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ABSTRACT

This thesis seeks to consider the issue of foreign direct investment (FDI) through
the lens of the New Partnership for Africa's Development (NEPAD). This
initiative asserts that for Africa to achieve both sustainable development and
poverty reduction, it must attract more foreign direct investment inflows (FDI).
These flows currently stand at a paltry two percent of worldwide inflows. In
addition to FDI, NEP AD calls for debt cancellation and more aid from the
developed states and international financial institutions. Apart from the foregoing,
it also recognises that the attainment of peace, security, democracy, good
governance, human rights and sound economic management are pre-conditions for
sustainable development. Holding all other things constant, this thesis analyses the
relationship between FDI and political leadership. It argues that effective
institutions are neither self-creating nor self-perpetuating. They require a
leadership that is committed to them. Ultimately, the central argument of the thesis
is that leadership matters much more to FDI than has previously been thought.
Previous studies and analyses have tended to concentrate on institutional factors
and historical processes. Left out of this has been the issue of leadership. Whilst
the chapters that follow highlight how structural and institutional factors have
affected Africa's development, I also show that much of Africa's problems can be
traced to poor leadership. Consequently, I argue that for NEPAD to improve FDI
inflows, it must deal with the issue of leadership more decisively. In this respect, I
contend that the African Peer Review Mechanism (APRM) provides one possible
mechanism for improving the quality of leadership in Africa. I argue that the
success of the APRM in improving the quality of leadership in Africa depends on
a distinctive form of coordination conceptualized as nodal coordination.
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CHAPTERl
"Africa is the only continent in the world where, in
the past two decades, income per capita has been in
decline.

At the time when

world-including

the

rest

the rest of the

of the

developing

world-has experienced rapid economic growth,
most of the people of Africa have been left behind,
with nearly half its people living on less than $ 1 a
day" (Commission for Africa 2004: 2).

1.1 Introduction

African states differ in terms of their geographical size, natural resource
endowment and their levels of socio-economic and political development. Yet,
they share as a common denominator, high levels of economic stagnation, poverty
and increasing debt (UNCTAD 2004a; Owen 2003; Rowley 2000; Collier and
Gunning 1999a). Of the world's 50 least developed countries (LDCs) 34 are
African. Equally, of the 42 highly indebted poor countries, 34 are in Africa
(UNCTAD 2004a:l 7). Against this backdrop, the New Partnership for Africa's
Development (NEP AD) (discussed more fully in Chapter 4) advances the view
that what Africa needs to achieve sustainable levels of development are increased
volumes of foreign direct investment (FDI). This is even more the case given the
declining levels of international aid, lack of domestic savings, huge external debt
and low commodity prices for primary exports. The reliance on FDI appears to be
consistent with both the classical theory on FDI, which holds that foreign
investment is wholly beneficial to the host country, and neo-liberal theory, which
embraces free market principles and sees the private sector rather than the state as
an engine of economic growth.

Foreign Direct Investment, whether within the NEP AD framework or not, is now
generally recognized as one of the key factors in promoting economic growth and
development. Earlier doctrinal objections to the expanding role of the private
sector as a source of foreign domination and control (Kobrin 2005 :3; Markusen
1

and Venables 1999:336; OECD 1990) have been replaced by the recognition that
positive economic gains can be associated with foreign capital, particularly
technology transfers and access to world markets (Seid 2002; Kebonang 2001;
UNCTAD 1999a:31-43; Shah 1995:15; OECD 1990). And indeed, 1n many
countries the development of the private sector has quickly moved from the
margins to the centre of economic development strategies. The value attached to
FDI as a potential source of economic growth has been underscored in recent
years by pro-FDI regulatory changes. In 2002 for instance, of the 248 regulatory
changes concerning FDI that took place in 70 countries, 236 were pro-FDI
(UNCTAD 2003a: 11 ). Table 1 below illustrates the changes that have taken place
in recent years vis-a-vis the regulation of FDI.
Table 1. Changes in national regulations of FDI, 1991-2002

Item

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002

Number of countries that
Introduced changes in their
Investment regimes

35

43

57

65

76

110 112 114

151

64

49

63

60

69

71

70

Number of regulatory
Changes

82

79 102

145 140 150

208 248

of which:
More favourable to FDI

80

Less favourable to FDI

2

79

101
1

108 106
2

6

98
16

135 136 131

147

9

3

16

9

194 236
14

12

Source: UNCTAD , World Investment Report 2003: FDI Policies for Development: National and
International Perspectives.

However, despite the significance attached to FDI, attempts by individual African
states to promote enhanced FDI inflows have had limited success. Although FDI
inflows vary across countries, as a continent, Africa receives only two percent of
worldwide FDI inflows (UNCTAD 2000a:5). Several factors account for these
low levels of FDI inflows. These include macro-economic and political instability,
poor governance, bad climatic conditions, poor and undeveloped infrastructure,
fragmented and poor economies, Africa's geographical positioning, the absence of
efficient and effective institutions, lack of democracy and absence of rule of law
(see, for instance, Sachs 2005: 192; 2003 :40; Mlambo and Oshikoya 2001 :23;
2

Wood and Mayer 2001:389; Collier and Gunning 1999b:7; Dollar and Easterly
1999:24; Easterly and Levine 1995:19)

Nonetheless, given the assertion by NEP AD of the importance of FDI in achieving
its twin objectives of sustainable development and poverty reduction, this study
analyses how NEP AD can promote high FDI inflows into Africa. In considering
this empirical question, the study does not look at factors that are traditionally
associated with investments such as fiscal policy, taxation, institutions, capital or
financial markets as these have been well studied (see, for instance, Ottaviano and
Ypersele 2005:25; Kind, Midelfart and Schjelderup 2005:507; Giovanni 2005:127;
Bevan, Estrin and Meyer 2004:43; Alfaro, Chanda, Kalemli-Ozcan and Sayek
2004:89; Mutti and Grubert 2004:337; Mudambi and Navarra 2002:635; Dunning
1998:51; Gropp and Kostial 2000; OECD 1995; Wheeler and Mody 1992:57).
Rather, the study focuses on political leadership as a basis for attaining NEPAD's
objectives. Ultimately the purpose of this thesis is to analyse the relationship
between FDI and political leadership.

The core argument of the thesis is that leadership matters much more to FDI than
has previously been thought. Previous systematic analyses have tended to
concentrate on institutional factors and historical processes. Left out of this has
been leadership. This thesis therefore seeks to show why and how leadership
matters. In considering this research question the thesis draws not only on the
existing literature but also from the discursive knowledge of the key informants
and the evidence drawn from the interviews that were conducted by the author.

Although NEP AD and indeed the general literature on FDI attest to the
significance of factors such as macro-economic and political stability, effective
institutions, good governance, democracy, rule of law, good infrastructure and
skilled human stock in promoting FDI (see, for example, Ali and Isse 2004:251 ;
Aryeetey 2003:284; Ndulo 2003:337; Nordas 2002:248; Basu and Srinivasan
2002:37; Mudambi and Navarra 2002:635; Botchway 2001:196; Dunning
1998:51; Collier and Gunning 1999a:71; Husain 1993:32; North 1990; World
Bank 1989) , it would appear that in Africa, the absence of these factors has not
necessarily constrained FDI inflows to certain countries. Countries such as
3

Nigeria, Angola and Equatorial Guinea which have poor structural circumstances
have, on account of their oil wealth, received more FDI inflows over the years
than countries like Botswana, Namibia and Mauritius, which have relatively good
institutions 1 and better structural circumstances. What this demonstrates, is that
some of the key traditional determinants of FDI are not always as important as
might be expected.

Remarkably, even though one would expect major FDI recipients to do better in
terms of achieving sustainable development and reducing poverty, they have not
fared any better than those that receive low FDI volumes. This has been due
largely to the fact that much of the economic benefit derived from FDI (in the oil
or mineral sector), have tended primarily to benefit politicians and a select group
of individuals to the exclusion of many (see Chapters 6 and 7). Consequently, in
considering the question of FDI and its centrality in NEPAD's plan, the issue of
leadership becomes of paramount importance. Simply, the question of sustainable
development and poverty reduction cannot be addressed independently of the role
of political leaders. The central argument being advanced in this study is that
political leadership influences not just FDI inflows but how economic benefits are
distributed within a nation state. Yet, despite the fact that the choices or decisions
that political leaders make - or fail to make - can and do affect how economies
function and how resources are allocated (Paige 1977:3), the literature on the
determinants of FDI or economic growth has paid scant attention to the question
of leadership. In fact, much of the literature explaining Africa's slow economic
growth has been based on structural, institutional and historical arguments with
not much thought given to the role that individual leaders play or have played.

While Africa' s underdevelopment can indeed be attributed to structural factors ,
this thesis does not adopt the structural perspective but rather the interactionist
approach as its theoretical framework in considering how NEP AD can achieve its
objectives. The interactionist approach essentially rejects both the ' Great Man'
school of political leadership and the cultural determinist approach to political
leadership. The ' Great Man' approach asserts that great leaders are able to change
1

What is good is problematic at best on a World Bank view of what "good institutions" means.
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the course of history. This theory tends to exaggerate the influence that individuals
exert on the course of events by ignoring the fact that with the interplay of
institutional, historical and social forces, political leaders are not simply free to act
as they wish. They operate within the confines of a system where their freedom of
action is dependent upon other factors (Elgie 1995: 5).

The cultural determinist on the other hand, denies that individuals have a
significant impact on the course of events. They contend instead that the
environment in which leaders operate shapes their actions and leaves them with no
room or opportunity to make a personal impact on historical events (Elgie 1995 :6).
A shortcoming with this cultural determinist approach is that it assumes that
individuals are essentially powerless agents and that the changes that they bring
about occur really as a result of the interplay of impersonal social processes (Elgie
1995 :7). In contrast to both the 'Great Man' and cultural determinist perspectives,
the interactionsist approach, asserts that whilst political leaders operate within an
environment that structures both their behaviour and constrains their freedom of
action, they still have the opportunity to both shape the environment in which they
operate and to leave their mark upon the system (Elgie 1995 :8).

1.2 The road map of this thesis

This thesis is divided into 10 chapters. Following this introduction, Chapter 2
looks at how data was collected and analysed. The difficulties that were
encountered in collecting data are discussed. While interviews with key
informants in different organizations constituted the bulk of the data, important
documentary sources were also used to .support my argument and to verify
interview data.

Chapters 3 and 4 provide the contextual background information necessary to
make sense of the analysis in this thesis. Chapter 3 sets the scene by providing a
historical overview of the factors that have contributed to Africa's slow economic
growth. These are factors that figure prominently in the explanations based on the
cultural determinist approach. An understanding of these factors is crucial in
making sense of what the New Partnership for Africa's Development (NEPAD)
5

initiative seeks to achieve. Chapter 4, introduces NEP AD, looks at its ong1ns,
objectives, hierarchical structure, the criticisms and the challenges facing it.

Chapter 5 discusses theories of FD I. This is done in order to provide an
understanding of NEPAD's position vis-a-vis FDI. The theories examined in this
chapter are the classical, dependency and middle path theories. What this chapter
demonstrates is that for every argument in favor of a particular proposition there is
· a counter argument. Ultimately, choices made in favor of one theory over the other
depend on one's ideological leanings. Nonetheless, as would have been apparent
from chapter 4, NEPAD's position on FDI ties in neatly with the classical theory
discussed in this chapter.

Building on chapter 5, Chapter 6 looks at FDI inflows into Africa, the attempts
made to promote FDI and the factors that have constrained such inflows. In
showing that structural factors account for the low levels of FDI, the chapter also
makes an argument that even in instances where structural factors have not been
an impediment, such as in investments in mining, the economic benefits that have
resulted from such investments have been used to benefit mainly political leaders
and their close associates to the exclusion of many ordinary citizens. I make an
argument that for NEPAD to achieve its objectives it is not enough to call for
more FDI inflow, the quality of leadership in Africa also needs to change.

Chapter 7 develops the theme of leadership further. I argue that even though
Africa's lack of rapid development may be structural, it can equally be explained
in terms of the quality of leadership in Africa. I show in this chapter that the nature
of political authority in Africa is based on a neo-patrimonial system: a system in
which every one occupies government positions not so much to perform public
functions but to amass personal wealth and status. At the helm of this system are
African political leaders. Towards the end of this chapter I argue that in order to
attract more FDI, Africa needs to promote or have a leadership that is able to look
beyond narrow self-interests and consider what is the greater public good. In
essence, it must promote good leadership. Chapter 8 picks up this theme. It
examines the African Peer Review Mechanism (APRM). This is an instrument put
forward by NEP AD as a means to promote good leadership in Africa. In this
6

chapter, I evaluate the APRM against other existing review mechanism to
ascertain both its weaknesses and strengths in an attempt to suggest how it can be
improved.

Chapter 9 proposes how the shortcomings of the APRM identified in chapter 8 can
be addressed. To this end, the chapter proposes a nodally coordinated pyramid as
one of the ways in which the APRM can be made effective. The chapter argues in
essence that the APRM, which must be nodally organized, must not only have a
set of punitive measures, but it must also embrace the participation of other actors
such as multinational corporations, international organizations and financial
institutions if it is to be effective. The thesis ends in Chapter 10 with a set of
summaries and conclusion.
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CHAPTER TWO
DATA SOURCES AND METHODS OF ANALYSIS

"It is essential, in the interest of transparency in the

conduct and dissemination of social research, to
disclose fully as possible how the research was
designed, how access to research subjects was
gained, and how data were generated, collected and
recorded" (Keith Hawkins 2002:445).

2.1 Introduction

This chapter gives an overview of how the research data for this thesis were
collected and analyzed. It also highlights the advantages and disadvantages of
each of the methods used in collecting the data, the difficulties that were
encountered in carrying out the research and how such difficulties were overcome.
Principally, the study was qualitative. It relied on interviews and documentary
research (library) through the entire data collection phase.

2.2 The Early Days

Coming from a purely legal background, my initial thought was to explore how
the New Partnership for Africa's Development (NEPAD) could improve the legal
framework governing foreign investment in Africa. However, once I began my
fieldwork the focus changed. From interviews with key informants and access to
documents, it appeared that there were no major concerns with respect to the legal
environment for investors. The general view was that concerns about the legal
environment have been and were being addressed by many countries through
constitutional provisions, bilateral investment agreements, domestic legislations
and investment codes. Apart from the efforts by individual countries to provide a
predictable, stable and an enabling investment environment, regional economic
bodies such as the Southern African Development Community (SADC) and the
Common Market for East and Southern Africa (COMESA) were also working on
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harmonizing their investment codes. In this respect, I found the continent to be
rich in rule-based institutions (investment codes and agreements) but with few
investments. In trying to understand why there were these low volumes of foreign
investment, many of my interviewees linked the problem to poor leadership in
Africa. Drawing on this insight from my interviews, my research focus changed to
place the issue of political leadership at the centre of my research. I decided to
treat the claim that my interviewees were making as a hypothesis to be
investigated. This was in line with the data I collected during my fieldwork.

2.3 Documentary (Library) Research
This was the first stage of the research and it involved a comprehensive review of
the available literature on NEPAD and Foreign Direct Investment (FDI). This
constituted the secondary phase of my data collection. Secondary data, sometimes
called existing or available data, are data that were originally recorded or "left
behind" or collected at an earlier time by a person other than the researcher and
often for an entirely different purpose than the one being undertaken by the
researcher (Johnson and Turner 2003:314).

Written materials dealing with NEPAD and the issue of FDI in Africa were
obtained from books, articles in academic journals, conference papers, magazines,
newspaper articles, speeches and press releases (Denzin and Lincoln 2003:37;
Punch 1998: 190; May 1997: 159). Additional information was obtained from
records kept by the different African organizations such as the African Union
(AU), SADC, COMESA and the NEP AD Secretariat in libraries, archives and on
their websites. What was remarkable about the organizations I visited was that
there was little or no current data published about the organizations themselves,
their successes or failures. In instances where information did exist, it was
considered confidential and hardly 1nade available.

Despite the significance of the above secondary resources as sources of
information,

they have

several

limitations.

Often they

do

not provide

comprehensive accounts or precisely relevant information or answers that the
researcher may be looking for. This is hardly surprising given that secondary
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sources are usually not generated or accumulated with a specific study in mind,
although such information may be relied upon in subsequent studies (Atkison and
Coffey 2004:58; Johnson and Turner 2004:314; May 2001:197; 1997:169;
Gebremedhin and Tweeten 1994:51). Fu1iher, the researcher has no control of the
production and analysis of secondary data and is therefore not in a position to
judge their quality (May 2001: 197; Blaikie 2000: 184). Labovitz and Hagedorn
(1971:60) articulate the problem with secondary sources as follows:

Secondary sources have great potential for socia] inqufry
because they often cover a wide range of topics for a
number of years and because the researcher cannot
sensitize his subjects. Nevertheless, they have some
special problems. First, many secondary sources are not
current so that a picture of the present is hard to detennine
with accw·acy. Second, secondary sources often were not
put together with the researcher's problem in mind, and
consequently, he may not find exactly what he wants.

The sentiments expressed by Labovitz and Hagedorn ( 1971) above have also been
echoed by Sanders and Pin.hey (1974:201), who contend:
The maJor limitations of these methods [secondary
research] is that the researcher has no control over the
selection, compilation, or gathering of the materials, other
than choosing from different available texts or statistics.

Even though secondary data 1nay be subject to various sources of umeliability,
bias, or invalidity, such data is economical to use as the researcher is spared the
time and cost involved in data collection and recording (Judd, Smith and Kidder
1991: 296). However, to address reliability concerns emanating from the use of
docun1entary data, personal intervie,vs with key inforn1ants were also used. The
key infom1ants were people of seniority who could speak for the organizations
they represented. These key infon11ants were 1nade up of heads of departments,
directors, 1nanagers, commissioners and univei-sity professors whose areas of
expertise, responsibility and research where investinent, econonucs, trade and
political science. The interviews were crucial in clarifying certain issues and
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obtaining information that was not in the public domain but which was relevant to
the study. The interviews were relevant in getting what Feldman (1971 :35) calls
the "inside story" or "perspective" on the area being researched.

2.3.1 Interviews

The use of interviews constituted the primary method of collecting data in this
study. Despite NEPAD being the main focus of the study, data collection was
extended to regional economic communities. These are regarded by NEP AD to be
its building blocks. In extending the focus to them, the aim was to simply obtain
their views on how they thought NEPAD could achieve its objectives. SADC and
COMESA were selected because of their proximity and budget constraints. The
AU was an imperative, it being the continent-wide body under whose umbrella
NEPAD operates. Consequently, interviews were conducted in several countries.
These included interviews at the SADC Secretariat in Gaborone, Botswana; the
University of Botswana, Gaborone, Botswana; Botswana Institute of Development
Policy Analysis (BIDP A), Gaborone, Botswana; the AU headquarters in Addis
Ababa, Ethiopia; the NEP AD Secretariat in Midrand, South Africa; COMESA
Secretariat in Lusaka, Zambia and at the Australian National University, Canberra,
Australia. These interviews were conducted in December 2003 , January-March
2004 and February 2005. Interviews in Ethiopia, South Africa and Zambia were
conducted over a week in each country. For the entire research project a total of 27
officials were interviewed as reflected in Table 2.1 below.

T able 2. 1. Interviews conducted between December 2003-March 2004 and February 2005
Organi zation

Number of Officials Interviewed
3

SADC (Botswana)

4

Uni vers ity of Botswana· (Botswana)

1

BIDPA (Botswana)
COMESA (Zambi a)

4

NEP AD Secretariat (South Africa)

9

AU (Ethiopia)

4

Botswana High Commiss ion (Ethiop ia)
Form er

WTO

Official

(Australian

Nati onal

1

University

1

Total number

27
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2.4 Methodological Issues

Although interviews provide a useful way of accessing people ' s perceptions,
meanings, definitions of situations and constructions of reality and a greater
flexibility in data collection, there is generally no uniformly prescribed or
common interview procedure to be followed (Robson 1993 :229; Punch 1998: 1756). Often interviews approach the spectrum of human conversation (Herzog
2005:26; Kvale 1996:13), but the manner in which questions (whether similar or
not) are presented may differ from one interview to another. As a result,
methodological decisions must usually be made instantly or on the spot during
interviews (Kvale 1996: 13). This invariably demands a high level of skill in the
interviewer, who must be knowledgeable about the interview topic and to be
familiar with the methodological options available as well as having a grasp of the
conceptual issues of producing knowledge through conversation (Kvale 1996: 13).
This is because an interview, along with what takes place around it and during it,
or is generated by it, plays a role in the analysis of the findings and in the
construction of the reality being studied (Herzog 2005 :26). Interviews are
therefore more than just about allowing the interviewee to speak or taking down
notes. They require the researcher "to look beyond the surface of the conversation
for implicit analytical questions, alternative frames , and the content of categories
created and used by the informant" (Arendell 1997:342).

2.4.1 Selection of Key Informants

Except for the informants interviewed at the University of Botswana, BIDP A and
the Australian National University, my key informants were either assigned to me
by the respective .organizations where the interviews took place or were
recommended to me by some of the key informants. On average, a minimum of
four officials were interviewed in each of the major organizations. The interviews
ranged from thirty minutes to an hour. Interviewing more than one informant in an
organization was important in verifying accounts, information, noting and
reconcilling inconsistencies or areas of disagreement (Bryman 1989:47).
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2.4.2 Use of Third Parties

Not all the key informants that were recommended to me were prepared to cooperate. Some simply declined to be interviewed, whilst others were legitimately
unavailable. To get around this problem, third parties were used at intermediaries.
These were people who were either known to me personally, or people who
worked for the target institutions, or other related institutions. Involving third
parties proved to be a highly successful strategy in getting the interviews done.
Informants who had previously declined to be interviewed suddenly became
available to me. In a lot of ways, this confirmed to me the claim made by Mann
(1970: 124) that:

Researchers are normally not members of the groups which
they want to study-they are seen as an "outsider" and,
therefore,

usually

viewed

with

suspicion.

They must,

therefore, gain the acceptance of those who hold either formal
or informal leadership positions within the community so that
the formal and informal channels of communications can be
set to working in the researcher's favor.

2.5 Commencing Research

Prior to the commencement of the research, research approval was obtained from
the Australian National University Human Research Ethics Committee. Once
approval had been granted, letters were sent to the different organizations
requesting permission to

conduct both library research

and interviews.

Accompanying these letters was a brief summary of what the research was about,
the issues to be canvassed and how it might add value or be helpful in some of the
issues or problems being addressed by these respective organizations. The letters
were sent three months ahead of the intended research dates to enable the
respective organizations to either decline or accede to my request. This was vital
not only to give the organizations concerned sufficient time to consult internally,
identify and assign key informants but also to give me time to assess the viability
of the proposed research and to consider alternatives in the event that permission

13

was declined. It was again important to allow me time to plan ahead, to secure
funding and make proper traveling arrangements.

2.6 Informed Consent

Consent to undertake the research was obtained first at the level of the
organization and then at the level of informants themselves. Informed consent,
which is a procedure by which participants can choose whether or not they wished
to participate in a study, encompasses three elements: information, comprehension
and voluntariness (McIntyre 2005:245; Gliner and Morgan 2000:35). Information
consists of all that a reasonable volunteer would want to know before giving
consent, such as the purpose, risks and anticipated benefits of the research (Gliner
and Morgan 2000:35). Comprehension requires that the participants must have the
legal capacity and the ability to understand the information and risks involved so
that they can make an informed decision (Gliner and Morgan 2000:35).
Voluntariness on the other hand, requires that the decision to participate in the
study must be freely given without threats or undue influence (Gliner and Morgan
2000:35). Given these considerations, the overall objectives of my research were
explained initially in the letters that were sent to the respective organizations and
in the subsequent interviews which were held. Apart from explaining to the key
informants the objectives of the study, they were also advised that they could
withdraw from the study at anytime if they so wished.

2. 7 Recording the Interviews

The actual interviews were either recorded on tape, or notes were taken by hand.
Where notes were written by hand, attempts were made to write down everything
that was said. Although this was difficult and sometiines tedious, it was meant to
generate an accurate account of the interviews. As Judd, Smith and Kidder
(1991 :258) note, paraphrasing the response, summarizing it in one's own words or
"polishing up" any slang, cursing, or bad grammar not only risks distorting the
respondent's meaning and emphasis but also loses the color of his or her reply. In

14

many instances, verbatim rather than abbreviated or paraphrased responses are
crucial in providing useful illustrations of the nuances of attitudes (Judd, Smith
and Kidder 1991:25 8). The use of tape recorders therefore helped guard against
substituting the words of informants with my own (McIntyre 2005 :224; May
2001: 138). Nonetheless, there were instances where I had to write my interview
notes from memory. This was particularly the case with unscheduled interviews
which took place during lunchtime breaks.

Except for two interviews, a majority of interviews were done within the confines
of the organizations. In this way, I had access to both confidential and general
documents. Confidential documents were however rarely made available. This
"control of information" was insightful in that it revealed to me which documents
were public relation's documents and which ones were internal and key
documents. In other words, which documents were "intended to breathe life into
the institutional oxygen of the world's media organizations rather than within the
[organizations] themselves" (Braithwaite and Drahos 2000: 14). Most of the
important internal documents were invariably classified.

All interviews were personally conducted by me. Documents relating to the
information given by the key informants were also used to verify the accounts
given by my interviwees. In the absence of any documentation, reliance was
placed solely on what the key informants told me. Only one interview was
conducted by telephone. Unless the contrary is stated, quotations that appear in the
thesis are verbatim remarks by key informants sampled as part of this study.

2.8 The Choice of the Method of Data Collection
In collecting my data, I explored the option of using a questionnaire but decided to
proceed by way of interviews for a number of reasons:
a) the area being researched was relatively new and I needed to learn as much as I
could from my key informants. Interviews provided a means of interaction to
purse this goal. They allowed me to probe, to broaden my enquiries and to find out
more than just what I thought was necessary.
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b) Interviews also made it possible to obtain high response rates. Obtaining very
low response rates would have been more probable in a questionnaire than an
interview set-up. Interviews generate immediate responses and allow the
researcher to correct the interviewee's misunderstandings, to establish rapport and
allay concerns. All this is important in obtaining unbiased, accurate and complete
data (Judd, Smith and Kidder 1991 :218).

c) Further, it would not only have been time consuming to administer a
questionnaire in each of the organizations, but also expensive in making follow up
enquiries and seeking clarifications. As it turned out; not only was the response
rate with interviews high, the quality of the data was significantly improved as it
was the key informants and not their delegated junior staff that provided the
interviews.

d) Since the area being researched was highly political, there was a real risk that
key informants would be unwilling to commit their views to sensitive questions in a
written form unless they were assured of confidentiality. Personal interviews
therefore provided an opportunity to make a personal assurance on matters of
confidentiality. This was crucial given that one of the central tenets of research
ethics is that people who participate in the study should not be harmed by their
involvement (May 2001 :59; Gliner and Morgan 2000:37; Blaikie 2000:20; Miles
and Huberman 1994:292). Simply put, research ethics are not concerned with what
is expedient for the researcher but with the core principles about what is right and
just for both the researcher and those participating in the research (May 2005: 59).

As it turned, even with personal interviews, some key informants still declined to
be recorded on tape. They felt constrained to express themselves freely and feared
that their identities could easily be revealed if the tapes were to be made public or
fell into the "wrong hands". Thus, the use of the tape-recorder in certain settings
inhibited rapport and the quality of data given (Braithwaite 1984:3 86). To allay
their concerns of anonymity, informants were assured that the information given
(whether tape recorded, or hand written) would be handled with extreme care and
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confidentiality. In keeping with the undertaking, discussions and reporting
throughout this thesis is carried out in such a way as to protect the identity of the
informants.

2.9 Semi-Structured In-Depth Interviews

The interviews were mainly semi-structured. Unlike structured interviews, semistructured interviews take on the appearance of a normal everyday conversation.
Hence the wording, the order of questions and the direction of the discussions are
not fixed (Herzog 2005; Mokomane 2004; Johnson and Turner 2003; Fontana and
Frey 2003; May 2001; Blaikie 2000; Kvale 1996; Minichielo et al 1990; Judd,
Smith and Kidder 1991; Phillips 1971 ). What makes this method attractive is that
a researcher is not limited only to specific or major questions but is free to probe
beyond the answers to these questions (Johnson and Turner 2003 :305). There is
more flexibility as questions can be changed and adapted to suit specific situations
and in this way expand the field of inquiry (Punch 1998: 178; Creswell 1998: 19).
Because informants are given the latitude over what kind and length of response
they want to give, indepth interviews yield "narrative insights that are impossible
to glean from statistics alone" (Beatty, Hicks, Schmeidler and Kirchner 2004:377).
Further, responses are "spontaneous rather than forced, highly specific and
concrete rather than diffuse and general and are self-revealing and personal rather
than superficial" (Judd, Smith and Kidder 1991 :261).

Through the use of semi-structured in-depth interviews, it was possible to get the
real "inside story" and to raise the more sensitive questions with the informants in
a "relaxed and worldly-wise fashion when they smoothly slipped into the flow of
the discussion" (Braithwaite 1984:3 87). This flexible approach was invaluable as
it created a relaxed environment that allowed the key informants to be more
candid. As Hawkins (2002:449) has observed:

There is a tendency for officials to serve as carriers for the
organization' s public ideologies and present an official
view of the world and their place in it, and it is sometimes
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difficult to know when the 'real' as opposed to the
'official' line is being put forward. But it is possible to
avoid some of these problems, for example, by making
the occasion informal - a conversation rather than a
formal interview - thereby allowing dialogue to develop.

2.10 Establishing Rapport

As I set out to do my interviews, I was acutely aware that my success or failure
depended on whether I was able to establish a rapport with the key informants. To
establish this rapport, I presented myself as an African student and not as someone
who was coming from one of Australia's leading universities. I avoided
expressing any personal views on the issues I was researching. Although
Alexiadou (2001 :55) argues that there is nothing like a neutral and uninvolved
researcher because it is the interaction between the researcher and the pa1iicipants
that generates research data, I tried to avoid being an "active" participant to allow
my key inforn1ants the space to express themselves. By doing so, I was able to
establish and maintain a balanced rappo1i with then1. I was neither too close nor
too distant from them. This was important in ensuring that the objectivity of the
research was not compromised (Fontana and Frey 2003 :78; Blaikie 2000:52; May
1997: 140).

2.11 Leading Questions

Leading questions or questions that seemed to suggest a particular answer were
avoided. This was imperative in order to achieve some 1neasure of neutrality and
to eliminate the danger of confirming and validating pre-conceived ideas or
notions about the research. It also gave interviewees the platform to state their
views freely and openly on the areas being researched. As Judd et al state:
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The interviewer's job is fundamentally that of a reporter,
not an evangelist, a curiosity seeker, or a debater.
Interviewers should take all opinions in stride and never
show surprise or disapproval of a respondent's answer.
They should assume an interested manner toward the
respondent's opinions and never divulge their own. If the
interviewers should be asked for personal views, they
should laugh off the request with the remark that the job
at the moment is to get opinions, not to have them (Judd,
Smith and Kidder 1991 :255).

Similarly, Kane (1983 :69) cautions, "in any kind of interview, it is important not
to lead the interviewee by using words or signals which convey expectations of
particular kinds of responses". Likewise, Johnson and Turner (2003 :305) contend
that, "the interviewer must always remain nonjudgmental to the responses
provided by the interviewee to help reduce the potentially biasing effect of the
interviewer". Aware of this potential prejudice, no attempt was made to give my
own view either at the start of the interview, during or after the interview. This
ensured that responses from the key informants were not distorted or influenced
by my own prejudices which would otherwise bear on the outcome of the
research.

2.12 Internet Research

The Internet provided another important method of data collection. Information
was retrieved from a number of databases available for searching such as the
World Bank, the International Labor Organization and World Trade Organization
websites. By turning to the Internet, I could immediately obtain a global picture of
what was happening without the need to travel to all the different places to obtain
such information. The Internet also provided a cheap avenue through which I
could communicate instantaneously with other research participants and to
observe developments in multilateral fora as they unfolded (Markham 2004:96-7).
I was able to subscribe to the NEP AD on-line newsletter and in that way kept
abreast with what the NEP AD Secretariat was doing.

19

2.13 Analysis of data

The method of data analysis adopted in this thesis entailed dividing the interview
notes and any notes taken during the literature review into different categories,
identifying and analyzing the major themes that emerged (McIntyre 2005:227;
Ryan and Bernard 2003:275; Seid 2002:66; Alexiadou 2001 :57; Creswell
1998:20). These were then compared and contrasted throughout the research
process. Generally, themes are abstract constructs that investigators or researchers
identify before, during or after data collection (Ryan and Bernard 2003 :275; see,
also, Alexiadou 2001 :58). Data obtained from documents were analyzed by way
of content analysis (Hawkins 2002: 454; May 2001: 190; 1997: 171 ). Content
analysis is a method of data analysis as well as a method of observation
(Nachmias and Nachmias 1976:132). It involves "the systematic description and

analysis of any sort of recorded information

)J

(McIntyre 2005: 196; Bazeley

2003 :404; Nachmias and Nachmias 1976: 132). Interview notes together with tape
recordings were summarized immediately after the interviews so that missing
elements "stimulated by reading the notes, amplifications and corrections could be
made" (Robson 1993 :3 85). This process of writing up, transcribing, editing and
summarizing my field notes constituted part of my data analysis (May 2001: 13 9;
Punch 1998:203).

2.14 Fieldwork Experiences

2.14.1 Getting the Interviews Done: My African Experience

As mentioned earlier, prior to undertaking my fieldwork, letters were sent to the
different organizations seeking permission to conduct both library research and
personal interviews. The letters also briefly stated the objectives of the study.
Responses from SADC and the AU were reasonably prompt, whilst those from
COMESA was slightly delayed. No response came from the NEPAD Secretariat,
even though the latter was to be the focus of my study. As part of my fieldwork, I
had also intended to visit the Economic Community of West African States
Secretariat (ECOWAS) in Abuja, Nigeria. Getting a letter faxed to Nigeria was a
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nightmare. Not only was the ECOWAS fax lines not working most of the time,
their telephone lines were either constantly busy or not clear. I was eventually able
to get through to the Secretariat by email. Although the Secretariat acceded to my
research request, the Nigerian Embassy, both in Canberra (Australia) and
Gaborone (Botswana) declined to issue me with a visa to travel to Nigeria. The
basis for rejecting my visa application was that they were not sure about the
authenticity of the letter of invitation from the ECOW AS Secretariat. Upon the
visa application being rejected, I informed both my supervisor and the ECOWAS
Secretariat. The Secretariat requested that my supervisor should write a letter of
support and forward it to them to facilitate and speed up my visa application. This
was promptly done. Despite our concerted efforts, the Secretariat never_
communicated with the Nigerian Embassy in Botswana to assure them about the
validity of the letter of invitation. This is how the trip to Nigeria failed.

Meanwhile, the NEP AD Secretariat never responded or even acknowledged
receipt of my letter. This was despite the fact that I had been referred to the
NEP AD Secretariat by the office of the Presidency, Republic of South Africa. By
the time I left Australia at the end of November 2003, I was still uncertain about
whether the research at the NEPAD Secretariat would take place. I left Australia
exasperated because 20 telephone calls, 5 faxed letters and numerous email
messages had not generated any response (either positive or negative) from the
NEP AD Secretariat. Upon arrival in Botswana, I again made several telephone
calls to the NEPAD Secretariat and I still could not get a clear answer. Eventually,
in December 2003, I drove to South Africa and arrived unexpected and
unannounced at the NEPAD Secretariat in Midrand. The action actually bore fruit!
I was able to commit the Secretariat to participate in my research and to secure
interview dates for January 2004.

In January 2004, I began my research at the NEPAD Secretariat. The research,
however, took off on the wrong foot. On my first day at the Secretariat I found
that nobody was prepared to see me despite having been given sufficient notice of
my arrival date and despite having obtained a commitment from the Secretariat in
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December that there would be people to interview. I was told I had to reschedule
my interviews to a later period during the year. This would have been disastrous
both in terms of my academic progress and financial commitment as I would not
have been able to secure any funding to undertake the research at a later date.
However, rather than be discouraged by what appeared to be an indifference to my
plight, I moved literally from office to office, introducing myself, explaining my
research topic and asked for interviews. To my amazement almost everybody
(those who had been unwilling to give interviews and those who had initially
indicated they were busy) now became eager to participate in the research. Those
who were busy either took the time from their schedules to be interviewed or
rescheduled the interviews to other days during the week. But there were also
those who I could not interview because they were either out of the country on
official duty or on holiday. For some of these, interviews were pushed back to
March 2004.

At the COMESA Secretariat, the reception was slightly warm. I found that even
though I was expected, no arrangements other than being shown the library, had
been made for me to interview the key informants. In fairness to COMESA
however, my arrival coincided with a week-long meeting which was being held at
the Secretariat. As a result, interviews were held either over lunch, after working
hours or early in the morning before the meetings started. Of the five officials I
was to interview, only one declined to be interviewed.

The AU Secretariat also turned out to be another nightmare. Of all the places I did
my research, this was the place where I broke down and literally cried. I had sent a
faxed letter to the AU before leaving Botswana alerting them to my arrival date.
On arrival, I was told that there was nobody available to be interviewed and that I
would have to go back to "wherever I came from"! It took the intervention of the
Botswana Ambassador to Ethiopia to get the AU to facilitate the interviews with
the people who were supposedly not available. Once the interviews began, I
encountered yet another difficulty. I found that with some AU officials there was a
language barrier that needed to be overcome. These officials, most of who were
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French speaking, sometimes had difficulties expressing themselves in English. I
also had difficulties in that I am not able to speak French. I found myself having to
repeat frequently the questions I asked. Because of the language barrier,
interviews took longer (about one hour thirty minutes on average) than I had
anticipated.

Attempts were also made to interview officials at the United Nations Economic
Commission for Africa (UNECA), Addis Abba, Ethiopia. Through a friend, I was
able to secure appointments with two officials but the interviews never
materialised because I was never allowed entry into the UNECA building or its
compound. I was confined rather to the gate and even refused the use of a
telephone by the security officers to alert my would have been interviewees who
were waiting about my predicament. I learnt subsequently that following the 9/ 11
terror attacks in the USA, new security measures had been introduced at the
UNECA to allow only people who had obtained security clearance into the
UNECA building and its compound.

2.15 General Observations

Despite the difficulties I encountered in doing my fieldwork, I found that one's
success or failure depended much on the attitude that one took in the face of
adversity. It is easier to give up in frustration than to persevere in the face of
difficulties.

Making

arrangements,

secunng,

confirming

or

rescheduling

appointments took a considerable amount of time. For a first time researcher, I
found that doors did not easily open. I had to plead and beg to get the interviews
done. At one point _I was so dispirited that I considered abandoning the whole
research project. I could not understand why I was encountering such difficulties.
To this day, I look back and wonder how I was able to pull it off. It might well be
that the gods were looking out for me!

Reflecting on my interviews, it has become clear that my key informants can
neatly be classified into two categories. The first category is made up of what I
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call the "optimists" and the second category is made up of what I term the
"realists". The "optimists" tend to overstate and stress their (organization's)
achievements and capabilities and are quick to dismiss any suggestions of failure.
They are often happy in giving the official version and tend to exaggerate their
successes and the ability of their organizations to meet challenges that lie ahead.
The realists on the other hand, tend to give a candid assessment of their
achievements and failures. They give praise where they believe it is due and
express their misgivings or criticisms even of their own organizations where they
think there are shortcomings. Whilst the optimists are keen on being recorded on
tape, the realists are uncomfortable about it.

It was also interesting to note that a number of key informants within the same
organization had different explanations and so1netimes conflicting accounts on
what they thought the problems were, their causes and how such problems could
be addressed. As I moved from one interview to the next, I was also surprised that
I seemed to know more than some of my key informants. In some of the
interviews, my informants came across as hesitant and unsure about what they
were saying. In other instances, they simply confirmed what I already knew or had
heard from other informants.

Although reading textbooks on how to conduct research provides an invaluable
armor, I found that things are not always systematic. For instance, there was no
one correct interview method or form of soliciting information. Sometimes it was
easier to follow a particular line of interviewing and at other times a different line
had to be adopted. For example, on certain occasions it was necessary to start with
very elementary questions before asking the most substantive ones. On other
occasions one could go directly into the substantive questions. This sequence of
questioning is what Nachmias and Nachmias (1976: 105) identify as the "funnel"
and the "inve1ied funnel" sequence. In a funnel sequence, each successive
question is related to the previous one and has a progressively narrower scope. In
the inverted funnel sequence, narrow questions are followed by broader questions
(Nachmias and Nachmias 1976:105).
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2.16 Conclusion

Given that the validity of qualitative research ultimately rests upon the judgements
made by the individual researcher and the quality of the data collected (Dwan
2003; Blaikie 2000:251; Arendell 1997:342; Miles and Huberman 1994:10), I
have gone to some length to describe how data was collected and analysed. I have
also presented my fieldwork experience in detail to show how difficult it is to do
fieldwork in Africa. Getting even the most basic information and class of
informants proved a challenge. Data is scarce and information is harder to find.
The prevailing indifference of some of the key officials, coupled with bureaucratic
obstruction also makes conducting research in Africa a difficult exercise. This
attitude probably explains why there is scarcity and lack of reliable information
about the continent compared to other regions in the world. In was in fact easier to
obtain information about Africa in Australia than from the continent itself. Unless
the culture of indifference is addressed and African organizations and states
become more supportive and open with information, the incentive to do research
in Africa will be undermined. Nonetheless, despite the major bottlenecks I
encountered, opportunities for improvement still exist. Having given a detailed
account of my methodology, the next chapter will now consider the substantive
factors that precipitated the drawing up of NEPAD by the AU.
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CHAPTER3
AFRICA'S DEVELOPMENT AND ITS TRAJECTORIES
"There are moments when I feel that we are all
trapped in a mammoth factory known as the African
continent, where all the machinery appears to have
gone out of control all at once. No sooner do you fix
the levers than the pistons turn hyperactive in
another part of the factory, then the conveyor belt
snaps and knocks out the foreman, the broiler erupts
and next the whirling blades of the cooling fans lose
one of their members which flies off and decapitates
the leader of the team of would be investors-the last
hope of resuscitating the works. That, alas, is the
story of our human factory on this continent", Wole
Soyinka (2000) cited by Udombana (2003:55).

3.1 Introduction

To understand the impetus behind the formulation and adoption of the New
Partnership for Africa's Development (NEPAD) by the African Union (AU) as its
framework of action for meeting Africa' s develop1nental challenges, we must
necessarily begin with a historical account of the factors that have contributed to
Africa's slow socio-economic development. It is these factors that have given rise
to the birth of NEP AD. This chapter therefore outlines some of the structural,
institutional and historical factors that have contributed to Africa's slow economic
growth. There is a long list: colonialism, economic policies pursued by newly
independent states, the debt crisis, structural adjustment programs, lack of good
governance and democracy, poor leadership, corruption, lack of infrastructural
development and human capital, lack of market access and political instability. In
addition to these factors, the chapter also look at some of the emerging challenges
such as globalization, the HIV/AIDS pandemic and China's emerging dominance
in the world economy.
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3.2 The Legacy of Colonization

Except for Ethiopia and Liberia, almost all other African countries were at one
time or another colonies of European countries, primarily Britain, Germany,
France, Portugal, Spain and Belgium. The economic, social and political structures
of most African countries have consequently closely mirrored those of their
former colonial rulers.

The colonization of Africa gained momentum throughout the course of the
nineteenth century, culminating in the carving up of the continent by seven
European powers (Fage and Tordoff 2002:391; Herbst 2000: 64; Freund 1998:90;
Birmingham 1995:3). The carving up of Africa or the "scramble for Africa

2

"

as it

is commonly referred to, began in November 1884 with the Berlin Conference on
the partitioning of Africa, called by the German Chancellor, Bismarck (Herbst
2000:71; Griffiths 1995:34). It was at this Berlin Conference of 1884-5 that the
European powers agreed amongst themselves the ground rules for the partition. In
drawing up the African map, none of the African communities were consulted.
Instead, small armies were sent to Africa in order to turn the boundaries on their
maps into frontiers on the ground (Fage and Tordoff 2002: 391-93; Birmingham
1995:3).

The causes of the scramble and subsequent colonization of Africa were
precipitated by a mix of economic, industrial, strategic, cultural and domestic
factors (Freund 1998:85; Brook-Smith 1987:1). Two major incidents primarily
account for the colonization of Africa. One was the French occupation of Egypt,
which allowed it to have access to the Suez Canal and hence a new direct sea route
between Europe and the East. The second was the discovery of diamonds in South
Africa (Griffiths 1995 :34). Of the two incidents, the discovery of minerals in
South Africa became a powerful incentive for the colonization of the rest of Africa
(Freund 1998:87; Griffiths 1995:34). Where minerals were discovered, the

2

The term "scramble for Africa" is often meant to convey the haste with which the African continent
was partitioned between the European powers, mainly in the brief period of 18 84-1914 before the start
of the First World War.
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colonies rapidly developed and industrialized. This is particularly true with
countries such as South Africa and to some extent, Zimbabwe.

In colonies where minerals were not discovered, little economic activity took
place and the pace of industrialization was slow. The attitude of the colonial
masters was one of indifference. The aim was rather to provide the minimum
force, administration, communications and technical services to assert European
control (Fage and Tordoff 2002:396; Rodney 1972: 205). Botswana provides a
3
case in point in this respect. Botswana became a British Protectorate in 1885 and

gained its independence in 1966. Like many other countries where no minerals
were discovered during the colonial period, Botswana inherited virtually nothing
at independence in terms of economic and social infrastructure. The British
attitude towards the country was candidly articulated by the then British High
Commissioner to South Africa, Sir Henry Loch:

As to the country north of Molopo River, it appears that we
have no interest in it, except as a road to the interior. I
suggest therefore that we should confine ourselves to
preventing that part of the Protectorate from being occupied
by either filibusters or foreign powers, doing as little as
possible in the way of administration or settlement (quoted
in Katsande 1992).

The establishment of the protectorate over Botswana was necessitated not by a
desire to develop the country but simply by a need to create a buffer zone. This
4
buffer zone was to prevent foreign powers, particularly the Afrikaners in the

Transvaal and Germans in South West Africa, from interfering with the route from
Cape Colony to territories in Central Africa under British influence and control
(Harvey and Lewis 1990).

The main objective of colonialism was to exploit Africa' s resources for the benefit
of the metropolitan economies. Institutional arrangements that were imposed on
3

Before attaining independence, the present day Botswana was known as Bechuanaland.

4

The term Afrikaners is often used to refer to Dutch-speakin g white South Africans [commonly called
the Boers].
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the African colonies were not structured to enhance the ability of locals to
maximize their values, allocate their resources in a socially equitable manner or to
govern themselves more effectively (Mbaku 2003: 18). Rather, such institutions
were designed to promote European objectives in the colonies. Under colonial
rule, foreign monopoly interests were entrenched. Minerals, which were highly
profitable, were developed under the aegis of European firms (Rowley 2000: 138;
Rodney 1972: 154). No locally owned industries were developed and those that
were perceived to pose a threat to colonial interests were discouraged or not
allowed to exist. Except for subsistence agricultural farming, Africans were not in
the economic mainstream (Rodney 1972:216). While raw materials were derived
from Africa, production and manufacturing occurred in Europe (Tordoff 1997 :41;
Rodney 1972 :218). Profits derived from trade were kept and repatriated by the
colonial masters to their home countries with little or no part being used to provide
public or social services in the colonies. Simply, Africa was viewed as a supplier
of cheap labor and raw materials. In this way, the colonial masters helped entrench
a "dependency model" of economic development present in Africa today. The
development of the continent became tied to the needs of its colonial masters
(Rowley 2000:136; Tordoff 1997:41). As Adedeji (1981 :20) argues:

Colonies were ... more firmly locked into a dependent
relationship

with

one

economies .... increasingly

metropolitan
geared

to

country.

Their

the

export

production of a very limited range of commodities and
the importation of a wide range of consumer products.

The view that Africa must be spared the dangers of industrialization was widely
held. According to Pedler (1959), colonial governments prevented industries from
being introduced because "they [had] wished to safeguard the social system of the
African tribes against disintegrating influences of urban conditions" (quoted in
Nkrumah 1970:27). And yet as Nkrumah (1970:28) says, so many historians
regard the industrial revolution as one of the best things that ever happened to
Britain. It is precisely because of this colonial policy towards Africa's
development, that newly independent states had to grapple from the outset with a
maze of problems ranging from the provision of basic social amenities to
generating economic development and growth. As Sachs (2005: 189) succinctly
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states, "far from lifting Africa economically, the colonial era left Africa bereft of
educated citizens and leaders, basic infrastructure and public health facilities".
Although one could argue that colonization was i1nportant in that it led to the
integration of African economies into the world market, what is clearly not in
doubt is that colonization was carried out solely for the benefit of Europeans. As
the French Colonial Secretary of State in 1923, Albert Sarraut categorically states:

What is the use of painting the truth? At the start
colonization was not an act of civilization, nor was it a
desire to civilize. It was an act of force motivated by
interests. An episode in the vital competition which, from
man to man, from group to group, has gone on ever
increasing; the people who set out to seize colonies in
distant lands were thinking primarily of themselves, and
were working for their own profits, and conquering for
their own power. .. The origin of colonization is nothing
else than enterprise of individual interests, a one-sided
and egotistical imposition of the strong upon the weak
( quoted in Nkrumah 1970:21 ).

3.3 Post Independence Era
With the attainment of political independence, nation building became a priority
for most African states. There was a need to preserve and strengthen national
unity, to avoid social conflict arising from ethnic rivalries, to satisfy the economic
expectation of the people and to mobilize popular support for new programs of
economic and social development (Akintoye 1980; Bell 1986:22). But sustainable
progress and coherent nation building also required the fulfillment of the much
broader objective of.economic independence. In other words, there was a need to
rely less on financial grants from former colonial masters and more to own and
control economic resources, which were largely in the hands of foreign
companies. Economic independence was not to imply economic isolation but
rather a greater equality between nations, in effect, a state of interdependence.
However, lack of the three basic means of production: capital; technology; and
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skills provided and continue to provide major stumbling blocks to the economic
growth and development of the African continent (Bell 1986 :22).

3.3.1 The Attitude towards Foreign Investors

To address the socio-economic demands, which had been neglected during the
colonial period, the newly independent states adopted different economic
approaches. As part of asserting political and economic independence, trade and
investment policies were mostly inward looking with most, if not all, socioeconomic developments being state-led. Domestic industries enjoyed high rates of
effective protection and grew rapidly in many countries whereas foreign investors
faced huge entry barriers and discriminatory practices (Ndulu and O' Connell
1999:52). Depending on the economic and political ideologies being pursued at
the time, multinational corporations (MNCs) were either welcomed or rejected by
the newly independent states. In Tanzania, for instance, following the adoption of
the Arusha Declaration of 1967 (which formed the blueprint of the policy of
socialism and self-reliance initiated by the then ruling party) foreign investment
was discouraged. Julius Nyerere articulated the position of the then ruling party as
follows; "the proposed investment code should aim at encouraging Tanzanians to
invest in the country before turning to foreign investors" (cited in Peter 1991 :43 ).

Interestingly, as Peter (1991 :44) states, pnor to the Arusha Declaration, the
government had passed the Foreign Investment (Protection) Act 1963 (Act No. 40
of 1963), which was geared at providing an enabling environment for foreign
investors. The Arusha Declaration was in essence therefore a reversal of this
earlier position. Laws were quickly enacted through which a number of foreign
enterprises were taken over by the state, resulting predictably in the decline in the
number of actual and potential foreign investors (Peter 1991 :45). It was only in
1990 that the Tanzanian government opened up to foreign direct investment with
the passing of the National Investment (Pro1notion and Protection) Bill.

Angola is yet another interesting case study. Prior to 1988, Angola had highly
restrictive legislation on foreign investment. In 1988, however, at approximately
the same time that the Soviet Union, one of the Angola government's most
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important financial and military supporters, introduced perestroika, the Angolan
government enacted new investment laws in an attempt to stimulate more foreign
direct investment inflows (Anderson 1993 :296). The economic and social misery
brought about by a protracted civil war and the subsequent collapse of the Soviet
Union provided the government with an opportunity to abandon completely its
socialist orientation and to reconsider its harmful anti-FD! policies (Anderson
1993 :297).

Nigeria, like Tanzania and Angola, has also had vacillating positions on foreign
investment: from anti to pro foreign investment. To underscore its shift in policy
towards foreign investors, Nigeria has passed in recent years a number of
legislative acts/decrees aimed at attracting foreign investment. The Nigerian
Enterprises Promotion Act 1989 for instance, is one such law. According to
Ubezonu ( 1993: 124), this Act, which allows foreign investors 100 percent
ownership of enterprises in Nigeria, represents a major shift from the
Indigenization Acts of the 1970s. The Indigenization Acts were aimed at both
transferring foreign ownership in companies to Nigerians and at reducing the
influence of foreigners on the Nigerian economy.

In constrast, Botswana adopted a different approach to foreign investors.
Government policy has always been a pragmatic one with the government
rejecting a narrow nationalist view that regards foreign direct investment as
inimical to economic growth (Bank of Botswana 1999; Kebonang 2001). Since its
independence, the country has been guided in its developmental strategy by the
philosophy of free enterprise and market economy.

3.3.2 Africa's Debt Crisis and its Origins

Africa's stagnant economic growth and its huge and unsustainable external debt
has been a major factor contributing to the continent's slow development and
growth. According to Easterly and Levine ( 199 5 :2), Africa's economic growth
since 1960 fits the "classical definition of tragedy: potential unfulfilled, with
disastrous consequences". Since the 1960s per-capita growth has been sluggish.
Over the period of 1965-1990 real per capita GDP did not on average grow in
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Africa, while in East Asia and the Pacific, per capita GDP growth was over five
percent and Latin America grew at almost two percent per year (Easterly and
Levine 1995 :2). Despite this, many African economies had until the second oil
crisis in the 1970s, been performing relatively well economically, with annual
growth rates of over six percent (Mkandawire 2001 :303). Countries enjoying such
growth not only included mineral-rich countries such as Gabon, Botswana, Congo
and Nigeria, but also included such countries as Kenya and Cote d'Ivoire which
slightly outperformed both Indonesia and Malaysia (Mkandawire 2001 :303).
However, for many African countries, the oil crisis in the 1970s saw whatever
economic growth that had been achieved rapidly shrink (Mkandawire 2001 :303;
Collier and Gunning 1999b:3). Many countries, with the notable exception of
Botswana and Mauritius, have not been able to sustain economic growth because
of failure to build up high rates of savings, investment and exports (Akyuz and
Gore 2001 :267). The deterioration of their economies has led to accumulation of
huge external debt that has crippled most economies.

Despite attempts by multilateral and financial institutions to ease Africa's debt
burden by re-scheduling debts, providing concessionary loans and in some cases
effecting a total debt cancellation, many African countries still continue to
experience difficulties in discharging their external debt repayment obligations.
For instance, Africa's external debt, which stood at just over US$11 billion in
1970, had by the early 1980s reached over US$120 billion (UNCTAD 2004a:5).
This external debt increased significantly during the structural adjustment period
in the 1980s and early 1990s and by 1995 it had reached a peak of US$340 billion
(UNCTAD 2004a:5). Over this period, total debt service paid by the continent
increased from US$3.5 billion to a peak of US$26 billion (UNCTAD 2004a:5;
World Bank 1989:20).

Prior to the early 1970s, the external debt of developing countries was relatively
small (UNCTAD 2004a:3; Todaro 1989: 411). The debt problem only magnified
as a result of the two oil-crises/shocks of the early and late 1970s and the global
economic recession of 1981-1982 (UNCTAD 2004a:7). The global economic
recession depressed demand for developing countries' exports, terms of trade
deteriorated and the balance of payments crises were exacerbated (UNCTAD

33

2004a:7). Thus, viewed holistically, the debt crisis now afflicting many African
countries has its genesis not only in the economic structures that were inherited at
the time of independence but also in the subsequent oil crisis which had been
created by the lending boom of the 1970s (a boom which occurred as a result of
the availability of the huge OPEC surpluses) and the world economic recession of
the 1980s. The availability of the OPEC surpluses generated a view that foreign
loans would help African countries "take off' on their own towards
industrialization and development (Ngwenga 1988:27). Further, because it was
mistakenly assumed that the world economic recession would be short-lived and
that prices of non-fuel commodities would recover quickly, many African
countries resorted to external borrowing to finance fiscal and external imbalances
(UNCTAD 2004a:7). According to Friedmant (1985), the expectation behind this
massive borrowing was that foreign finance would "spur industrial expansion,
build new productive facilities , develop natural resources, produce basic inputs,
fuel modem industry, and provide cheap, often subsidized supplies to domestic
industrial firms " (quoted in Ngwenga 1988:27).

The assumption that Africa would "take-off' proved to be wrong. Africa is still
reeling from the aftermath of the 1970s binge of borrowing. Whilst some Asian
countries with a strong manufacturing sector could limit their debt burden by
increasing their export volumes, the reliance by many African countries on
primary products and their non-diversified economies, gave them little room for
manoeuvre (UNCTAD 2004a:8). For many African countries, the cost of
borrowing has manifested itself in the accumulation of huge external debts that
have become almost impossible to repay. By 1995 for instance, arrears
accumulated by African countries on principal repayments exceeded over US$41
billion (UNCT AD _2004a:5 ; Akyuz and Gore 2001 :284). As a result, many
countries ha e had to reduce their imports and public expenditures in order to pay
their foreign debts (UNCT AD 2004a:9).

Attempts to stimulate economic gro rth through the imposition of new and higher
taxes on indi iduals and corporations ha e not been successful. Because higher
taxes usuall result in a lo er rate of returns to investors, it is likely that their
imposition has or ma ha e reduced the le els of in estments undertaken and
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thereby impacting on optimal economic growth rates (Patillo, Poirson and Ricci
2002:6; Claessens, Detragiache, Kanbur and Wickman 1997: 240). Limited
economic growth has meant that many countries must now rely on foreign aid and
the good will of the international community to achieve their developmental goals.

3.3.3 The Aid Dependency

As noted, Africa's huge external debt has resulted in the continent having to rely
more on overseas development aid (ODA) for its socio-economic development.
Notwithstanding recent declines in the level of aid flows to Africa, the continent
has in the past enjoyed exceptionally high levels of aid compared to other
developing regions ( see Table 3 .1 below).
Table 3 .1. Comparative Statistics on aid and economic performance, 1980-88

Sub-Saharan Africa

Other Developing countries

A) AlD INDICATORS
1. Aid per capita($)

21.8

5.5

2. Aid as % of per capita income

4.9

0.8

3. Aid as % of gross domestic investment

33 .5

3.3

4. Aid as % of imports

25.7

5.2

B) PERFORMANCE INDICATORS (ANNUAL RATES OF CHANGE)
5. Per capita income

-6.4

+0.8

6. Per capita private consumption

-1.1

+0.8

7. Gross investment

-4.1

+ 1.8

8. Export volumes

-5 .1

+7.3

Source: Table adapted from Killick (1991) with minor modifications

Despite massive inflows of aid, as reflected in Table 3 .1 above, the continent has
not achieved any meaningful economic growth. In fact, the continent has remained
on the fringes and has been outperformed by those regions that have received less
aid. This has led many commentators to question whether aid is useful in
stimulating economic growth. Boone (1996:322) asserts for instance that while aid
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may increase consumption, it does not promote economic development. In
contrast, Gomanee, Morrissey, Mosley and Verschoor (2005:364) contend that aid
can have a positive effect on welfare by increasing income or access to social
services via its effect on growth. Likewise both Morrissey (2004: 154) and
Durbarry (2004: 197) find in their studies that aid promotes growth. On the other
hand, Collier and Dollar (2002: 1476) argue that the effectiveness of aid depends
both on the quality of policies and the amount that a country receives. It will be
more effective were there are sound policies in place (see, also, World Bank
1998). But, Ram (2004:208), after a review of the literature on aid concludes that
there is no evidence to support the view that dir_ecting foreign assistance to
countries

with

good

"policy",

"management"

or

"policy-institutional"

environment enhances the impact of such aid on economic growth or poverty
reduction in developing countries.

The above debates notwithstanding, Africa's perilous economies have rendered
aid a crucial component in Africa's development initiatives. As Goldsmith
(2001 :144) asserts, aid has allowed African states to pay for and carry out many
basic public functions which they would otherwise not have been in a position to
meet. However, recent decline in aid inflows now mean that Africa must find new
ways of funding its development. Aid flows to Africa, which were at US$32
billion in 1990 had significantly dropped down to US$19 billion by 1998 (World
Bank 2000: 236). In addition to this donor fatigue, the end of the Cold War has
shifted attention of Western donors from Africa to former communist states in
Eastern Europe (World Bank 2000:237). Equally, the composition of aid flows has
also changed. It is no longer focused primarily on project assistance and structural
adjustment loans but to humanitarian assistance and peacekeeping. The emphasis
on these areas has meant that Africa must now compete with other regions for the
same pool of resources needed for development (World Bank 2000: 236).

Initiatives by the World Bank and the International Monetary Fund (IMF) such as
the Highly Indebted Poor Countries Initiative (HIPC) aimed at reducing the debt
burden of all eligible countries to sustainable levels only provide partial solutions
to Africa's debt problem. Under the HIPC, which came into being in 1996, only
countries that are considered to be either least developed or highly indebted poor
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countries qualify for assistance. Assistance is conditional upon a country having
successfully implemented macro-economic stabilization and policy reforms for a
period of at least three years (UNCT AD 2004a: 14; Hj ertholm 2003: 67; Boote and
Thugge 1997: 17). Once a country achieves this, it is deemed to have reached a
decision point. A decision point refers to a process in which the Board of the IMF
and the World Bank formally approve a country's eligibility and the international
community commits itself to providing the debt relief required to reach debt
sustainability (UNCT AD 2004a: 14). Because the assistance given is only meant to
bring the debt down to a sustainable level, states are still obliged to discharge the
remaining external debt. As well intentioned as this initiative is, it is unclear how
African countries in the face of declining commodity prices and unfavorable
trading terms can maintain sustainable debt levels. There is perhaps a case for total
debt cancellation.

3.3.4 Structural Adjustment Programs (SAPs)

Worsening economic conditions brought by unfavorable trade terms and bad
economic management, have led a number of African countries to undertake
structural adjustment programs (SAPs). SAPs have essentially required reforms in
the following areas: deflationary measures such as removal of subsidies and
reduction of public expenditures; institutional changes that consist of privatization
and deregulation of prices, interest rates, imports and foreign exchange and
expenditure-switching measures which include devaluation and export promotion
(Bird 2004:623 ; Logan and Mengisteab 1995:3 ; Krugmann 1995:140). These
reforms are primarily targeted at minimizing the role of the state in economic
activities in favor of market forces.

The appropriateness of SAPs in overcoming Africa' s economic cnses has
generated a number of debates and controversies. The chief proponents of SAPs,
mainly the IMF and World Bank, argue that in the past SAPs have had a positive
impact on the economies of n1any of the reforming countries. They claim:
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When

the

performance

of reforming

countries

is

compared with that of non-reforming countries, there is
evidence that the combination of reforms and added
assistance has led to higher agricultural growth, faster
export

growth,

stronger

GDP

growth

and

larger

investment (World Bank 1989:3; Nyang'oro 1992: 17).

At the other end of the spectrum, critics contend that countries that have
undertaken structural adjustments have fared badly and are worse off than they
were before the reforms (UNCTAD 2004a:5; Adedeji 1999:552; Lopes 1999:514;
Nyang'oro 1992: 15; Sandbrook 1991 :95). The initial growth of some of the earlier
star performers under adjustment programs such as Ghana, Madagascar, Malawi,
Mauritania and Zambia, was not underpinned by rising rates of savings and
investment to be sustainable (Akyuz and Gore 2004: 272; 2001 :270; Mkandawire
2002:113). In fact, according to the 1994 World Bank Report, out of the 29
adjusting African countries, only 6 were successful. This clearly gives credit to the
claim that SAPs have been harmful.

Although it could be argued that the failure of SAPs can be attributed to a lack of
institutional capacity in adjusting countries, critics contend that many SAPs failed
because they were founded on general rather than context specific policies. They
were not adapted to the specific circumstances prevailing in each host country but
rather "tended to be uniform from country to country, imposing a top-down
approach with little consideration for the subtle nuances of each developing
nations' culture and economy" (Trent 2002:224; see also, Logan and Mengisteab
1995:3; Lopes 1999:514). Apart from lin1iting the role of the state in the economy,
SAPs failed to provide viable alternative mechanisms for achieving sustainable
growth. As Akyuz and Gore (2001 :283) remark:

[SAPs were] founded on the premise that once policy
distortions are removed, the domestic economy will
behave according to the textbook models of perfect
competition, and economic activity will automatically
spring up like mushrooms.
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Althought the IMF and the World Bank have recently conceded that SAPs did fail
to achieve desired results in certain cases, they nonetheless maintain that these
created the necessary foundations for the resumption of growth (World Bank
1994:219). The concession by the Bank demonstrates that contrary to the belief
that states are ineffective and ineffecient players in market activities, the market
cannot be allowed to operate on its own. There is clearly a role for the government
to play in the market. Market-oriented economic reforms should not mean a
shrinkage of government rule as such reforms do not necessarily lead to
sustainable economic growth and can be harmful.

3.3.5 Infrastructural Development

Poor infrastructural development and sometimes the lack thereof, coupled with
high transport costs, have also played a part in Africa's sluggish economic
performance. Africa's infrastructural development not only lags behind but is also
less reliable relative to other regions in the world (Sachs 2005; 193; Collier and
Gunning 1999; Mlambo and Oshikoya 2001 :23; Limao and Venables 2001 ). This
has increased the cost of doing business in the continent and affected the rate of
returns of investments made (World Bank 2002). The 1999 UNCT AD study
indicates for example, that in 31 out of 43 countries in Sub-Saharan Africa, freight
costs of imports are on average 50 percent higher than in other developing regions
and that transport costs for exports are 30 percent higher than those of its
competitors (UNCT AD 1999 Press Release). Apart from the poor infrastructure,
the fact that many of the countries in Africa are landlocked has further contributed
to the high transportation costs. A study by Limao and Venables (2001:471 ),
indicates that transport cost for landlocked African countries is not only 50 percent
higher on average, their trade volumes are 60 percent lower than those of coastal
economies.

3.3.6 Lack of Human Capital

Lack of human capital and technically skilled labor has been another contributing
factor to Africa' s slow economic growth. As noted earlier, being pre-occupied
with exploiting Africa's mineral wealth and its cheap labor, the colonial
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governments did little in terms of the educational development of their colonies.
No appropriate educational curriculum was developed to equip the few African
students who were privileged enough to have access to education with the
necessary scientific and technological skills suitable for Africa' s industrial
development.

When political independence came in the 1960s, gross primary enrolment in all
sub-Saharan Africa stood at 36 percent. In con1parative terms this was roughly
half of the levels found in Latin America which stood at 73 percent and Asia at 67
percent (World Bank 1988; Oyelaran-Oyeyinka and Barclay 2004: 121 ). Although
the levels of primary enrolment improved post-independence from 39 percent in
1960 to 81 percent by 1980, Oyelaran-Oyeyinka and Barclay (2004: 121) contend
that Africa's academic structure which was bequeathed to it by its colonial masters
and maintained after independence, has been unsuitable for its industrialization
(see also, Fabayo 1996:360). They maintain that the curriculum has been highly
academic, subject-centered and focused primarily on producing an academic elite
not particularly relevant to the industrial needs or development of the continent. At
tertiary level, this education system has produced an inappropriate mix of skills.
Arts and humanities predominate (60 percent of the students enrolled in this area).
Science and engineering account for only 40 percent of the students enrolled.
Fabayo (1996:360) argues that the colonial system retarded technological
development in Africa by " [its] deliberate policies not to promote scientific and
technological development in the continent". As a result, apart from South Asia,
Africa has become one of the least skill-abundant regions (Wood and Mayer
2001:376).

In light of the above, one can argue that the colonial bias towards an arts and
humanities curriculum in education and its retention by post-colonial African
governments has been a limiting factor in Africa' s ability to attract technologically
driven investments and hence a limiting factor in its economic growth. This lack
of technological know-how has, or may have, meant that certain kinds of
investments with special or specific labor requirements could or cannot be made
and some types of capital cannot be imported for lack of capacity.
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3.3. 7 Good Governance and Democracy

Africa's developmental agenda has similarly been stifled by lack of good
governance and democracy. The World Bank (1989:60) defines good governance
as the "exercise of political power to manage a nation's affairs". It is considered to
be synonymous with sound development management (World Bank 1992: 1).
Good governance can also be understood in terms of three major components.
First, it is the form of political authority that exists in a country, be it
parliamentary or presidential, civilian or military, autocratic or democratic.
Second, it is the means through which authority is exercised in the management of
economic and social resources. Third, it is the ability of governments to discharge
their functions

effectively, efficiently and equitably through the design,

formulation and implementation of sound policies (Ayee 1998:5; World Bank
1992). The key aspects of good governance include political and bureaucratic
accountability, a reliable judicial system, freedom of association and participation,
freedom of information and expression and an effective and efficient public sector
management (World Bank 1992; Ayee 1998:5). According to Ndulo (2003:320),
good governance ensures that political, social and economic priorities reflect
broad consensus in society and that decision makers represent the voices of the
poorest and the most vulnerable in allocating development resources.

Democracy on the other hand, is defined by Schumpeter (1950) as a "political
system where its most powerful collective decision-makers are selected through
periodic elections in which candidates freely compete for votes and in which
virtually all the adult population is able to vote" (quoted by Chen and Feng
1999:2; see, also, Ndulo 2003 :321 ). However, democracy is not simply a question
of institutional architecture, elections, laws and organizational structure. It is also
a question of how political power is distributed within society and involves the
growth of institutions that foster voice and accountability (Boyce 2004:597; Ake
1991:34).

Against the above definitions of good governance and democracy, what is then the
history of governance and democracy in Africa? Generally, good governance and
democracy have not been central aspects of Africa's political landscape. Many
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countries, which were initially democratic at independence such as Ghana,
Nigeria, Zambia, Ethiopia, Uganda and Kenya, succumbed either to one-party
dictatorships or military rule. Botswana and Mauritius have been the only
countries to enjoy sustained periods of democratic rule (Chazan 1993 :71 ).

A number of scholars, among them Claude Ake (1991); Muna Ndulo (1999);
Naomi Chazan (1993); Charles Rowley (2000) ; Bruce Berman (1998) and
Seyoum Hameso (2002) whilst conceeding that good governance and democracy
are essential for development, contend that any assessment of governance and
democracy in Africa must be premised against .the continent's history of
colonization. They argue that the state during the colonial period was
authoritarian, coercive and undemocratic in the way in which it operated. Ake
(1991 :32) in particular, argues that during the colonial period, political discourse
not only excluded democracy but that even the idea of good governance and
politics was reduced to the clash of one exclusive claim of power against another.

Similarly, Ndulo (1999) contends that in bequeathing African governments with a
bureaucracy that emphasized hierarchy, compliance and discipline, the colonial
authority neglected to address other important concerns such as public
accountability, responsiveness and participation. Upon independence, "African
Presidents [simply] replaced the colonial Governor in fact and in deeds" (Ndulo
1999). Oppression, repression, lack of accountability and exclusion became
embraced as legitimate ways of ruling (Hameso 2002; Berman 1998:329; Ake
1991 :33). State power has for the most part therefore remained "as absolute and
arbitrary as that of the colonial powers that had preceded it" Rowley (2000: 139).

In explaining the failure of Africa's first experiment with democracy, Chazan
(1993 :71 ), maintains firstly, that colonial masters implanted the structures of
democratic governments in Africa at a time when the anti-colonization movement
was strong. Secondly, democracy was imposed without any proper institutions in
place to nurture it and without having prepared a political leadership that was
committed to it. Without proper political orientation, the failure to abide by
pluralistic democratic rules was therefore inevitable (Chazan 1993 :71 ). Thus,
abuse of power, corruption, pursuit of special interests and lack of accountability
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became and continues to be an established norm in the way that public power is
exercised in Africa.

Despite, Africa's initial failure with liberal democratic norms, there have been
attempts in recent years to introduce both democratic and governance reforms.
Many of these reforms have either been instigated by popular revolts and
disgruntlement with the status quo by citizens or by pressure from the donor
community. Elections that have followed these demands or pressures have
however hardly produced leaders that are committed to democratic ideals.
Electoral reforms have been cosmetic and largely targetted at placating the the
donor community. In particular, where such reforms had been demanded as part of
the aid conditionality:

Some authoritarian regimes [have] skillfully transformed
themselves into dominant parties within fa9ade-type
multi-party systems as in Kenya [and] Ethiopia [thereby]
demonstrating their resilience as political machines.
Others [have] continued ... with as little or as much, by
way of development collaboration contacts as they had
before (Doornbos 2001 : 101 ).

Prah (2002:2), among others, maintains that in many African countries, the only
elections that have been without any taint of vote rigging or unfair electoral
practices have been those that ushered in the first post-independence governments.
Others have been manipulated to produce results favorable to incumbent regimes.

Africa's history of authoritarian rule notwithstanding, there have been positive
developments. The recent wave of democratization in the continent, which have
ushered in multi-party elections in Malawi, Kenya, Zambia, the dismantling of
apartheid rule in South Africa and the return of civil rule in Ghana and Nigeria are
all examples (Kebonang 2003a:36). But as Ake (1993 :241) points out, if
democracy is to be sustainable, it must not only emphasize issues of human rights
but must also lead to the improvement in the living standards of general citizens.
There must be material benefits and the economic empowerment of citizens if
democracy is to thrive (Ake 1993 :241 ).
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3.3.8 Poor Leadership

Of the many factors that have contributed to Africa's lack of socio-economic
development, the least studied has been the role of political leadership. According
to Rotberg (2003 :28), during the past three decades, roughly 90 percent of subSaharan Africa's leaders have behaved despotically, governed poorly, eliminated
their peoples' human rights and civil rights, initiated and exacerbated existing civil
conflicts, decelerated per-capita economic growth and proved corrupt. Rowley
(2000:138) on the other hand, likens many African leaders and governments to
bandits. He contends that whilst colonial powers . had behaved like bandits,
compared to African leaders, they were rational stationary bandits because they
were interested, even if for selfish reasons, to endorse minimalist laws designed to
protect property rights, to improve infrastructure and productive capacity in their
colonies in order to raise their stock of wealth. On the other hand, African leaders,
apart from amassing personal fortunes, have not had any inclination to improve
their people (Rowley 2000: 139). Accordingly, he argues that the term
"kleptocracy", which means "government by a ruling body of thieves; a nation
ruled by thieves" can properly be used to describe some African governments
(Rowley 2000: 146).

3.3.9 Corruption

Related to poor leadership is also the pervasive levels of corruption. The weakness
of civil society, the corruption of the judiciary, the non-enforceability of laid-down
rules and regulations, and at times the cultural rationalization of corruption have
contributed to its ever-spreading nature in Africa (Ihonvbere 2003 :69). Through
the solicitation of bribes and other corrupt practices, public funds have either been
diverted into private accounts, basic public services curtailed and in certain
instances investments discouraged or made to operate in a highly unpredictable
environment.

Corruption, whether public or private, makes investment particularly for foreign
investors costly. Much time and effort is devoted to paying bribes to an
indeterminate number of officials than pursuing profitable business activities. In a
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survey by Butler (2001) of 45 European and South African investors, quoted in the
2003 report of the Developm ent Bank of Southern Africa (DBSA), corruption was
singled out as a critical impedime nt to investment in Africa (DBSA Report
2003: 100). Table 3 .2 below provides a snap shot of the ranking of African
countries according to their perceived levels of corruption. The country rank (in
the first column) indicates the position held by a country in terms of its perceived
level or prevalence of corruption relative to other countries. A country that has a
numerical ranking of one, for instance, will be considered least corrupt but the
degree or perceptio n of corruption increases as the numerical listing goes
downwards. As evident from Table 3 .2, eight of the top ten highly corrupt
countries (lying in the country ranks of 122-144) (Nigeria, Cote d'Ivoire,
Democratic Republic of Congo, Angola, Kenya, Cameroon, Sudan and Niger) are
in Africa, with Botswana and Tunisia being the only two African countries making
it into a group of 40 least corrupt countries.
Table 3.2. Corruption Perception Index 2004
Country

Country

Rank

2004

CPI

Confidence Range**

Score*

1

Finland

9.7

9.5 - 9.8

2

New Zealand

9.6

9.4-9 .6

3

Denmark

9.5

9.4 - 9.7

Iceland

9.5

9.4 - 9.7

5

Singapore

9.3

9.2 - 9.4

31

Botswana

6.0

5.3 - 6.8

39

Tunisia

5.0

4 .5 - 5.6

44

South Africa

4 .6

4.2 - 5.0

48

Seychelles

4.4

3.7- 5.0

54

Mauritius

4 .1

3.2 -4 .8

Namibia

4.1

3.5 - 4.6

64

Ghana

3.6

3.1-4.1

74

Gabon

3.3

2 .1-3 .7

77

Benin

3.2

2.0 - 4.3

Egypt

3.2

2 .7 -3 .8

Mali

3.2

2.2 -4.2

45

Morocco

3.2

2.9 -3.5

82

Madagascar

3.1

1.8 -4.4

85

Senegal

3.0

2.5 -3.5

90

Gambia

2.8

2.2-3.4

Malawi

2.8

2.2 - 3.7

Mozambique

2.8

2.4-3.1

Tanzania

2.8

2.4 -3 .2

97

Algeria

2.7

2.3 - 3.0

102

Uganda

2.6

2.1-3.1

Zambia

2.6

2.3 - 2.9

108

Libya

2.5

1.9-3.0

122

Niger

2.2

2.0 - 2.5

Sudan

2.2

2.9 - 2.3

Cameroon

2.1

1.9 - 2.3

Kenya

2.1

1.9 - 2.4

Angola

2.0

1.7-2.1

Congo

2.0

1.5 - 2.2

Cote d'Ivoire

2.0

1.7-2.2

144

Nigeria

1.6

1.4 - 1.8

145

Bangladesh

1.5

1.1-1.9

Haiti

1.5

1.2 - 1.9

129

133

Democratic Rep

Table

adapted

with

modifications.

Source:

Transparency

International

available

at

http: //www.transparency.org/cpi/2004/cpi2004.e n.html
*A CPI 2004 Score: relates to perceptions of the degree of corruption as seen by business people,
academics and risk analysts, and ranges between 10 (highly clean) to 0 (highly corrupt).
**High-Low Range: provides the highest and lowest values of the different sources.
***All countries in bold are African countries

The escalation of corruption in Africa has been exacerbated by the lack of good
political leaders. The tendency of African leaders to use their positions to selfenrich has led commentators such as Udombana (2002:353) to pointedly remark:
With very limited exceptions, a typical African leader
behaves like a puppy when the hated bath is over-he
shakes himself as dry as he can and races off to reacquire
his comfortable dirtiness, if not in the nearest manure
heap, at least, in the nearest flower bed.
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Corruption in high places has indeed seen the dissipation of state resources.
Commenting on Nigeria and Guinea, Udombana (2002: 342-3), contends that it is
ironic that Nigeria, which is the largest sub-Saharan oil producer, should be
classified as one of the poorest countries in the world. He traces the country's
precarious position to the rampant corruption in the country and greed of fonner
military rulers. With respect to Guinea, he asserts that the country with the largest
bauxite deposits, gold and diamonds should by all accounts be a prosperous state
and not languishing at the bottom position of the UNDP annual Hu1nan
Development Index. According to Udombana (2002:343), the reason for its
i1npoverished state is because:

Corruption permeates each and every aspect of official
life in the country: from the lowest customs official at the
airport to senior government functionaries .... There is
[also] hardly any legal business framework in the country,
thereby making any potential investor highly vulnerable
to official extortion without recourse to the law.

Despite a general awareness that corruption deters investors by increasing
transaction and operating costs (World Bank 2003 :79; Smarzynska and Wei
2000), anti-corruption legislation and policy enactments have not been actively
promoted in many African countries. According to Transparency International,
anti-corruption legislation has been pro1nulgated mostly as a result of pressure
from international institutions such as the IMF, the World Bank and the donor
community (Global Corruption Report 2003: 17). Launched with great fanfare in
the media and often accompanied by the dismissal of a handful of government
officials, campaigns against corruption typically remain rhetorical. There is often
no genuine political support from leaders (Global Corruption Report 2003 :227).

The lack of political will in combating corruption may have to do with the fact that
in many instances senior officials and political leaders entrusted with the running
of goverrunent are themselves active participants and assesories in corrupt
practices. In Zambia for instance, the Movement for Multiparty Democracy
(MMD), which won the first multi-party elections in 1991 against President
Kaunda's United National Independence Party (UNIP), and had came to office on
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a platform of accountability and transparency, became embroiled in corruption.
Several government ministers have had to resign over allegations of corruption,
drug trafficking, abuse of office and other extralegal activities (Ihonvbere
2003:69). President Chiluba, who stepped down from office as Zambia's Head of
State in 2001, despite coming to office in 1991 on an anti-corruption slogan
against Zambia's first President Kenneth Kaunda, has become the epitomy of
plunder and corruption. Currently facing prosecution, it is alleged that during his
tenure in office, he stole over US$40 million of public funds (BBC News World
Edition 16 February 2004). Similarly, President Mobutu Sese Seko who ruled
Zaire from 1965 to 1997 (the present day Democratic Republic of Congo) had
reportedly accumulated over $4 billion in private assets by the mid- l 980s whilst
his country was wallowing in a debt of over US$ 14 billion at the time
(Ndikumana and Boyce 1998: 194; Rowley 2000: 154). Likewise, General Sarni
Abacha who ruled Nigeria for 5 years and whose bank account was frozen after
his death in 1999, is reported to have had over US$ 2 billion in his family Swiss
bank accounts (Boyce and Ndikumana 2001 :28). Recently, South Africa's Deputy
President Jacob Zuma, was dismissed from his position as Deputy President by
President Thabo Mbeki following allegations that he had taken bribes ( Mail and
Guardian 14 th June 2005; BBC World Edition 20 th June 2005). The action by
President Mbeki clearly demonstrates his commitment to good governance.

The general failure of political leadership in Africa has also contributed to the
problem of capital flight. The term capital flight is normaly associated with short
term capital outflows for speculative purposes or with outflows resulting from
economic or political uncertainties in the home country (Khan and UI Haque
1987). It is money that is "fleeing" from the country rather than external
investment guided by long-term economic considerations (Khan and UI Haque
1987). This phenomenon is usually indicative of a lack of confidence in the
continent's socio-economic and political environment. In their study of 25 SubSaharan countries, Boyce and Ndikumana (2001 :29) found that private external
assets accumulated through capital flight exceeded the public external debt of the
region as a whole. By 1996 for intance, the total external debts of the 25 [African]
countries stood at US$178 billion, while their cumulative capital flight amounted
to US$193 billion, or US$285 billion if imputed interest earnings on flight capital
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were included in the total. In short the stock of capital flight exceeded the stock of
debt in the average of US$14.5 billion to US$106.5 billion (Boyce and
Ndikumana 2001 :29).

3.3.10 Internal Conflict

Africa's prosperity has also been profoundly affected by a number of civil wars
that have been waged and fought in the continent over time. Recent studies have
shown a strong correlation between natural resources and civil wars (see, for
instance, Ross 2004; De Soysa 2002; Buhaug and Gates 2000). Irrespective of the
nature or form of the conflict, valuable resources have had to be expended to
finance these conflicts at the expense of providing desperately needed socioeconomic amenities. Over the past 40 years, nearly 20 African countries (or about
40 percent of Sub-Saharan Africa) have experienced at least one period of civil
strife (Elbadawi and Sambanis 2000:244; Herbst 2000: 270). Accounting for the
widespread incidence of civil wars on the continent has been high levels of
poverty, failed political institutions and economic dependence on natural resources
(Ross 2004:50; Addison, Le Billion and Murshed 2003 :366; Buhaug and Gates
2002:420; Elbadawi and Sambanis 2000:245).

As illustrated in Table 3 .3 below, in countries such as Angola, Sierra Leone,
Congo-Brazzavile and Zaire (present day Democratic Republic of Congo)
conflicts have mainly been influenced by both the availability and the need to
control natural resources rather than real differences over political ideologies or
political orientation of leaders. In Angola, for instance, the control of diamonds by
the rebel movement, the National Union for the Total Independence of Angola
(UNIT A) on one hand, and the control of oil on the other by government, kept the
war alive for over 25 years for both sides until the death of the UNIT A leader,
Jonas Savimbi in 2002 (Shaw 2003:491). Between 1994 and 1998, UNITA rebel
movement in Angola was able to export between US$3 and US$4 billion worth of
diamonds which helped finance its civil war efforts that cost over half a million
lives, displaced over 3 .5 million and forced 300, 000 refugees to flee the country
(Bindenagel 2003 :3). In Sierra Leone, the diamonds-for-arms trade, transformed
the Revolutionary United Front (RUF) from a band of 400 to a rebel army of
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thousands and led to a civil war which resulted in the deaths of over 50, 000 peole,
displaced over one-third of the country's 4.5 million people and drove over 500,
000 to neighboring countries (Bindenagel 2003 :3; Udombana 2003: 62).
Table 3.3: Civil Wars Linked to Resource Wealth 1990-2000

Country

Duration

Resources

Angola

1975-2002

Oil and Diamonds

Congo Republic

1997

Oil

Congo, Dem. Rep

1996

Copper, coltan, diamonds,
gold, cobalt

Congo, Dem . Rep

1997-99

Copper, coltan, diamonds,
gold, cobalt

Liberia

1989-96

Timber, diamonds , rron,
palm oil, cocoa, coffee,
marijuana, rubber, gold

Sierra Leone

1991-2000

Diamonds

Sudan

1983-

Oil

Source: Table adapted from Ross (2004) with slight modifications

Non-economic considerations have also played a part in flaming civil strife in the
continent. A typical example has been the recent Ethiopian-Eritrean war over a
small territorial boundaries with no economic significance (border dispute).
According to Jon Abbink (2001 ), resolving the conflict has proved difficult
because:

Mutual

views

are

colored

by

spite,

disdain

and

resentment, based on [the] past crisis and differences of
opinion between these two former guerri lla movements
now in power. The psychology of the conflict seems to be
as important as its political or material aspects, certainly
at the level of leadership, (cited by Udombana 2003:61).

Some conflicts which may initially have been confined to a specific country, have
sometimes escalated to assume a regional dimension. State failure and violent
conflict in Liberia for instance ignited internal conflict not only in Sierra Leone
but also other parts of the forest region of Guinea (Sawyer 2004:437). Similarly,
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the war in the Democratic Republic of Congo (DRC) led to direct involvement of
foreign troops from Zimbabwe, Angola, Namibia, Uganda and Rwanda, directed
at either the DRC government or rebel movements (Shaw 2003 :491 ).

Not only have civil wars and regional conflicts led to the unnecessary loss of
human lives and the internal displacement of large sections of communities, they
have also destroyed infrastructural developments and collapsed most economies.
In Sudan over 2 million people have died from the civil war since 1983. Until the
recent formation of the government of national unity in 2005, Somalia has been
partitioned between rival warlords with no formal or centralized government
(Udombana 2003:60).

Although the availability of natural resources has greatly contributed to conflict in
the continent, in some countries such resources have been harnessed for the
benefit and development of the citizenry. In countries such as Botswana, South
Africa and Namibia, the discovery of diamonds has been instrumental in
improving the living standards of most people and has allowed the state to pursue
its socio-economic development goals (Shaw 2003 :492). In recent years however,
diamond producing countries have had to deal with unprecedented attacks and
negative campaigns from international comsumer groups which sought to link
diamond mining with human rights violations.

3.3.10.1 The Kimberly Process

The Kimberly process was a response to international campaigns and threats by
consumer groups to boycott the diamond market. Diamond producing countries
were being accused by international consumer groups of complicity in human
rights abuses and fomenting civil strife. In response to these threats, major
diamond producing countries such as Botswana, South Africa, Namibia and others
and the leading diamond companies came together in 2000 in Kimberly, South
Africa, to agree on the rules that would regulate the diamond industry. The
Meeting culminated in the Kimberly Process, a mechanism through which
"conflict diamonds" (those from rebel groups) were to be excluded from
international trade. According to Ralph Hazelton (2002: 1):
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South Africa, Botswana and Namibia have been at the
forefront of the campaign to halt conflict diamonds and to
create a certification system which would assist in this.
They, along with the diamond industry, have also been
the most vocal champions of 'prosperity diamonds' and
'diamonds for developme nt'. NGOs focusing on conflict
diamonds have been accused of neglecting this side of the
coin and of endangerin g the entire diamond industry
( quoted in Shaw 2003: 492).

The Kimberly Process requires the universal certificati on of rough diamonds by
the diamond industry to indicate their source or place of origin. The goal of the
process is to ensure that both sellers and consumer s know where the diamonds
originate (http://ww w.epnetw ork.co.za /kimberle y/backgro und.asp). In 2003, after
years of negotiatio ns, the Kimberle y Process Certificat ion Scheme was officially
imple1nented. The scheme which now involves over 55 countries makes it illegal
to trade in conflict diamonds. It requires that all shipment s of rough diamonds to
and from signatory countries should have certificates issued by participat ing
governme nts guarantee ing them as "conflict free", 1n addition to keeping or
maintaini ng

import

and

export

statistics

for

such

diamonds

(http://www.epn etwork.co .za/kimbe rley/back ground.as p).

Apart from the Kimberly Process, another initiative called Extractiv e Industries
Transpare ncy Initiative (EITI) was establishe d in 2002. This initiative was
launched by the United Kingdom 's Prime Minister, Tony Blair, at the World
Summit on Sustainab le Developm ent in Johannesb urg, South Africa, in Septembe r
2002 (EITI Report 2003). The initiative, which is being coordinat ed by the UK
Departme nt for International Developm ent, is a multi-stak eholder partnersh ip of
oil and mining companie s, northern and developin g country governme nts and
NGOs. The objective of the initiative is to promote transpare ncy over payments
and revenues in the extractive sectors in countries heavily dependen t on these
resources through a system of voluntary disclosure of revenue payment (EITI
Report 2003).
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3.4 Market Access

Contributing to Africa's lack of economic progress has been the lack of or
restricted access of its products (particularly its agricultural products) to
international and regional markets. The restrictions and barriers to market entry
have reduced both the export earnings of many African countries and the incentive
for foreign investors to invest in the continent. However, over and above existing
trade barriers, African countries have failed to take advantage of the preferential
access provided to them in certain international markets. For instance, despite their
preferential access to the European Union (EU) market under the Cotonou
agreement and its predecessor, the Lome Convention, African countries have been
out-performed by other developing countries enjoying no preference in terms of
trade performance with the EU. The share of trade of African countries in EU
imports had by 1980 declined to 4.3 percent from 7 percent in 1975 and had by
1998 dropped to 3 percent (Szepesi 2003 :6).

Under the new Cotonou agreement, the non-reciprocal duty-free access of most
African products into the EU market is to be phased out by December 2007 in
order to comply with the World Trade Organization (WTO) rules on nondiscrimination (see, Article 36.1 Cotonou Agreement).

Non-reciprocity trade

preferences are to be replaced with a set of reciprocal Economic Partnership
Agreements (EPAs) by January 2008 (see, Article 37.1 Cotonou Agreement) ..
With this new arrangement, African states will no longer be able to discriminate
against European goods or have preferential treatment in the EU market. They will
be expected to open up their domestic markets to the more competitive European
goods. Whether African countries will be able to compete effectively against their
European counterparts remains to be seen. One may speculate nonetheless that
without the luxury of governmental protection, inefficient domestic enterprises
and infant industries in Africa are likely to be crowded out by powerful European
multinational corporations unless they become more competitive. Equally, the
introduction of the reciprocal trade regime will lead to loss of revenue for most
countries as they will no longer be able to levy duty tax on EU imports (Bilal
2002:6; McQueen 1999:4). This calls for states to find new ways of raising
revenue.
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Apart from the failure to take advantage of preferential treatments, African
countries and generally developing countries as a whole, often lack capacity to
negotiate better deals in a great many instances. They do not have sufficient
resources or the necessary expertise to allow them to engage meaningfully with
their counterparts from the more developed North. Even in rare cases where they
are able to act collectively against developed nations, as they did in 2003 at the
WTO-Cancun meeting, Mexico, individually they are unable to withstand the
demands made on them by these developed countries at bilateral level (Kebonang
2003b: 16 ).

Although African countries have and can obtain concessions under a multilateral
setting, the reality is that multilateral negotiations are often dominated by the more
developed and economically powerful countries particularly the United States of
America, European Community, Japan and Canada (the so called Quad) (Drahos
2003 :79; Kebonang 2003b: 17). Individually each of these Quad states has
sufficient bargaining power of veto and together they can use their bargaining
power to shape the outcome of negotiations (Drahos 2003 :91; Kebonang
2003b: 17). Faced often with prospects of retaliation, African states, many of
which are poor and economically dependent on the more powerful industrialized
states for aid, trade and market access, are unable influence the outcome of
negotiations in any significant way.

3.4.1 The African Growth Opportunity Act

Apart from the Cotonou agreement, another agreement intended to promote both
investment and privileged market access for African goods into the United States
of America is the African Growth and Opportunity Act (AGOA). Although the
agreement is meant to give African countries privileged access to the lucrative
American market, few African countries have been able to take advantage of the
preference. Under AGOA, preferential treatment is mainly limited to textile and
apparel articles exported to the United States and does not cover other
commodities such as agricultural or mining products (see, Section 112 AGOA
Agreement). Many African countries lack a vibrant manufacturing sector that
would enable them to take advantage of the preference. As Table 3 .3 below
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shows, many African countries depend on the production of primary products or
resource-based sectors for their exports. Unless they are able to diversify their
economies from the mining to the manufacturing sector, economic growth will
remain li1nited.
Table 3 .3. Actual Export Composition of African Countries, 1990, in Percentage Form

Share of Manufactures in total
Exports

Share of
Primary Export

Actual

Actual

Botswana

9.0

20.1

Cameroon

8.2

15.1

Central Afr. Rep

2.2

11.5

Cote d'Ivoire

5.7

26.7

Ethiopia

4.1

21.0

Gambia

0.6

23.4

Ghana

3.2

27.9

Guinea

0.7

24.6

Kenya

21.1

20.0

Madagascar

14.2

5.1

Mauritius

61.2

7.5

Mozambique

46.4

3.4

Namibia

9.6

38.9

Senegal

13.5

56.4

South Africa

28.6

24.8

Swaziland

13.4

93.1

Zaire (now DRC)

5.1

60.6

Zambia

4.0

97.3

Zimbabwe

34.4

20.1

Table adapted frorn Wood and Mayer (2001 :384) with slight modifications.

As Table 3 .3 demonstrates, Africa' exports as a whole are dominated by more
primary than manufactured products. Although African countries are expected to
diversify their economies into the manufacturing sector, as Table 3 .4 shows, only
five countries, namely, Kenya, Mauritius, Mozambique, South Africa and
Zimbabwe have over 20 percent share of manufactures in total exports. One can
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therefore argue that the generosity extended by the US to African countries under
AGOA is not real generosity.

The generosity of AGOA is also limited by its insistence on the adherence to
principles of good governance, liberal economic reforms, respect for human rights,
rule of law, the protection of intellectual property rights and political pluralism as
a criterion for eligibility under the agreement (see, Section 104.a-104.3 AGOA
Agreement). Almost all countries would fail on one or more of these grounds,
especially intellectual property.

Further, whilst AGOA could be lauded for seeking to promote investment and
trade in Africa, the conditions for eligibility contained in the agreement are
comparable to those usually imposed by international financial institutions (as in
structural adjustment programs) that have proven to be ineffective.

3.4.2 The World Trade Organization and the Doha Declaration

Protectionist policies, particularly agricultural subsidies by highly developed
nations such as the US, Japan and the UK to their agricultural sectors have made it
difficult for African agricultural products to be competitive in the international
plane. In recognition of the negative impact of these subsidies on the economies of
African and other developing countries, the WTO Member States undertook at the
Fourth WTO Ministerial Conference held 2001 in Doha, Qatar, to negotiate for
improved market access for agricultural products and for the removal of tariff and
non-tariff barriers on non-agricultural export products from developing countries.
Unfortunately, the concessions and commitments made by the developed states at
the Doha Meeting have remained expressions of intent only. Agricultural subsidies
still remain in place. According to Griffin (2004:793), in 2002 the US in
contradiction to its 2001 Doha commitment to reduce farm subsidies, succumbed
to pressure from the farm lobby and massively increased subsidies to the
agricultural sector. With its enactment of the Farm Security and Rural Investment
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Act of 2002 5 (2002 Farm Act), the US Congress has been able to provide an
increase in agricultural subsidies in the amount of US$73 billion to cover a tenyear period from 2002-2011.
Likewise, in the EU, the WTO Secretariat report 6 notes that although agricultural
subsidies declined from

E

107.6 billion in 1999 to

E

97.9 billion in 2000, the

decline was not due to change in policy but rather to world market prices rising
faster than domestic prices, as well as currency movements. The report further
notes that the average tariff on agricultural products is about four times higher
than on non-agricultural products. Funding for the Common Agricultural Policy
(CAP) at the EU level continues to represent the single largest expenditure 7, whilst
at member state level, state aid for agriculture amounts to one percent of GNP (see
also, Ossa 2004:202).

3.5 Emerging Challenges

Apart from the above historical, institutional and structural factors, Africa must
now also deal with other emerging challenges. These challenges include among
others, the effect of globalization, the HIV/AIDs pandemic and China's emerging
dominance in the world economy.

3.5.1 Globalization

Globalization marks perhaps one of the greatest challenges to Africa's socioeconomic development. Globalization is defined as a process of progressive
growth of economic activities, which transcends any kind of geographical border.
It manifests itself as an increasing movement of goods and services as well as

human resources through trade and investments (De Matteis 2004:575; Griffin
2003 :790; Braithwaite and Drahos 2000:8). The benefits of greater economic
5

The Farm Security and Rural Investment Act of 2002 was signed into law by President George Bush
law on 13 May 2002.

6

See WTO Press Release, Press/TPRB/1 98, 26 July 2002.

7

The report indicates that in 2000 alone, the EU Common Agricultural Policy (CAP) continued to
represent the single largest expenditure: receiving 44 percent of the total budget of E 93 billion
allocating during that year.
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integration (or globalization) have tended to go to more developed states.
Countries that have diversified their exports and opened up their economies to
imports and investment have grown faster than those countries that continue to
export only basic commodities and raw materials, or those that have maintained
protectionist policies (Asante 2001 :483; Stiglitz 2002:7).

At the helm of globalization are multinational corporations (MNCs) and the highly
industrialized nations with only a few developing countries playing a substantial
role in the global economy (Asante 2001 :483). Africa's lack of diversification and
its slow process of liberalization has meant that the continent's current position in
the global economy is characterized by a small and declining share of the world
trade and the concentration on production of primary exports and importation of
non-primary products (Asante 2001 :483). Africa, with its weak manufacturing
sector and over-reliance on the export of primary products, faces the danger of
being structurally marginalized, if it has not already been, unless it is able to
diversify its economies away from the mineral sector.

3.5.2 The HIV/AIDS Pandemic

An even more senous and pressing challenge facing Africa' s socio-economic
development is the widespread incidence of the HIV/ AIDS pandemic. Current
statistics indicate that sub-Saharan Africa is now home to about 29 .4 million
people living with HIV/AIDS. In 2002 there were approximately 3.5 million
HIV/AIDS infections. In 2001 there were about 2.4 million HIV/AIDS related
deaths. Ten million young people (aged 15-24 years) and nearly 3 million children
under 15 years are living with HIV/AIDS (UNAIDS 2002:16). Only a tiny fraction
of those in need of antiretroviral treatment are receiving it. The epidemic is
robbing countries of the resources and capacities on which human security and
development depends. Combined with other crises, HIV/ AIDS is driving a great
many nations towards destitution (UNAIDS 2002:4). According to Negin
(2005 :268), of the world's 40 million people living with HIV/ AIDS, seventy
percent live in sub-Saharan Africa, with Southern Africa being the most affected.
Countries such as Botswana, Lesotho, Namibia, South Africa, Swaziland, Zambia

58

and Zimbabwe have an adult HIV prevalence of over 20 percent (N egin
2005:268).

At a macro-economic level, it is estimated that HIV/AIDS has reduced Gross
Domestic Product (GDP) growth in Africa by 0.5-2.6 percent a year on average
(Economic Report of Africa 2003 :4 7). It has also increased the risks and costs of
doing business in Africa in several ways. By killing young and middle-aged adults
in their most productive years as employees and customers, it has increased labor
costs and slowed growth rates. Moreover, it has eroded the competitive advantage
that 1nany corporations derive from low-cost labor by driving up health care costs
and reducing overall productivity (Economic Report of Africa 2003 :50; Corrigan,
Glomm and Mendez 2005:108; Sachs 2005:200).

Using South Africa as an example, (see Table 3.4 below), it is being estimated that
most 15 year olds will not live to reach the age of 60 years. It is further estimated
that the reduction in life expectancy is likely to reduce savings, increase the cost of
capital, reduce returns on investment in higher education and training, reduce
intergenerational accumulation of capital and transmission of knowledge and skills
and adversely affect the structure of the workforce, including the dependency ratio
in afflicted households (De Waal 2003; Negin 2005:367; Corrigan, Glomm and
Mendez 2005: 108; Sachs 2005 :2000).
Table 3 .4. The probability of a 15-year old dying before age 60 in South Africa(%)

Year

Males

Females

1990

38

22

2000

47

34

2002

56

43

2010

81

70

Source Alex de Waal (2003)

The reduction of the labor force is expected to affect government revenues
primarily through its adverse impact on the tax base. As the rate of population
growth declines, so will components of the tax base such as personal income,
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company profits, imports and consumption (Haacker 2002: 18; Corrigan, Glomm
and Mendez 2005:108). Table 3.5 below shows the projected labor losses due to
HIV/AIDS.
Table 3.5. Projected labor loss in Southern Africa Due to HIV/AIDS
Overall Labor Force
Country

By 2005

By 2010

Botswana

-1 7.2

-30.8

Lesotho

-4 .8

-10.6

Malawi

-10.7

-16.0

Mozambique

-9 .0

-24.9

Namibia

-12.8

-35.1

South Africa

-10.8

-24.9

Tanzania

-9 .1

-14.6

Zimbabwe

-19.1

-29.4

Source de Waal (2003)

As a result of the HIV/ AIDS pandemic, investments (both domestic and foreign)
are likely to be affected by absenteeism, sick leave and disability pensions,
medical care, pensions to surviving dependents, loss of productivity and funeral
costs (Haacker 2002:20; Corrigan, Glomm and Mendez 2005: 108; Sachs
2005:201 ). Unless the HIV/AIDS pandemic is effectively addressed, dramatic rise
in AIDS-related expenditure will make investment in Africa an expensive and
costly exercise.

Whilst the political leadership in countries such as Uganda and Botswana has been
pro-active in addressing the HIV/AIDS issue, in countries like South Africa, the
leadership has been slow. In his keynote address at the 13 th International AIDS
Conference in Durban, South Africa, President Mbeki of South Africa not only
questioned the relationship between HIV and AIDS but stressed that "the world's
biggest killer and the greatest cause of ill health and suffering across the globe is
extreme poverty". Like President Mbeki, the South African Health Minister,
Manto Tshabalala-Msimang, has also been dismissive of the link between HIV
and AIDS. A medical doctor by training, she is on record for prescribing garlic
and lemon for the disease: "I thnk garlic is absolutely critical. Lemon is absolutely
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critical to boost the immune system. Olive oil is absolutely critical. .. just one
teaspoon, it will last the whole month" (Choritz 2004).

3.5.3 The Asian Market and China's Economic Dominance

The Asian market, in particular the Chinese market, poses another important
challenge to Africa's developmental efforts. No longer is Africa the only source of
cheap raw materials or labor. Since opening its doors to investors in the late
1970s, China has become one of the largest and fastest growing economies in the
world (Liew 2005 :331; Zhang and Felmingham 2002: 157). Since the 1990s, China
has enjoyed unprecedented levels of FDI inflows, from $3 .5 billion in 1990 to
$52.7 billion in 2002 (UNCTAD 2003a:43). Making China more competitive and
attractive to investors over Africa is its higher literacy rate, large natural resource
endowments, large domestic market, high rate of returns on investment, a
competitive infrastructure, low labor costs and relatively stable political
environment and recent admission to the WTO (UNCT AD 2003a:43; Lall and
Albaladejo 2004:1441)

3.6 Conclusion

Africa's underdevelopment has resulted from a combination of several factors.
These include the negative impact of colonization, poor governance, lack of
de1nocracy and rule of law, lack of human capital, corruption, macro-economic
and political instability, poor infrastructure, unfavorable trade terms and poor
leadership. Whether taken individually or in aggregate, these factors have had a
major influence on the pattern of development open to many African countries.
Most of the these factors give credit to the claim by the cultural determinists that it
is the structural factors and not leaders, that influence development paths open to
countries. However, as we have noted, leadership can also play a decisive role in
development issues. Through their action or inaction, leaders can make things
better or worse. Controversial views expressed by leaders on the link between HIV
and AIDs are for instance potentially harmful and disastrous. Such views tend not
to address the real cause of the HIV pandemic and may be indicative of a lack of
political will to address the problem. On the other hand, the Kimberly process
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shows that leaders can also intervene to make things better. By acting cooperatively, African leaders were able to avert the devastating impact that the
diamond boycott campaign could have had on their economies had it succeeded.
This form of collective action in addressing common challenges and problems is
what the New Partnership for Africa' s Development (NEPAD), discussed in the
next chapter, is principally all about.
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CHAPTER4
NEPAD: ORIGINS, OBJECTIVES, STRUCTURE AND CHALLENGES
"To put it quite bluntly, no initiative for Africa' s
development,

however

internationally

accepted,

successful

it

if

is

not

well
can

crafted
and/or

owned

by

will

and
be

Africans

themselves" (Hope 2002:396).

4.1 Introduction

The New Partnership for Africa's Development (NEPAD) is an attempt by
African leaders to address the developmental challenges facing the continent. As
noted in Chapter 3, these challenges range from economic stagnation to poor
governance. The history of NEP AD is in many ways the history of the evolution
of the AU. Following the dissolution of the OAU in 2002 and the subsequent
inauguration of the AU in the same year, NEP AD was embraced by the new
organization (the AU) as its strategic vision and program of action which mapped
out the changes needed for Africa to achieve its twin objectives of sustainable
development and poverty reduction. In considering how NEP AD proposes to deal
with Africa' socio-economic and political challenges, this chapter begins by
looking at the origins of NEPAD . It then considers what NEPAD stands for, its
structure, its reception by the African and international community, how it
compares with past initiatives, as well as its objectives and how such objectives
are to be achieved. It also looks at the position of regional economic communities
in the NEPAD initiative.

4.2 NEP AD and its Origins

The origins of NEPAD can be traced to several sources: the 1999 Extraordinary
Summit of the OAU held in Sirte, Libya; the 2000 South Summit of the Non-
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Aligned Movement 8 and the G77 9 , held in Havana, Cuba, and the initiative by
President Wade of Senegal. At the 1999 OAU Summit, President Mbeki of South
Africa and President Bouteflika of Algeria were mandated to engage Africa's
creditors on the total cancellation of Africa's external debt (NEP AD Progress
Report 2002). This mandate came to be known as the Millennium Partnership for
the African Recovery Program (MAP).

Through the MAP Program, African leaders committed themselves to take
ownership of, and responsibility for, the sustainable development of the continent.
MAP was significant in that it represented a pledge by African leaders, based on a
common vision and shared conviction, to eradicate poverty, to place their
countries both individually and collectively on a path of sustainable development,
and to participate actively in the world economy and body politic (paragraph 1
MAP).

Following MAP in 1999, the South Summit of the Non-Aligned Movement, and
the G77 Summit in 2000, mandated President Mbeki of South Africa (then
chairperson of the Non-Aligned Movement) and President Obasanjo of Nigeria
(then chairperson of the Group of 77) to communicate the concerns of the South to
the GS 10 and the Bretton Woods institutions 11 . These concerns, as they specifically
related to Africa, were about the persistent stagnation and continued economic
decline of African countries (paragraph 3 7 Declaration of the South Summit).
Common to both the MAP and the South Summit initiatives was the issue of debt
alleviation for African economies. Consequently, at its 2000 Summit in Togo, the
8

The Non-Aligned Movement was established in 1961 and it is a Movement of 115 members
representing the interests and priorities of developing countries.
9

The G 77 ( or Group of 77) was established in 1964 by seventy-seven developing countries
signatories of the "Joint Declaration of the Seventy-Seven Countries" issued at the end of the first
session of the United Nations Conference on Trade and Development (UNCT AD) in Geneva,
Switzerland. It is the largest Third World Coalition in the United Nations. The group provides a
means for the developing countries to articulate and promote its collective interests .
10

The G8 is a group of 8 major industrialized and developed countries in the world. These countries
include Canada, France, Germany, Italy, Japan, Russia, the United Kingdom, the United States and
the European Union.
11

The World Bank and its sister organization, the International Monetary Fund, were created at
Bretton Woods, New Hampshire (United States of America) in 1944. Together they are referred to as
the Bretton Wood Institutions or BWis.
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OAU mandated President Mbeki, President Bouteflika and President Obasanjo to
engage the developed North, more particularly the GS countries, with a view to
developing a partnership for the regeneration of the continent (NEP AD Progress
Report 2002). Following a meeting with the GS countries in July 2000, the GS
countries adopted the GS Okinawa Declaration, wherein they pledged their
support for the partnership between the GS countries and Africa (paragraph 18 of
the Okinawa Declaration). The GS further committed itself to mobilize the
instruments and resources of the international community to support and reinforce
the efforts of African countries and other least developed countries to combat and
overcome their developmental challenges. These efforts were to include pushing
forward the Heavily Indebted Poor Countries (HIPC) debt initiative and providing
within the GS countries improved market access for these countries (paragraph 19
of the Okinawa Declaration).
Independent of the above mandates given to the three African Presidents
(President Mbeki, President Bouteflika and President Obasanjo) by the OAU,
President Wade of Senegal, also had his own plan about how Africa could address
its developmental challenges (Ngamau 2004:517; Nmehielle 2004:243). The plan
which came to be known as the OMEGA plan, focused mainly on the
development of physical infrastructure in the continent. Endorsed by the FrancoAfrican Summit held in Yaounde, Ca1neroun, in January 2001, the plan was
subsequently presented to the OAU Extraordinary Summit in Sirte, Libya, in
March 2001. Coinciding with its presentation at the OAU Summit was a
presentation by President Obasanjo of the MAP (NEPAD Progress Report 2002).
Since both plans (OMEGA and MAP) related to the recovery and development of
Africa, a decision was taken by the OAU to integrate all the initiatives into a
single and coherent plan which could easily be presented to Africa's international
partners (NEP AD Progress Report 2002). The general fear was that presenting too
many plans or initiatives dealing primarily with Africa's developmental challenges
would be confusing, lack focus, become difficult to implement and expensive to
sell to the international community and partners ( as it would require the splitting
of resources).
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As a result of the above concerns, a consolidated document incorporating all the
initiatives entitled " A New African Initiative: Merger of the Millennium
Partnership for the African Recovery Program and the Omega Plan"(NAI) was
presented in July 2001 to the OAU Summit in Zambia in the name of Presidents
Mbeki, Obasanjo, Bouteflika, Wade and Mubarak, and unanimously adopted by
the Summit (Declaration 1 (XXXVl 1). In the same month of July 2001 , the
initiative (NAI) was presented to the G8 Summit held in Genoa, Italy, were the G8
countries committed themselves to supporting the initiative. However, while the
initiative required a cash injection of US$64 billion dollars, the G8 pledged merely
to contribute US$6 billion. This amount clearly fell far short of what African
countries had requested but it emphasized the G8 concerns about the poor state of
governance and democracy in Africa.

In October 2001, NEPAD was officially launched in Abuja, Nigeria, as an OAU
initiative. Its original name, the "New African Initiative" (NAI) was changed to the
New Partnership for Africa's Development 12 (NEPAD). This was to underscore the
new (emphasis added), and reiterate the change in the nature of the relationships

already existing between African countries and the rest of the world. This new
relationship was to be premised on a genuine partnership, driven by common
interest and mutual respect, and not one resembling that of a "servant-master"
relationship so characteristic of earlier relationships.

4.3 From the OAU to the AU

The decision to form the AU can be traced to the OAU Summit held in July 1999
in Algiers, Algeria, where the Libyan leader, Colonel Muammar Ghaddafi, called
for the formation o_f the United States of Africa. In offering his vision for the
African Union, Colonial Ghaddafi is reported as saying:

In the commg years, there will be changes towards
further African integration. Boundaries between African
States will be scrapped. Armies , with their heavy burden
12

Paragraph 5 (b) Communique of the NEPAD Implementation Committee of the Heads of State and
Government, 23 rd October 2001.
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on the national state, will be made redundant and replaced
by one African defence force. Even passports and national
identities will

inevitably disappear.

From now on,

national differences will give way to a single African
identity, with a single currency, one central bank, a single
passport and a joint defence force ( cited in Udombana
2002a:207)

Colonial Muammar Ghaddafi was not the first to articulate the idea of an African
Union or Pan Africanism. Demands for a "United Africa" were championed by,
among others, President Kwame Nkrumah of the Republic of Ghana, President
Julius Nyerere of Tanzania and Emperor Haile Selassie of Ethiopia, as way back
as the 1950s and 1960s. Julius Nyerere argued in the 1960s that:

For the sake of all African states, large or small, African
unity must come and it must be real. Our goal must be a
United States of Africa. Only this can really give Africa
the future her people deserve after centuries of economic
uncertainty and social oppression (Nyerere 1963: 1).

Even though the Pan Africanist idea did not originate with Colonial Ghaddafi, he
deserves due credit for fast tracking the progress of the idea. As an affirmation of
the ideals of Pan Africanism, 27 countries signed the Constitutive Act of the AU
in 2000 at the OAU Summit held in Lome', Togo, which provided for the
establishment of the AU. The adoption of the Constitutive Act was preceded by
the adoption of the Sirte Declaration 13 by the OAU at its Fourth Extraordinary
Session of the Assembly of Heads of State and Governments Summit held on 9
September 1999, in Sirte, Libya. Convened at the request of Libya, the Sirte
Meeting was intended to map out ways in which the OAU could be made more
"effective so as to keep pace with the political, economic and social developments
taking place within and outside [the] continent" (paragraph 2 Sirte Declaration).

Convinced of the need to revitalize the organization, the Summit decided, inter
alia, "to establish an African Union in conformity with the ultimate objectives of
13

Available at http ://www.au2002.gov.za/docs/key oau/silie.htm (lasted visited, 24 September 2004).
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the Charter of the [OAU] and the provisions of the Treaty establishing the African
Economic Community" (paragraph 8 Sirte Declaration). Principally, the Sirte
Summit provided the linchpin for the eventual establishment of the AU. Indeed,
following the OAU Lome' Summit in 2001, the Constitutive Act establishing the
AU entered into force after having been ratified by the required two-thirds of the
OAU Member states. In July of the same year, the OAU Lusaka Summit endorsed
the decision to transform the OAU into the AU (Nmehielle 2004:242; Maluwa
2003: 157). Finally, in July 2002-two years after the adoption of the AU
Constitutive Act, the AU was officially inaugurated in Durban, South Africa
(Nmehielle 2004:241; Maluwa 2003: 157). But the AU has not set up a federation
of states like Australia or the USA, nor an entity like the European Union. And not
yet like the Ghaddafi vision.

Among the objectives of the AU as stipulated in its Constitutive Act is the
acceleration of political and socio-economic integration of the continent 14 (Article
3 Constitutive Act). These socio-economic and political objectives are to be
achieved primarily through the implementation of NEPAD. And as if to confirm
14

Other objectives contained

in Article 3 of the AU Constitutive Act are: a) achieve greater unity

and solidarity between the African countries and the peoples of Africa; b) defend the sovereignty,
territorial integrity and independence of its Member States; c) accelerate the political and socioeconomic integration of the continent; d) promote and defend African common positions on issues
of interest to the continent and its people; e) encourage international cooperation, taking due
account of the Charter of the United Nations and the Universal Declaration of Human Rights ; f)
promote peace, security and stability on the continent; g) promote democratic principles and
institutions, popular participa6on and good governance; h) promote and protect human and
peoples ' rights in accordance with the African Charter on Human and Peoples ' Rights and other
relevant human rights instruments ; i) establish the necessary conditions which enable the continent
to play its rightful role in the global economy and international negotiations ; j) promote sustainable
development at the economic, social and cultural levels as well as the integration of African
economies ; k) promote cooperation in all fields of human ac6 vity to raise the living standards of
African people; 1) coordinate and harmonize policies between existing and future Regional
Economic Communities for the gradual attainment of the objecti ve of the Union ; m) advance the
development of the continent by promoting research in all fields , in particular science and
technology; and lastly, n) work with relevant international partners in the eradication of
preventable diseases and the promotion of good health of the continent.
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it, almost all of the AU objectives are replicated in the NEP AD base document.
But whether NEP AD will be able to achieve all these objectives is not clear yet. A
lot will depend not only on the quality of leadership but also on the level of
political commitment of AU leaders to these objectives. As Udombana (2002b:
72) states, " ... the transition of the OAU may not necessarily mean a transition of
current leaders, many of whom ran the OAU as a mutual admiration club. These
dictators, despite the eulogy, brought their respective countries to their knees due
to bad governance, mismanagement and corruption".

4.4 NEP AD: Its Meaning and Focus

NEP AD is predominantly about leadership. It is a "pledge by African leaders,
based on a common vision and shared conviction that they have a pressing duty to
eradicate poverty and to place their countries, both individually and collectively,
on a path of sustainable growth and development and at the same time to
participate actively in the world economy and body politic" (paragraph 1 NEP AD
Base Document 2001 ).

Intellectually, NEP AD has been influenced by the idea of an African renaissance.
This is a philosophy of African rebirth that has been reiterated in recent years by
the likes of President Nelson Mandela of South Africa, and actively promoted by
his successor, President Thabo Mbeki (Bongmba 2004: 291; Nmehielle 2004:242;
Tikly 2003 :544; Herbert 2002:2). In articulating the idea of an African
renaissance, President Mandela stated:

Africa is beyond bemoaning the past for its problems. The
task of undoing that past is ours, with the support of those
willing to join us in a continental renewal. We have a new
generation of leaders who know that we must take
responsibility for our own destiny, that we will uplift
ourselves only by our efforts in partnership with those
who wish us well (quoted in Herbert 2002: 1).
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The African Renaissance call was basically about providing new opportunities for
African states to change their social conditons. It required commitment to
democratic values, cultural exchange, emancipation of African women and the
implicit adoption of neo-liberal approaches to politics and economic management
(Bongmba 2004:301; Taylor and Williams 2001 :267). To reiterate their
commitment of this idea of an African rebirth, African leaders have declared, "we
will no longer allow ourselves to be conditioned by circumstances. We will
determine our own destiny and call on the rest of the world to complement our
efforts" (paragraph 7 NEP AD Base Document 2001 ). Because the African
renaissance is about Africa's regeneration, NEP AD with its focus on Africa's
development is an affirmation of the core principles of this African renaissance
philosophy.

Although NEP AD has been equated to the Marshall Plan in some quarters (see,
among others, Funke and Nsouli 2003; Adedeji 2002; Bayne 2002; Vale 2002), it
is not a Marshall Plan. The Marshall plan was a joint endeavor between the United
States (as the donor) and European countries (recipients) to promote the economic
recovery of Europe from the devastation of World War II (Funke and N souli
2003:11; Bayne 2002:2; Adedeji 2002:40; Adelman 2001:106). In this respect, it
was about the rehabilitation and reconstruction of what had existed before, that is,
the capital base and European infrastructure. On the other hand, NEP AD is not
about American aid, or reconstruction and rehabilitation, but about building anew
African insitutions and reaching substantially high levels of development (Funke
and Nsouli 2003:11 ; Adedeji 2002:41). It is about the determination of Africans to
extricate themselves and the continent from the malaise of underdevelopment 15
and marginalization (paragraph 1 NEP AD 2001 ). As the Commission for Africa
notes, Africa is the . only continent in the world where in the past two decades,
income per capita has been on a decline "at a time when the rest of the

15

Based on its own statistics NEP AD states that half of Africa' s current population of 340 million
people lives on less than US $1 per day. The mortality of children under the age of 5 years is 140 per
1000; life expectancy at birth is only 54 years . Only 58 percent of the population has access to safe
water. The illiteracy rate for people over 15 years is 41 percent. There are only 18 mainline telephones
per 1000 people in Africa compared with 146 for the World as a whole and 567 for high-income
countries (paragraph 4 NEPAD Base Document 2001 ; see also, the Commission for Africa 2004).
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world-including the rest of the developing world-has experienced rapid
economic growth" (Commission for Africa 2004:3).

In an attempt to address the weight of Africa's developmental challenges, NEPAD
contends that even as African ownership of the developmental strategies relating
to Africa is crucial, the continent cannot forge ahead without international
assistance. For this reason, it calls for a partnership with the international
community,

developed

countries,

multilateral

organizations

and

financial

institutions in addressing Africa's stagnant economic growth and its huge external
debt (paragraphs 48, 146,148, 185 NEPAD Base Document 2001). Apart from
these, NEP AD also seeks to promote good governance, democracy, the rule of
law, respect for human rights, political stability, foreign investment in Africa
(capital inflow), improved market access for African products, removal of tariffs
and non-tariff barriers, and to deepen various integration initiatives and increase
intra-African trade (paragraph 150, 153, 163 NEPAD Base Document 2001).

4.4.1 NEP AD and its Powers

As a preliminary point, it must be noted that NEP AD is not an institution and
therefore has no enforcement, regulatory or state powers. It is simply a
developmental program. Its Secretariat is therefore confined mainly to identifying
and implementing African projects that are cross-boundary and to liaise with
African states, regional economic bodies, Africa's development partners and the
donor community in funding African projects. Individual states and African
regional economic bodies are its principal building blocks. In designing their own
developmental strategies, these are expected to take into account what the
objectives of NEPAD are, and to conform as much as possible to those objectives
(Herbst and Mills 2003 :50).

The lack of enforcment power emanates simply from the fact that NEP AD is
based on "soft law" (Ngamau 2004:519; Nmehielle 2004:241) and relies for its
implementation on persuasion rather than coercion (for a discussion of "soft law",
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see among others, Slaughter 2004: 178; Joyner 2004:457; Guzman 2002: 1880;
Abbot and Snidal 2000:434). As one NEPAD official told me:

NEP AD

is

not

a

legal

treaty.

Treaties

require

parliamentary provisions to become effective and if we
had proceeded that way, the debates about what should go
into the agreement would have been endless. For us, it
was easier to present NEP AD as a developmental
program and a11ow countries to pick and choose which
reforms they would carry out first. Given that countries
are at different levels of development, NEP AD is not
meant

to

impose

a

strait-jacket

reform

package.

(Interview 13/01 /2004.)

This approach by NEP AD is practical: one meant to accommodate the differing
capacities of states to implement reforms. It recognizes that states are at different
levels of development and that states may require different time frames to
implement reforms.

As Ngamau (2004:520) notes, nation states often approach international economic
relations in what might appear to be a contradictory fashion. Amidst their
expression of intent or desire to tackle collectively their economic challenges, they
at the same time limit their obligations to take remedial action by retaining
discretion over the scope of such duties and avoiding legally binding norms. This
allows states to adapt their commitments to their particular situations. It also
provides flexibility in implementation and help states deal with the domestic
political and economic consequences of an agreement (Abbott and Snidal 2000:
455). Citing R.R Baxter, Ngamau (2004:521) contends that soft law instruments
can be classified into three broad categories:

a) International agreements, which state only generalized and non-specific hopes
and wishes for the continuing relationships among parties. The language used
in such agreements is often vague and fails to set specific goals.
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b) International agreements that include statements intending to bind parties to
obligations that are expressed within a non-binding framework.

c) Hortatory provisions being those that carry no legal sanction but are rich in
intent of the parties and full of content. These provisions in an agreement are more
than empty expressions of desired relations. They create expectations that the
parties will undertake certain activities.

Because states will often shy away from being bound to specific, enforceable legal
norms, soft law agreements have become the preferred instrument for the
articulation of international economic norms (Ngamau 2004:521). Consequently,
the creation of NEP AD as soft law appears to be in line with this rationale.
Although the concept of "soft law" may not convey much and even be misleading
in that something is either law or is not, as Harris (1998) points out:

While it may be paradoxical and confusing to call
something 'law' when it is not law, the concept [of soft
law] is nonetheless useful to describe instruments that
clearly have an impact on international relations and that
may later harden into custom or become the basis of a
treaty (quoted in Joyner 2004:458).

Although NEP AD may not be strictly binding in a legal sense, it is more than a
mere expression of intent. It is a serious commitment by African leaders to address
Africa's socio-economic and political challenges. It is a platform through which
African problems and solutions can be discussed and addressed by Africans
themselves. It contrasts to externally driven reforms, which often ignore local
participation, use aid as leverage and pay little attention to the level of
development and institutional capabilities of states to carry out reforms. In this
respect NEPAD can be equated to what Braithwaite and Drahos (2000:553) call a
"dialogic web", which are "more fundamentally webs of persuasion than webs of
control". These webs not only help actors define their common interests, but also
make it possible for them to act in unison, that is cooperatively in finding solutions
to shared problems or concerns.
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4.5 The Structure of NEP AD

The hierarchical structure of NEP AD is a simple one. It consists of a four-tier
management structure. As chart 4.1 below shows, at the helm is the AU. Below it,
is the Heads of State and Government Implementations Committee (HSGIC),
followed by the Steering Committee and the NEPAD Secretariat respectively.

CHART

4.1

NEPAD'S

ORGANIZATIONAL CHART

The African Union

The Heads of State and Government
Implementation Committe

The Steering Committe

The NEP AD Secretariat

4.5.1 The African Union

As noted in the preceding sections, the AU is a continental body consisting of 53
member states. It was officially inaugurated in July 2002, in Durban, South Africa.
The AU is largely modeled around the EU. Like the EU treaty, Article 5 of the
Constitutive Act of the AU envisions the creation of a number of organs and
institutions. These include the Pan-African Parliament (which was launched in
2004); an Executive Council; the Court of Justice; the Commission; the Permanent
Representatives Committee; the specialized technical committee; the Economic,
Social and Cultural Council and the Financial institutions (consisting of the
African Central Bank, the African Monetary Fund and the African Investment
Bank).
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4.5.2 The Heads of State and Government Implementation Committee

The Heads of State and Government Implementation Committee (HSGIC) is the
overall authority responsible for NEPAD. It is charged with developing strategic
plans for marketing and communic3:ting the objectives of NEP AD nationally,
regionally and internationally. The Committee is made up of selected Heads of
State and Government from five African regions. It is headed by a chairperson
elected from among members of that group. The five regions from which the
HSGIC is drawn are West Africa, North Africa, Southern Africa, East Africa and
Central Africa.

Originally the HSGIC was comprised only of three states from each region. In
2002, the AU Summit held in Durban, South Africa, took the decisison to expand
the number of countries in the HSGIC to four per region. Consequently, there are
now 20 countries that constitute the HSGIC. Presently, these are Algeria, Angola,
Botswana, Cameroon, Egypt, Ethiopia, Gabon, Ghana, Libya, Kenya, Senegal,
Sao Tome and Principe, Nigeria, Mali, Mauritius, Mozambique, Republic of
Congo, Rwanda, South Africa and Tunisia.

Nomination of countries to the HSGIC is the responsibility of each of the five
African regions. Nonetheless, the five initiating countries, that is South Africa,
Nigeria, Egypt, Senegal and Algeria (which were instrumental in the formulation
and adoption of NEPAD by the OAU) are considered ex-officio or permanent
members of the HSGIC. They do not have to win a vote. But in line with the
principle of equal representation and equitable geographical balance, all the five
regions are entitled to have four members each in the HSGIC (the number
inclusive of an initiating state). Where a region has no initiating state, it is entitled
to elect all the four members into the implementation committee.

4.5.3 The Steering Committee

This Committee was initially established on an ad-hoc basis by the HSGIC.
Except for the initiating countries, the Committee is made up of one personal
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representative of each of the members of the HSGIC. For the five initiating
countries each has two personal representatives in the Committee. In total, the
Committee has 25 members that meet at least four times a year. Its mandate is to
oversee the Secretariat and to develop terms of reference for NEP AD identified
programs and projects. These personal representatives are not subjected to a vote
but are no1ninated by their respective states to serve in the Committee. In other
words, they serve at the wish of their respective Heads of States and Governments.

Until very recently, the Steering Committee did not enjoy any formal recognition
from the AU, having been informally established by the HSGIC to ease its own
workload. Formal recognition was conferred on the Committee only in 2003
following the AU Summit held in Maputo, Mozambique. At this Summit the
chairperson of the Commission of the AU in consultation with the chairperson of
the HSGIC were mandated to establish appropriate linkages between the NEP AD
Steering Committee and the relevant organs of the AU in order to ensure
integrated inputs into the work of the HSGIC (paragraph 9(1) AU Maputo
Decision Assembly/ AU/Dec.6-32 (II)).

4.5.4 NEP AD Secretariat

The Secretariat was established by the Steering Co1nn1ittee to support its work. It
is basically the operational arm of NEPAD made up by a small full-time core staff
based in Midrand, South Africa. Like the Steering Committee, the establishment
of the Secretariat was not initially sanctioned by the AU. Until 2003 when it was
accorded official recognition by the AU, it did not have any defined legal status
within the AU. In fact, the informality that characterized the establishment of the
Secretariat gave, in the early years of NEPAD, an impression that the Secretariat
was a parallel and independent institution from the AU even though the NEP AD
program was itself considered an AU initiative.

Compounding this confusion were a number of factors. These included the fact
that the Secretariat which was supposedly part of the AU Commission was located
in South Africa and not in Addis Ababa, Ethiopia, where the AU Headquarters are
to be found. Secondly, the lines of authority were not well established. The
76

Secretariat appeared to be an autonomous body under the direct authority of the
HSGIC with minimal interaction with the AU. It received and continues to receive
directions from the HSGIC rather than the AU Commission in Addis Ababa. It
also reports directly to the HSGIC rather than the AU Commission. To address
these contradictions, a decision was taken at the 2003 AU Maputo Summit, to
incorporate the NEP AD Secretariat into the AU structure and to confer on it the
status of an AU Office. The Chairperson of the Commission of the AU, in
consultation with the Chairperson of the HSGIC, has been authorized to conclude
formal agreements with the government of the Republic of South Africa in terms
of which the NEP AD Secretariat will be conferred legal status as an AU office
operating outside the African Union Headquarters. The process of fully integrating
the Secretariat into the AU structures is expected to be completed within a
transitional period of three (3) years or until such time that the relevant structures
of the African Union are fully operational (paragraph 9 (II) Assembly/ AU/Dec.632 (II).

Although the official position 1s that the NEP AD Secretariat should be
incorporated into the AU structures within a period of three years, there appears to
be a strong opposition from the Secretariat itself to the idea of incorporation. In a
confidential memorandum written to members of the Steering Committe, the
Secretariat maintains that the efficiency of NEP AD may be compromised if it
were to be fully integrated into the AU. Whilst the could be true, the reasons being
advanced by some members of the Secretariat were self-serving. From my
interviews, I sensed that opposition was borne out of personal considerations and
interests. It was about maintaining power, influence, prestige and personal
privileges which are likely to be lost if the NEP AD Secretariat becomes another
part of the AU Commission based in Ethiopia.

The Secretariat argues that instead of being incorporated, it should be accorded the
status of an office or agency of the AU that can continue to operate from South
Africa. According to the Secretariat's argument, establishing a NEP AD
coordinating unit in the office of the Chairperson of the AU Commission will
derail it from its core focus and render it ineffective. The lobby against
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incorporation seems to be attracting support from a number of quarters. For
instance, Mosoti (2004: 149) argues:

NEP AD

can

only

achieve

the

mandate

originally

envisaged for it if it has the independent institutional and
legal capacity to formulate decisions, identify priorities
and implement them, without the unnecessary strictures of
a cumbersome institution such as the AU. It would still
have been easy and welcome to identify synergies with
the African Union, and to collaborate as independent
separately

mandated

African

inter-governmental

institutions. In this way, NEPAD could avoid being
bogged down by the decision-making inefficiencies of the
African Union.

Whether the proposed incorporation will take place remains to be seen. What is
not in doubt is that certain trade-offs will have to be made. It could well be that
the fears expressed by the Secretariat are well-founded. It could also turn out
that the fears are premature and unwarranted.
4.6 NEP AD and its Reception

4.6.1 By the African Community

In Africa, NEP AD has been received with mixed signals. In some quarters it has
been enthusiastically received and in others it has met with some indifference.
Muammar Ghaddafi, who was instrumental in the setting up of the African Union,
cynically describes NEP AD as a "project of former colonizers and racists"
(Olivier 2003 :822). To quote Gerrit Olivier (2003 :822):

Below the veneer of African unity there is a strong
residue of inflated egos and petty jealousies among
leaders, making consensus-building a very complicated
exercise. Most conspicuous among these egocentric
competitors is the Libyan leader Muamrnar Ghaddafi,
who has characterized NEPAD as 'a project of former
colonizers and racists.

78

As I found out during m field\~rork, several of my key informants took issue \Vith
the n1anner in ~rhich NEP AD ~ras presented to African countries. The fact that it
\f\

as first presented to the G8 countries, then to African countries has led some to

question the authenticity of NEP AD as a truly 'African ~ initiative. As one official
at the AU commented to me:.
There is a general fear by African leaders that
was created by do nors through Pres ident
President Obasanjo to

force

democracy

IBPAD

ifbeki and
on Africa.

IBPAD is therefore simply seen as a ploy by the 'IN est to
come to Africa through the backdoor and impose their
O\lim

agendas on Africa through it (Interv±ev,r 28 /0 1/

~004.)

One could clearly sJ mpathize \N"ith this viev"r bo-1ven that there \;\lere no
consulltations \Nith keJ African stakeholders \N"hen NEP i u) \Vas formulated. As it
n1ay be recalled, the idea to dev elop a ne\N" p artnership to deal \f\1ith pro biems
afflicting Africa v1as fu-st conv eyed to the G8 countries in 2000 by President
_rfbeki South .Africa) and President Qlbasanjo _ igeria). It vvas only in 2001 the
_

1

,p _AD initiative \N"as presented for the first time to i\frican states at the OAU,

Lu aka Summit .,I\. great deal of time \Vas spent in selling the program to the G8
countries. _As H erbert (~00-) point out:

[While] it ha.s w on high praise from the G8 [it ha.s]
spark[ ed] deep an.xieties among bus in es , labor, the media
and the non-governmental ectors that [it] is reaIIy a pfan
de igned to tell donor nations what they w ant to hear to
get aid and

ontinue the present dy sfuncti onal, aid-

dependen . .

Th , problem of ]ack of con . ultation "\Va made apparent by some of the comments
made b
1

m;, irrtormants during my fieldw or r. O>ne k ey informant at the SiillC

e retariat de lined to omment on_ JEP).,W becau e he "'did not knovv v.rhat it w as

reall ·- all ab ut' . The other informant at the COJ\ffiS.,f\. Secretariat had this to ay:
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The first time I heard about NEP AD was when I read
about it in the local newspapers and my knowledge of
NEPAD is as good as yours. (Interview 19/01 /2004.)

These comments are most telling in that they were made by highly placed
officials at the AU, SADC and COMESA who should be and are expected to be at
the forefront of the initiative. Unexpected as these comments were, they confirm
the general criticism relating to the lack of consultation that has been raised about
NEPAD in several quarters (see, for instance, Anyang' Nyong'o 2002; Adedeji
2002; Nabudere 2002; Olukoshi 2002; Obi 2002; Ngwane 2002; Udombana
2002a).
In enquiring on why there was limited consultation, one of my key informants at
the NEP AD Secretariat told me, "consultation was unnecessary because we
already knew what the problems were". Even though the view taken by the
initiating members that they "already knew what the problems were" could be
defended on the basis that the process would have been prolonged and costly, this
failure to consult was nonetheless a serious oversight. It has been harmful to
NEPAD and has given rise to suspicions about what the real intentions of NEPAD
are. It has also done little in promoting a sense of ownership of the program.

Apart from the lack of consultation, the manner in which the management of
NEP AD is organized and exercised has become a contentious matter. It has in fact
led to accusations that NEP AD is a secretive, undemocratic, unaccountable and
exclusive club of a select few (see, generally, Lesufi 2004: 811; Bond 2002: 164).
As one official at COMESA pointed out to me:

The only time we get to hear about NEP AD and its
progress is when they make their annual reports to the
African Union Summit. Otherwise most of the time we
don 't know what they are doing. (Interview 20/01 /2004.)

The complaint about the "secrecy" or "exclusiveness" of NEP AD arises from the
fact that under the current arrangement, only the 20 members of the HSGIC out of
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the existing 53 African member countries make and take policy decisions on
NEPAD. Information about what NEPAD stands for, or what it seeks to achieve,
does not seem to filter through to states not represented in the HSGIC, let alone to
private and public institutions generally. However, unless individual states take a
proactive stance in finding out or promoting and disseminating information on
NEP AD, a small Secretariat like that of NEP AD cannot be expected to mount a
wide reaching information campaign. It simply does not have the resources to do
so.

4.6.2 NEP AD and the Role of the Dominant African Players

In addition to complaints about the lack of consultation and dissemination of
information, there seems to be uneasiness and suspicion by economically smaller
countries within NEPAD about the role and motives of the major and dominant
countries like South Africa and Nigeria. These two countries have been actively
engaged in the formulation and propagation of NEP AD. Critics of NEP AD see it
as being mainly about asserting South Africa's economic dominance over the rest
of Africa (Lesufi 2004: 809; Tieku 2004:253). Lesufi (2004:827) remarks in
particular:

Contrary to the presentations of NEP AD as expressing
mutuality of interest among African states, the South
African state is reproducing relations of domination and
exploitation of African economies by both local and
international capital.

The uneasiness abou_t the role played by South Africa was also expressed by one
of my informants at CO MESA who pointed out to me:

NEPAD is a good project. The problem is that it is South
African dominated. Naturally, it is likely to be more to the
benefit of South Africa than the smaller, economically
weaker countries. This is the actual apprehension that
countries have and it explains why there is a half-hearted
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commitment and interest in NEP AD by these other
countries. Unless these fears and concerns are addressed,
NEPAD is likely to suffer the same fate as other earlier
initiatives. (Interview 22/01/2004.)

The suspicion that NEP AD is mainly about the interests of the dominant players,
especially South Africa, arises from a combination of several factors: (a) firstly, as
noted earlier, from the location of the NEP AD Secretariat in South Africa and not
Addis Ababa, Ethiopia, where the AU Head offices are situated and (b) the fact
that the program is closely linked to President Mbeki of South Africa. In fact,
President Mbeki has been described as the "seminal thinker behind, and principal
author and articulator of the New Partnership for Africa' s Development" (Olivier
2003: 815). This has led many to question whether NEP AD will indeed survive
after President Mbeki has left the African political scene. As Herbert (2002)
remarks, "with Thabo Mbeki doing nearly all of the work to promote NEPAD, it is
fair to ask whether NEP AD could survive without him".

In a sense, as I observed during the fieldwork in Botswana, South Africa, Zambia,
and Ethiopia, South Africa is doing more to promote NEP AD than any other
country. During my time there, there were extensive television, radio, newspaper
coverage and debates on NEPAD. Not only is President Mbeki taking significant
time promoting NEP AD but also each government ministry in South Africa has
within it a NEP AD information desk. In contrast, I found that many government
officials in Botswana did not know much about NEP AD. In fact, the attitude was
one of indifference. At least at the time of my fieldwork, there was only one
person (a Permanent Secretary in the Ministry of Finance) in the entire civil
service who was responsible for coordinating NEP AD activities in Botswana.
There were no othet visible attempts to establish a NEP AD information desk in
any of the government ministries. Although, as Landsberg (2002) says, "the rumor
that NEP AD is largely driven by South Africa is true", given what South Africa
has and is doing to promote the plan, there is to some extent an element of
unfairness in the accusations leveled against South Africa.
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Both South Africa and Nigeria, contribute a significant portion to the NEPAD ' s
budget (Abraham 2003 :727). Many states critical of the role played by these two
have not shown the same level of commitment to NEP AD. They have not been
active in embracing and propagating the NEP AD message. They have also not
made financial contributions (these are not compulsory) to the Secretariat.
Nonetheless, to avoid other countries feeling isolated, it is imperative for NEPAD
to avoid any indication of control by any single or particular country the role
played by Nigeria and South Africa needs to be acknowledged and emulated. As
Mosoti (2004: 150) rightly points out:

Diplomatic savvy ... requires that economically powerful
countries that of necessity have vested economic and
political interests, be recognized but tamed and managed
in a constructive way ... South Africa's leadership role in
Africa, both as the strongest economy and as one of the
principal architects of the NEP AD idea, should be
acknowledged.

4.6.3 NEP AD: Entrenching a donor-recipient relationship

Some critics contend that there is nothing "new" about NEP AD. They point out
that whilst the program may be African led, it is not African owned (Abrahamsen
2004; Taylor 2002; Adedeji 2002). This is because the bulk of its resources are
expected to come from external sources. Olukoshi (2002) describes NEPAD ' s
reliance on external funding as "an uncritical, even opportunistic pandering to an
external donor community that is as cynical as it is self-serving" (quoted in
Abrahamsen 2004: 1457). In his commentary on NEPAD, Adedeji (2002:43)
equally asserts:

There is al ways a childlike naivety among African leaders
and policy makers that rhetoric and reality are the same
and that claiming ownership is tantamount to having it. It
is the Africans who are claiming that they are forging a
partnership. The other side will no doubt continue to see it
as a donor-recipient relationship, with perhaps a greater
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degree of humanitarian benevolence but nevertheless with
a determination to behave in accordance with the dictates
of the new development co-operation paradigm.

Similarly another commentator states that, "whilst the document may have been
written in Africa, it most certainly is not 'owned' by Africa and [it being]
dependent upon massive injections of aid; it is difficult to see how it can be
'implemented' if the West ever decided to walk away from the Partnership"
(Taylor 2002:409). The suggestion that behind the partnership veil lies the
dominant interest of the West hinges more likely on the nature of partnerships that
international organizations generally establish:
The rhetoric of ' partnership' is part of a trend by
international agencies by which their intervention m
political and economic reforms in sovereign states 1s
disguised and simultaneously accorded greater legitimacy,
free of the criticism that conditionality has attracted
(Crawford 2003: 157).

Undoubtedly, there are power differentials between the West and African
countries. If NEP AD was to be viewed purely in terms of power and about who
has it, the views expressed by Adedeji (2002), Taylor (2002) and others, might
well be correct. But then partnerships are more than just about relations of
dominance and subservience. They are also about inclusion rather than exclusion
of states as responsible agents in their own development (Abrahamsen 2004: 1463;
Kayizzi-Mugerwa 1998:222). As Abrahamsen (2004:1460) observes, "it is only
with the introduction of partnerships that developing countries are primarily
partners rather than recipients; the active creators of their own future and

development rather than the objects of external benevolence". The view therefore
that NEP AD is simply about financial aid from the West is simply too narrow a
view. As will become apparent in the subsequent sections, NEP AD is about a
holistic approach to Africa's socio-economic and political development. Whilst
over-reliance on donor funding may not be desirable, what must be borne in mind
is that Africa's poor economic state makes it almost impossible for the continent
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to forgo outside assistance. As one key informant at the NEP AD Secretariat stated
in an interview:

Time has come for Africa to set-up its own development
agenda. However, Africa does not have all it takes to
develop on its own. We need our friends outside, we need
the international community, well wishers, and the private
sector to develop Africa. (Interview 12/12/2003.)

4.6.4 NEP AD and the Failure to Intervene in the Internal Affairs of Members

The failure or inaction by NEP AD to address the problems that beset the 2002
Zimbabwe disputed election results (which were characterized by violence, the
intimidation of the judiciary, the repression of the opposition and the violent
seizure of white farms), has led some to question the credibility of NEP AD in
dealing with African problems. According to Taylor (2002: 409), "the curse of
'Afro-pessimism' has received more ammunition because of the elites of Africa
and their response to the Zimbabwe debacle". This sentiment has also been
expressed by the Institute for Democratic Alternatives for Southern Africa in their
2003 report; "the lack of assertive action towards Zimbabwe [indicates] that the
AU and its economic counterpart, the New Partnership for Africa's Development
(NEP AD) will be unable to amount to anything more than rhetoric" (quoted in
Abraham 2003 :732).

The criticism of NEPAD's failure to deal with the situation 1n Zimbabwe by
Taylor (2002) is perhaps misdirected. As indicated in the preceding sections,
NEP AD is not an institution but rather a framework of engagement with the
developed states. It does not have the mandate or any coercive powers to intervene
in the internal matters of states. In this respect, the criticism against any perceived
inaction should appropriately be directed at the AU, which has both the power and
institutional structure to intervene in such matters. But then, the question whether
the lack of intervention by the AU in Zimbabwe is testimony to its ineffectiveness
is subject to debate. Article 4 (g) of the AU Constitutive Act enjoins member
states not to interfere in the internal affairs of another. Intervention is only
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permitted under Article 4 (h) "pursuant to a decision of the Assembly in respect of
grave circumstances, namely war crimes, genocide and crimes against humanity".
Unless one took the view that the 2002 situation in Zimbabwe amounted to "war
crimes, genocide or crimes against humanity", the AU clearly had no basis for
intervention. A more plausible argument could or should perhaps be that the
circumstances under which the AU can intervene in internal matters must be
extended to cover any serious breach by states. Until then, the AU will be limited
to instances articulated under its Article 4(h).

4.6.5 NEP AD and its Reception by the International Community

At the international level, NEP AD has been overwhelmingly well received.
Following its launch in 2001, the UN General Assembly passed a resolution in
June 2002 endorsing it as the framework within the AU through which
developments in Africa will be supported (UN Resolution (A/55/L.2). Similarly, at
their 2002 Kananaskis Summit in Canada, the G8 countries reiterated their support
for NEP AD by adopting a new development plan for Africa called the G8 African
Action Plan (paragraph 1 Kananaskis Declaration). The G8 expressed its support
for NEP AD as follows:

In support of the NEP AD objectives, we each undertake
to establish enhanced partnerships with African countries
whose performance reflects the NEP AD commitments.
Our partners will be selected on the basis of measured

results. This will lead us to focus our efforts on countries
that demonstrate a political and financial commitment to
good governance and the rule of law, investing in their
people, and pursuing policies that spur economic growth
and alleviate poverty. We will match their commitment
with a commitment on our own part to promote peace and
security in Africa, to boost expertise and capacity, to
encourage trade and direct growth-oriented investment,
and to provide more effective official development
assistance (paragraph 4 Kananaskis Declaration, emphasis
added).
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As evident from the G8 communique, its relationship with Africa is to be informed
by certain considerations. These considerations include African countries
demonstrating political and financial commitment to good governance and the rule
of law. It is therefore not inconceivable that any new funding from the G8
countries to African countries will require them to meet certain conditions as
prescribed by the G8. In this regard, whilst the uniqueness of NEP AD may be
proclaimed, it has done little to change the conditionality approach that
accompanies most donor assistance to African countries. In fact, NEP AD concurs
largely with the G8 framework.

But why has NEPAD been so overwhelmingly endorsed? Could it be because of
its emphasis on good governance, democraccy, rule of law and respect for human
rights? Possibly. A number of commentators (see, for instance, Lesufi 2004;
Ngamau 2004; Owusu 2003; Bond 2002; Obi 2002; Taylor and Nel 2002;
Mkandawire

2002)

has

argue however that NEP AD

found

acceptance

internationally principally because of its neo-liberal outlook. Taylor and Nel
(2002: 164), for instance, maintain that:

A new hearing is being granted to the New Africa
representatives

precisely

because

the

message

communicated fits the neoliberal discourse and avoids
blaming particular policies or global trade structures for
Africa ' s marginalization but rather, if pushed, simply
passes the blame on the mystical notion that is known as
' globalization '. In addition, the leading elements within
the New Africa have gained the North 's seal of approval
regarding their outward commitment to liberal democracy
and market economies, and are held up as models from
which the rest of the continent can and should learn.

The neo-liberal approach is based mainly on the idea that governments should not
take an active role in market activities. Neo-liberalism, which first made its
appearance as a critique of Keynesianism which had favored an active state role in
market activities, views the state as prone to capture by self-seeking bureaucrats
and interest groups (Gamble 2001: 129). It therefore argues that because of the
"imperfect nature of the state [which] results in 'government failures ' in the form
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of regulatory capture, rent-seeking, [and] corruption .. .it is usually better for the
state not to try to correct market failures, because it may make the outcome even
worse" (Chang 2002:540).

By embracing the private sector, the deregulation of the economy and a limited
role of the state in the market NEP AD has shifted from the early post-colonia l
view, which regarded developmen t as dependent on state-led growth. As Obi
(2002:4) observes:
These 'developmenta l states' were guided by the thesis on
the modernization of society through state-led capitalism,
welfarism, and an industrialization strategy of import
substitution. The principle was that through a trickling
down

process,

the

wealth

generated

by

state-led

capitalism would transfer wealth to the masses and
resolve the problem of poverty.

It should be noted that whilst NEP AD gives priority to deregulation and the role of

the private sector in the economy, neo-liberalis m is much more than di1ninished
regulation and freer markets. In fact, the current order is anything but free of
regulation (Levi-Faur and Jordana 2005; Levi-Faur 2005; Braithwaite 2000;
Maj one 1997). The era of neo-liberalis m has also been the golden era of regulation
(Levi-Faur and Jordana 2005:6). According to Levi-Faur (2005:14), although neoliberalism at an ideological level promotes deregulation, at the practical level, it
promotes, or at least is accompanied by regulation. Although the private sector
increasingly assumes the functions of service provision and technologica l
innovation, the state still remains important in providing an efficient and strong
regulatory framework in which the market operates (Levi-Faur 2005: 14). In other
words, even though regulatory powers may be dispersed among several actors, the
state retains the responsibility for steering-th at is, formulating laws, rules and
policies. Efficient markets do not operate independent ly of the state. They require
not only strong regulatory frameworks but also efficient ones (Levi-Faur 2005:14).
For NEPAD, neo-liberalis m should not be about a laissez-faire approach to
development. It must be about providing a regulatory environment which permits
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both domestic and foreign investments to flourish. This ultimately requires an
active rather than a diminished state role in the market.

4. 7 NEP AD and Other Earlier Initiatives

NEP AD is not the only initiative that has sought to address the socio-economic
and political challenges facing the continent. There have been several initiatives
which have sought to do so but with no success. These initiatives have included:

(a) the Lagos Plan of Action (LPA) for the Economic Development of Africa
1980-2000, and the Final Act of Lagos;

(b) Africa's Priority Programme for Economic Recovery 1986-1990 (APPER)
which was later converted into the United Nations Programme of Action for
Africa' s Economic Recovery and Development (UN-PAAERD) (1986);

(c) The African Alternative Framework to Structural Adjustment Programme for
Socio-Economic Recovery and Transformation (AAF-SAP) (1989);

(d) The African Charter for Popular Participation for Development (1990) and

(e) The United Nations New Agenda for the Development of Africa in the 1990s
(UN-NANDAF) (1991).

Of these initiatives, the Lagos Plan of Action for the Economic Development of
Africa, 1980-2000 .(LP A) is perhaps the most famous. Adopted by the OAU in
1980, it represented the first comprehensive, continent-wide effort to formulate an
African-led policy strategy for the economic development of the continent
(Cummings 1998 :29). Its main argument hinged on the notion that Africa' s longterm development depended exclusively on African countries attaining selfreliance. But the LPA never led to self-reliance nor was it ever implemented. It
failed not only because "African leaders never ... believe [d] in the publicly
articulated LPA development programs" (Cummings 1998:37) but also because it
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did not take on board other important players such as civil society and the business
community. In addition, while advocating for a minimum reliance on the West, it
failed to include the promotion of democracy and good governance in its
development agenda (Cunnings 1998:39). And because of its adversarial approach
it failed to enlist and energize the support of the international community. It
exonerated African leaders from blame for Africa's underdevelopment and instead
laid the blame on external forces:

Despite all efforts made by its leaders, it [Africa] remains
the least developed continent.... Indeed, Africa was
directly exploited during the colonial period and for the
past two decades this exploitation has been carried out
through neo-colonialist external forces which seek to
influence the economic policies and directions of African
States (paragraph 6 Lagos Plan of Action).

Other factors that have contributed to the failure of many of the initiatives in
Africa include the lack of implementation capacity by African states. As

one

informant at the AU told me:

African leaders are good at saymg and committing
themselves to grand plans but poor at implementing them
at national level. Many of the plans are often beyond the
capacity of African countries to implement. They are
often too ambitious, and unworkable, and it would help if
the plans were realistically tailored to what the continent
can do. (Interview 27/01 /2004.)

4.7.1 What makes NEPAD Different?

Given the failure of the other initiatives, the question that immediately emerges
then is, what makes NEP AD different from earlier initiatives? Several distinctive
features sets NEP AD apart from the other earlier initiatives. First, unlike the other
initiatives, NEPAD enjoys both domestic and international support. Even with the
lack of consultation in the conceptualization of the plan, it is still regarded by
African leaders as having been conceived by them. This has to some extent

90

promoted a sense of ownership of the program. The fact that it is viewed as
emanating from Africa and not externally imposed, has shored up the political
support and commitment from African leaders that might make it work. This
political support is evident from the fact that at its helm is a committee of Heads
of State and Government responsible for steering it.

Another distinguishing feature about NEP AD is that it has a Secretariat. This no
doubt will ensure the proper coordination and implementation of projects. Many
of the earlier initiatives did not have a mechanism to ensure the proper
coordination, implementation and monitoring of agreed projects.

The peer review mechanism is another distinct feature about NEP AD. Although
participation in its peer review mechanism is voluntary, the review mechanism is
intended to ensure that participating states conform to agreed political, economic,
and corporate governance values, codes and standards contained in the Declaration
on Democracy, Political, Economic and Corporate Governance (Declaration on
Governance AHG/235 (XXXVIII). The G8, in endorsing the African Peer Review
Mechanism (APRM) had this to say:

The African peer-review process 1s an innovative and
potentially decisive element in the attainment of the
objectives of the NEPAD. We welcome the adoption on
June 11 by the NEP AD Heads of State and Government
Implementation
Democracy,

Committee

Political,

of the

Economic

Declaration
and

on

Corporate

Governance and the African Peer Review Mechanism.
The peer-review process will inform our considerations of
eligibility for enhanced partnerships ... While we will
focus

particular

attention

on

enhanced-partnership

countries, we will also work with countries that do not yet
meet the standards of NEP AD but which are clearly
committed to and working towards its implementation.
We will not work with governments, which disregard the
interests and dignity of their people (paragraph 7
Kananaskis Declaration 2002, emphasis added).
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The approach by the G8 to assist only countries that are deemed to be good
reformers should not distract from the fact that the peer review mechanism might
be a means by which African countries can convince developed states that they are
able to live up to the pledges they make. But, whether the peer review will work in
this way will depend firstly on the process of review being above reproach and
secondly, on the willingness of African states not only to submit to the review
process but also their willingness to take on board the recommendations made by
the review.

Lastly, unlike other initiatives such as the LPA, NEPAD is the first initiative
conceived and developed by Africans that does not blame the West for the
continent's socio-economic and political quagmire (Owusu 2003: 1664).

It

candidly recognizes that past attempts "to set out continent-wide development
programmes have not succeeded in part because of questionable leadership and
ownership by Africans themselves" (paragraph 42 NEP AD Base Document 2001;
see, also, Kanbur 2002: 90).

4.7.2 World Bank/IMF Sponsored Reforms

and

other International

Initiatives

Apart from the general failure of African initiatives to stimulate Africa's
development, the World Bank/IMF reforms have equally not fared any better.
Other initiatives such as the Millennium Challenge Account 16 (MCA) and the
Commission for Africa 17, which are sponsored by the United States and the United

16

Proposed in 2002 by President George Bush, the MCA seeks to provide more US funding to low

income countries which according to President Bush are "ruling justly, investing in their people
and encouraging economic freedom" (Millennium Challenge Account Initiative 2002; see also
Radel et 2003: 171; Applegarth 2003: 1). The criteria suggest that only countries that are considered
to have observed certain standards of good governance, democracy, the rule of law, human rights
and market reforms will be selected for reward.

17

The Commission for Africa, initiated by President Tony Blair of the United Kingdom, seeks to

persuade the international community and private sector to assist Africa in its developmental
efforts. Intended to complement the work by the AU and NEPAD, the Commission recognizes that
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Kingdom respectively, are still really in their nascent stages to properly evaluate.
On the other hand, as we noted in Chapter 3, the World Bank/IMF Structural
Adjustment Programs (SAPs), have now generally been accepted to have been
complete failures. Rather than lead countries on a road to prosperity, they caused
more hardship and misery for reforming countries. They were overly prescriptive,
too onerous, poorly sequenced and sometimes beyond the capacity of reforming
states (Stiglitz 2002; Collier and Gunning l 999c:F634). They created a crisis of
ownership and a lack of genuine commitment to reforms.

But is NEP AD really different from these initiatives. To an extent it is. And yet to
another, it is not. The one significant difference is that NEP AD is African led and
owned, although this has been contested. But like SAPs, the Commission of Africa
and the Millennium Challenge Account, it places great emphases on fiscal
discipline, good governance, democracy, the rule of law, respect for human rights
and a limited role of the state in market activities. Ironically, these ' new' selfimposed standards of conduct have always been roundly condemned by African
countries when demanded by donors as part of their aid package. Could this now
be a tactical shift by African countries?

4.8 NEPAD: Achieving Sustainable Development in Africa

As its principal objective, NEPAD seeks to eradicate poverty and "to place
African countries, both individually and collectively, on a path of sustainable
development 18 and thus halt the marginalization of Africa in the globalization
process" (paragraph 67 NEPAD Base Document 2001). For NEPAD, attaining
sustainable development would require promoting peace, security, democracy,
good governance, democracy and the rule of law are essential to the success of any African
developmental strategy (Commission for Africa 2004).
18

Although NEP AD does not explain what it means by "sustainable development", the term

usually implies that economic growth, social development and environmental protection are
interdependent and mutually supportive elements of long-term development (UN 2002).
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good governance, human rights and sound economic management (paragraph 71
NEP AD Base Document 2001 ). Meanwhile, its poverty reduction initiative is tied
to the achievement of the Millennium goals as enshrined in the 2000 UN
Millennium Declaration. These Millennium goals require that by 2015, the
number of people whose income is less than one dollar a day together with the
number of those who suffer from hunger should have been halved (paragraph 19
UN Millennium Declaration (A/55/L.2)).

To attain both its sustainable development and poverty objectivess, NEPAD assets
that African economies will have to grow by at least 7 percent per annum to fill a
resource gap of 12 percent of its Gross Domestic Product (GDP) or US$64 billion
(paragraph 144 NEP AD Base Document 2001 ). Whilst the 7 percent resource gap
is to be filled by generating enough savings, requesting debt relief and more
official development aid, foreign direct investment (FDI) is seen as providing the
most viable strategy for achieving this growth (paragraphs 145, 146, 148, 150
NEP AD Base Document 2001 ). But whether African economies will grow
sufficiently to reach the 7 percent mark remains to be seen. As we saw in Chapter
3, for the past four decades, the continent has experienced unprecedented changes
in social and economic dimensions. Levels of poverty have become widespread,
and the continent's debt-burden has increased exponentially as economies have
become stagnant (UNCTAD 2004a; Kebonang 2003a:14; Rowley 2000; Collier
and Gunning 1999a). In the past 10 years only three African countries namely,
Mozambique , Benin and Uganda have been able to achieve an average growth rate
above 7 percent per year (Commission for Africa 2005 :222). According to the
latest IMF report, although real GDP growth in sub-Saharan Africa (SSA)
increased in 2004 to an eight-year high of 5 percent and real GDP per capita
increased by 2. 7 percent, Africa' s growth still remains below the level required for
it to reach the Millennium Development Goal (IMF 2005: 1).

As we also saw in Chapter 3, aid flows to Africa have been on a decline. Trade
terms for primary commodities have also worsened. These developments clearly
require that an alternative source of growth must be found. It is for these reasons
that FDI occupies the centre stage in the NEP AD initiative. Despite its potential as
a viable source of growth, the centrality of FDI to NEPAD has attracted criticism
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from a number of quarters. For instance, Tandon (2002) argues that what Africa
needs is "self-reliance and not FDI reliance". According to him, the reliance on
foreign capital by NEP AD will lead to the surrender of "human rights of the
people of Africa (their rights to food, water, energy etc) to the whims of a volatile
and untrustworthy global capital". Others such as Bond (2001; 2002), see
multinational corporations as agents of "global apartheid' responsible for Africa's
worsening economic state.

Whatever attention the above views may merit, there are certain undeniable facts
about Africa: (a) many African economies have stagnated over the years, (b)
attempts at promoting self-reliance have failed since many countries rely on a few
primary commodities and are not economically diversified, ( c) the continent has
experienced worsening trade terms and huge external debt, (d) many countries do
not have domestic savings to stimulate investment, and (e) aid levels have
declined over the years. It is therefore against this background that the need for
FDI should be considered. Even though FDI is not necessarily a panacea, the
African reality is that countries cannot afford to shun foreign investment. The
phenomenal development of East Asia came about for instance not only because
of high savings rates, government subsidies and better institutions but because of
massive inflows of FDI (World Bank 1993; Rodrik 1997:413; Singh 1994:1811).
When properly regulated, FDI can create jobs, bring in new technology, expose
domestic industries to foreign markets and earn foreign currency for the host
country (Seid 2002:30).

Through its proposed Capital Flow Initiative, NEPAD recognizes that improved
governance is a sine qua non for increased FDI inflows. To this end, NEP AD
makes participation in the Economic and Political Governance Initiative a prerequisite for participation in the Capital Flows Initiative (paragraph 144 NEP AD
Base Document 2001 ).

In support of good governance, the NEP AD Declaration on Democracy, Political,
Economic and Corporate Governance commits African states to:
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a) Adopt clear codes, standards and indicators of good governance at the
national, sub-regional and continental levels;

b) Develop an accountable, efficient and effective civil service;

c) Ensure the effective functioning of parliaments and other accountability
institutions, including parliamentary committees and anti-corruption bodies;

d) Ensure the independence of the judicial system that will be able to prevent
corruption and the abuse of power;

e) Adopt prioritized codes and standards for achieving good corporate
governance in the private sector, including principles of corporate governance,
international accounting standards, international auditing and core principles
for effective banking supervision.

In addition to setting these principles, NEP AD also identifies a number of priority
areas (sectoral) that will need to be improved or addressed if its objectives are to
be achieved.

These priority areas include the following:

Infrastructural

development; Information and Communication Technologies; Energy; Human
Resource development; Health; Agriculture; The Environment and Market Access
(paragraphs 96-13 8 NEP AD Base Document 2001 ).

From the preceding paragraphs, it is evident that NEP AD has set itself a wide
range of tasks. The danger with this approach is that it may create unnecessarily
high expectations that cannot be n1et. Like other failed initiatives, it may also be
unable to implement them. Yet again, all the goals that it sets are interrelated. The
failure to achieve one may lead to the failure in the achievement of the other.

4.9 NEP AD and Regional Economic Communities

Individual states and regional economic bodies are considered to be the principal
building blocks in driving the NEP AD initiative forward (paragraphs 90-93
NEP AD Base Document 2001 ). The ultimate success or failure of NEP AD
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therefore depends on both states' and regional economic communities' (RECs)
willingness to provide appropriate settings for investment, their ability to enact
enabling legislation and their capacity and willingness to implement NEPAD
identified projects or policies.

Despite the divergence of views on the question whether RECs are building or
stumbling blocks (see, for instance, Cho 2001:423; Molle 2001: 13; Bhagwati,
Greenaway and Panagariya 1998: 1128; Ethier 1998: 1149; Bagwell and Staiger
1998:1162; Srinivasan, Whalley and Wooton 1993:54; and Langhammer 1990:4)
African leaders seem to have always subscribed to the view that RECs are
important building blocks through which development can be pursued. Since the
attainment of political independence in the 1960s, they have consistently reaffirmed their desire to forge mutually beneficial economic and political linkages
necessary to enhance the continent's development prospects and well being of
their people (Udombana 2002a: 188; Daddie 1995:243; Logan and Mengisteab
1995 :7). Much emphasis has been and continues to be placed on RECs as building
blocks necessary for Africa's economic development. For instance, in 1991 in
Abuja, Nigeria, the OAU Heads of State and Government signed a treaty
establishing the creation of the African Economic Community (AEC) by 2025.
The AEC Treaty (popularly known as the Abuja Treaty) which came into force in
1994 provides for the establishment of the AEC through a gradual process,
requiring coordination, harmonization and progressive integration of the activities
of existing and future regional economic communities in Africa (emphasis added).
Thus, the recognition of RECs as building blocks has been unequivocal.
Consequently, where RECs do not exist, they are to be created and where they do
exist they are to be strengthened. Indeed, the many RECs, which have sprouted
throughout the continent, bear testimony to their perceived importance.

There are currently fourteen RECs spread throughout the continent. These are, the
Southern Africa Development Community (SADC), the Economic Community of
West African States (ECOWAS), The Common Market for Eastern and Southern
Africa (COMESA), the South African Customs Union (SACU), The Indian Ocean
Commission (IOC), The Inter-Governmental Authority on Development (IGAD),
the Arab Maghreb Union (AMU), The West African Economic and Monetary
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Union (UMEOA), The Economic Community of Central African States (ECCAS),
The Economic Community of the Great Lakes Countries (CEPGL), The East
African Community (EAC), The Mano River Union (MRU), the Community of
Sahel-Saharan States (CEN-SAD) and The Central African Economic and
Monetary Community (CEMAC).

Whether NEPAD's reliance on RECs as its building blocks is wise is too early to
tell. During my fieldwork, I was struck by what appeared to be animosity by RECs
towards NEPAD. This hostility appeared to be widespread and not merely limited
to one organization. In fact it was in all the organizations I observed as part of the
study. One official at the NEP AD Secretariat candidly told me that much of the
hostility directed at them emanated from the fact that they (NEP AD) were now
drawing more funding from the donor community than RECs. Thus, competition
for service, FDI and other resources may prove to be a major impediment to the
cooperative approach that NEPAD is trying to engender.

Again, notwithstanding the emphasis and potential benefits that can be derived
from integration, the proliferation of RECs has not yet translated into the
economic and political unification of the continent. As Udombana (2002a: 202)
points out, integration in Africa has been based on "lofty transcontinental
ambitions, evocative public slogans, a plethora of treaties and regional institutions,
high-minded principles and protectionist proclivities". There has been a lack of
political commitment and conviction by African leaders to go through or face the
challenges of integration. In formulating grandiose policies at the continental
level, African leaders have "normally retreated into their domestic bunkers,
leaving the policies to atrophy" (Udombana 2002a: 202).

Equally, RECs have either failed or have had very moderate successes in
promoting inter and intra African trade and foreign investment (N gamau
2004:522; Shams 2004458; Herbst and Mills 2003 :55). What this suggests for
NEP AD is that unless the problems relating to the underperformance by RECs are
identified and comprehensively addressed, nothing will change. According to
Shams (2004:458), the failure by RECs to achieve their objectives can be
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explained by non-conducive economies, poor design and even the failure of states
to implement the commitments they make. In many cases, a single or a handful of
countries often dominates trade and investments. For instance, in SADC 19 , as
Table 4.1 below illustrates, much of the trade is dominated by South Africa20
which presently accounts for over 70 percent of the intra-SADC imports with a
trade surplus estimated at about US$4 billion per year (De La Roche 2003 :7).

Table 4.1 . Direction of Trade for SADC
SADCTRADE

EXPORTS

IMPORTS

1991

2001

1991

Intra-SADC

6.3%

9.9%

7.9%

13.0 %

Extraregional

93 .7%

90.1%

92.1 %

87.0%

Rest of Africa

1.1%

2 .7%

1.1 %

2.1 %

East Asia & Pacific

16.3%

16.8 %

17.0 %

20.3 %

USA

16.1%

17.6 %

11.9 %

10.4 %

EU

49.1%

43 .0%

51.1 %

39.4 %

Rest of World

11.1 %

10.1%

11.0 %

14.8 %

2001

The Table has been adapted from Manuel De La Rocha (2003).
19

The Southern African Development Community (SADC) originally known as the Southern

African Development Coordinating Conference (SADCC) was formed in 1980 by an initial group
of ten countries. This group included Angola, Botswana, Lesotho, Malawi, Swaziland,
Mozambique, Tanzania, Zambia, and Zimbabwe but was later joined by Namibia in 1990. The
membership of the organization has since increased to include countries such as South Africa,
Mauritius, Seychelles and the Democratic Republic of Congo. However in 2003, Seychelles
withdrew its membership.

20

Interestingly, when SADCC was formed in 1980 its main objective was to promote collective

self-reliance by reducing the dependency of member countries particularly on the white minority
ruled Republic of South Africa (Blumenfeld 1991: 135). Following the abolition of apartheid in
1990 and subsequent multi-racial elections in South Africa in 1994, its objectives were revised to
omit reference to "reduction of economic dependence particularly on the Republic of South
Africa" (Ngo'ngola 1999). It leading objective is now to "achieve development and economic
growth, alleviate poverty, enhance the standard and quality of life of the peoples of Southern
Africa and support the socially disadvantaged through regional integration" (Article 5(a) SADC
Treaty 1992). However, many countries are to date still dependent on South Africa. In fact
countries such as Botswana, Lesotho, Namibia, Swaziland, Malawi, Mozambique, Zambia and
Zimbabwe have become dependent on imports from South Africa.
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As Table 4.1 demonstrates, intra-SADC exports stood in 1991 at 6.3 percent and
had by 2001 increased marginally to 9.9 percent. This represent a mere 3.6 percent
increment over a period of 10 years. For the same period, intra-SADC imports
rose by a mere 5 .1 percent from 7. 9 percent in 1991 to 13. 0 percent in 2001. On
the other hand, although both import from and export volumes to the European
Union (EU) declined over the same period, the decline was not significantly high.
Exports stood at 49.1 percent and decreased slightly to 43.0 percent whilst imports
declined from 51.1 percent to 39.4 percent for the period 1999-2001 respectively.
This decline could have been on account of SADC having new trading partners.
The decline does not change the fact that for SADC, the EU remains an important
trading partner.

Likewise, notwithstanding its 30 years of existence, ECOWAS 21 , like SADC, has
achieved relatively little in terms of promoting intra-regional trade 22 . Similarly,
the economic interests of one country, Nigeria, lie at the heart ofthis regional
arrangement (Riley 1999:65).

21

The Economic Community of West African States (ECOWAS), founded in 1975, is a regional

grouping made up of 16 countries. These countries are Republic of Benin, Burkina Faso, Republic
of Cape Verde, Cote D'Ivoire, The Gambia, Ghana, Guinea, Guinea Bissau, Liberia, Mali,
Mauritania, Niger, Nigeria, Senegal, Sierra Leone and the Togo.

22

It has been argued that the community has not been successful in its economic integration

initiatives because it has focused more on political rather than economic matters and has thus
become more of a security-driven institution (See for instance Riley 1999). This view appears to be
informed by ECOW AS direct military involvement in the conflicts in Liberia and Sierra Leone. It
derives from the fact that most economic activities in the sub-region have been unaffected by the
Organization and its goals. Unofficial economic, social and political cross-border penetration, with
the large trade in illicit drugs, guns , workers and scarce commodities, has been more effective than
state-led economic integration. This is despite the fact that the revised 1993 ECOW AS Treaty
envisages its new role as the "sole economic community in the region" and one of the foundations
upon which an African Economic Community (AEC) is to be built in the next century (Article 2

(1) ECOWAS Treaty 1993 ; see also Riley 1999).
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Table 4.2. ECOWAS Trade by Region (1997)

IMPORTS

EXPORTS

REGION

% OF TOTAL

% OF TOTAL

Central Africa

0.4

0.6

East Africa

0.1

0.2

Southern Africa

0.8

0.6

North Africa

I.I

0.8

ECOWAS

11.0

12.6

Europe

45.8

40.4

-hereof EEC

41.2

36.7

USA and Canada

17.4

25.5

Latin America

3.3

2.1

Japan

3.6

3.2

China

4.8

0.4

Other Asia

8.8

8.4

Table adapted with slight modifications from a study conducted by the Association of Ghana Industries and DI International
Consultancy (2000) . Original Source: ECOWAS Handbook oflntemational Trade 1998.

As can be seen noted from Table 4.2 above, by 1997 total imports within
ECOWAS stood at a paltry 11.0 percent and exports at 12.6 percent compared to
imports from and exports to Europe (its major trading partner), which stood at
45.8 percent and 40.4 percent respectively.

Perhaps a more successful case in terms of promoting economic development
among members is the Southern African Customs Union23 (SACU). This is not a
regional trading arrangement per se but rather a customs union. The aim of SACU
is to permit free interchange of goods between member countries. It provides for a
common external tariff and common excise tariff. All customs and excise
collected in the customs area are paid into South Africa's national Revenue Fund
and shared among members according to a predetermined formula.

23

Formed in 1969 to replace the earlier Customs Union Agreement of 1910, the Union is made up of
South Africa, Botswana, Lesotho, Namibia and Swaziland.
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The SACU agreement was re-negotiated in 2002 to provide for a more equitable
revenue sharing formula following complaints by smaller partners that the
arrangement, as it were, amounted to subsidization of South African industries by
them. Despite these concerns, SACU has been an economically viable Union. The
governments of Lesotho and Swaziland in particular depend heavily on their
shares of re-distributed SACU receipts for their budgetary revenues: it keeps them
floating in fact!

On matters of investment promotion, almost all RECs have been proactive in
soliciting and promoting initiatives conducive to both domestic and foreign
investment. For instance, in 1996 SADC members concluded a Trade Protocol to
incorporate trade liberalization and market integration into the SADC agenda. In
2002, they adopted a Memorandum of Agreement of Taxation to address issues of
harmful tax competition between states. Currently, they (SADC) are working on a
draft Memorandum of Agreement on the Harmonization of Investment laws.
Likewise, COMESA is working on establishing a customs union agreement;
creating a common investment area and harmonizing its investment laws.

4.10 NEPAD: More than Just a Talk Show?

NEPAD is more than just about lofty objectives. As I found out during my
fieldwork, NEP AD has been successful in generating funding or getting
commitments for a number of regional projects in Africa from its partner
institutions such as the African Development Bank, the World Bank and the
Development Bank of Southern Africa. Some of the projects that have been
funded through NEPAD include; Nigeria-Togo-Benin power interconnection
project at US$18.07 million; Burkina Faso-Niger: Dori-Tera road study at US$
1.01 million; and Mali-Burkina Faso-Ghana road project at US$97.82 million.
Other projects that are to be funded through NEP AD include, the Southern Africa
regional gas project at US$721 million; West Africa Air Transport project at
US$ IO million and the Zambian power rehabilitation programme at US$62.195
million.
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4.11 Conclusion

Whatever its shortcomings, NEP AD is a welcome development that hold great
promises for Africa's future. By focusing on issues of good governance,
democracy, the rule of law, macro-economic and political stability and the need to
establish patnerships, it takes a holistic approach to proble1ns afflicting the
continent. And as a leadership driven initiative, it suggestions that substantial
progress is likely to be made in addressing Africa's collective challenges. But as
Abraham (2003 :734) reminds us, while pan-continental initiatives might go some
way towards reversing negative trends, many of · the key developmental and
governance challenges require action not by an intergovernmental organization but
by national governments. In this respect, much of NEP ADs success will depend
on demonstrable political will, the commitment of African leaders to its objectives
and the extent to which states and RECs are able to incorporate its objectives into
their regional and national plans. This will no doubt require functioning and
capable institutions and proper coordination between stakeholders. Even if
NEPAD were to fail in achieving all its objectives, its significance should not be
missed: it is a "dialogic web" through which common problems and solutions can
be discussed and found. Finally, although the process of development is complex,
its reliance on FDI as a means addressing Africa' s developmental challenges is
borne out of a sober assessment of the grim realities facing the continent.
Nonetheless, given the controversy over whether FDI is an appropriate
development strategy, the next chapter will consider the different theories on FDI
to provide an insight as to both the benefits and costs associated with foreign
investment.

103

CHAPTERS
NEPAD AND THEORIES OF FOREIGN DIRECT INVESTMENT

5.1 Introduction

In its base document, the New Partnership for Africa's Development (NEPAD)
emphasizes the importance of Foreign Direct Investment (FDI) to Africa's longterm development. To fill its identified resource gap of 12 percent of its GDP (or
US$64 billion), NEP AD contends that African economies must grow by at least
seven percent annually. Although this growth is to be achieved through more
international aid, debt cancellation, increased domestic savings, and improved
public collection systems, FDI is deemed to be a more viable strategy. As will
become evident, the position taken by NEP AD on FDI is closer to the classical
theory discussed later in this chapter. However, despite the centrality of FDI to
NEPAD, there is no general agreement about the desirability or impact of FDI on
host economies. In light of the different views on FDI, this chapter gives a brief
review of the different theories of FDI. It looks in particular at the classical,
dependency and middle path theories of FDI and the lessons that NEP AD can
draw from them.

5.2 The Classical Theory of FDI

For us, it is no longer a matter of whether foreign
investment is good or bad or whether we need to restrict
it. We are a poor and needy continent. Without massive
inflows of foreign investment, we will remain forever
marginalized.

(Interview

with

a

NEP AD

Official

12/01 /04.)

The above sentiments, shared by several of my informants, closely resemble the
views of NEP AD on the significance of FDI to Africa's development. They also
conform to the classical theory which asserts that FD I is beneficial to the host
economy. This theory marks a shift from earlier doctrinal objections held by many
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developing countries on the role played by multinational corporations (MN Cs) in
their economies. MNCs were viewed as inimical to the economic development of
the developing countries. Based on this assertion, MNCs were either discriminated
against or their role in the host economy severely restricted or limited (Seid
2002:15; Markusen and Venables 1999:336; Lall 1996; Muchlinski 1995:8 ;
Kennedy 1992:67, OECD 1990). The assertion also provided a justification for the
expropriation of foreign companies or assets. As illustrated in Table 5 .1 below, the
1950s, 1960s and 1970s represented a period of uncertainty for foreign investors.
Many of their assets or investments were either expropriated or nationalized by
host states.
Table 5 .1: Countries that Expropriated Foreign Investments
No of Firms Nationali zed

Country

Years

Algeria

1965 -1978

107

Angola

1975-1978

128

Benin

1974

10

Bum1a

1962-1983

24

Chil e

1970-1 973

46

Congo

1970 -1 977

31

Egypt

1956-1967

70

Ethi opia

1975-78

105

Guinea

1959-1979

7

India

1967-1975

58

Iraq

1968- 1977

8

Jamaica

1972-1 977

12

Li bya

1969-1 974

.) .)

Madagascar

1975 -1 978

50

Morocco

1965-1978

30

Mozambique

1975 -80

43

1967-1974

35

Peru

1968-1975

47

Somalia

1970

10

Sri Lanka

1971-1976

254

Sudan

1970-1978

r_)

Trinidad & Tobago

1969-1981

10

Ugan da

1970

Tanzania

1963 -1978

27

Yemen

1969-1 978

30

Zambia

1964- 1980

21

1gena

Total

-,-,

9

1404

Source: Data taken from Kennedy (1992: 73). Table slightly modified .
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The expropriation of MN Cs by many developing countries particularly during the
early days of their independence symbolized a rejection by these countries of
being externally dependent upon "foreigners" (Kennnedy 1992:74). As Kobrin
(1984) observes:

The end of the colonial era and the rise of Third World
assertiveness and independence during the late 1960s and
early 1970s influenced the preference for expropriation as
opposed to regulatory control of behavior ... There was a
tendency on the part of many countries to use foreign
investment as a symbol of Western industrialization and
Western

colonialism;

expropriation

represented

a

rejection of the general context as well as of the specific
enterprise (quoted in Kennedy 1992:74).

However, the hostility directed at MNCs in the 1950s and 1970s has largely
waned. Rather than strangle the development of FDI on the basis that it is a source
of foreign domination and control, many countries have now come to recognize
that positive economic gains can be achieved from the presence of FDI (Kobrin
2005:3; Gao 2005:158; Markusen and Venables 1999:336; UNCTAD 1999:4; Lall
1996:44; Muchlinski 1995 :9). This change in attitude can be attributed to, inter
alia, the slowdown of growth in the world economy in the mid-1970s, change in

political leadership and the scarcity of financial capital in the wake of the debt
crisis of the early 1980s (UNCTAD 1999:29; Muchlinski 1995: 10). Since the
1990s, following the disappearance of commercial bank lending for most
countries, FDI has become the largest single source of finance for developing
countries (Kobrin 2005:3; Aitken and Harrison 1999:605; Rodriguez-Clare
1996:852). Just about every government is involved in trying to attract more FDI
by promulgating laws and regulations that are investor friendly. Despite, for
instance, the likelihood of harmful tax competition resulting from tax concessions
given to MNCs, the 1991 UNCTAD report reveals that between 1977 and 1987
both developed and developing countries changed their respective tax subsidy
policies in an attempt to entice MNCs (UNCTAD 1991; OECD 1998; see, also,
Kebonang 2001). These changes in tax policy, although wasteful (as they simply
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confer a windfall on MNCs), demonstrate clearly the importance countries now
attach to FD I.

5.2.1 The Classical Theory in Context

In broad terms, classical theorists advance the claim that FDI and multinational
corporations (MNCs) contribute to the economic development of host countries
through a number of channels. These include the transfer of capital, advanced
technological equipment and skills (Gao 2005:158; Mody 2004:195; Asheghian
2004; Girma, Kneller and Pisu 2003; Kohpaiboon 2003:55; Hermes and Lensink
2003; Seid 2002:30; Keller 2001; Shibata 1991 :487; Balasubramanyam, Salisu
and Sapsford 1996:95; Hymer 1970:443), the improvement in the balance of
payments, the expansion of the tax base and foreign exchange earnings, the
creation of employment, infrastructural development and the integration of the
host economy into international markets (Li and Liu 2005:404; Janeba 2004:367;
Amiti and Wakelin 2003:102; Sornarajah 1994:39; Muchlinksi 1995:91). These
claims about FDI have been amplified by the phenomenal economic growth of the
newly industrialized countries, Hong Kong, Taiwan, Singapore and South Korea,
especially in the

1980s and early

1990s

(Muchlinski

1995 :99; Ulmer

1980:458)-and more recently by China's impressive economic growth (Cheung
and Lin 2004:30; UCTAD 2003:40; World Bank 2003:151).

With its emphases on the importance of FDI and limited state role, the classical
doctrine has been propagated in recent years by international institutions and
organizations like the United Nations (UN), the World Bank, the International
Monetary Fund (IMF) and the International Labor Organization. At its 2002
Monterrey Conference held in Mexico, the United Nations reiterated the
importance of FDI in this way:

Private international capital flows , particularly foreign
direct investment ... are a vital complement to national and
international
investment

development
contributes

efforts.

towards

Foreign

financing

direct

sustained

economic growth over the long term. It is especially
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important for its potential to transfer know ledge and
technology,
enhance

create jobs, boost overall productivity,

competitiveness

and

entrepreneurship,

and

ultimately eradicate poverty through economic growth
and development (UN 2002a: 5).

Likewise the World Bank has been unequivocal 1n its support of the classical
theory. It asserts that:
A greater flow of foreign direct investment brings
substantial benefits to bear on the world economy and on
the economies of developing countries in particular, in
terms of improving the long term efficiency of the host
country through greater competition, transfer of capital,
technology and managerial skills and enhancement of
market access and in tenns of the expansion

of

international trade (World Bank, Legal framework for the
Treatment of Foreign Investment Vol. 2, Guidelines,
1992).

Similarly, the 1977 International Labor Organization Tripartite Declaration of
Principles concerning Multinational Enterprises and Social Policy embraces the
claim that multinational enterprises play an important part in the economies of
most countries and in international economic relations. The Declaration
recognizes that through international direct investment and other means, such
enterprises can bring substantial benefits to home and host countries by
contributing to the more efficient utilization of capital, technology, and labor
(http: //www.ilo.org/public/english/standards/norm/sources/mne.htm). As a result,
as part of its objective the Declaration seeks to "encourage the positive
contribution which multinational enterprises can make to economic and social
progress and to minimize and resolve the difficulties to which their vanous
operations

may

give

rise"

(http: //www.ilo.org/public/english/standards/norm/sources/mne.htm).
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5.2.2 FDI and the Spillover Channels

According to proponents of the classical theory, the benefits from FDI are derived
through positive spillovers (see, for instance, Cheung and Lin 2004; Girma,
Kneller and Pisu 2003; Garg and Strobl 2002; Lensink and Morrissey 2001 ;
Markusen and Venables 1999; Aiten, Hanson and Harrison 1997). In this matrix,
MNCs are an important source of these spillovers. They provide information
relating to new technologies, new markets, new customers and management
techniques from which domestic firms benefit (Greenaway, Sousa and Wakelin
2001; Sousa, Greenaway and Wakelin 2000). This information spillover from
MNCs occurs through imitation, competition, linkages and/or training (Cheung
and Lin 2004; Hermes; Garg and Greenaway 2001; Lensink and Morrissey 2001;
Garg and Strobl 2002; Markusen and Venables 1999). By imitating the more
advanced technologies and managerial skills of MN Cs, and through the movement
of highly skilled staff from MNCs to domestic firms , local firms are forced to
catch up and become more productive (Garg and Strobl 2002; Lensink and
Morrissey 2001 :3; Aitken and Harrison 1999:605).
In addition, the entry of MNCs in local markets increases the level of competition
in the domestic market and encourages domestic firms to become more efficient
(Lensink and Morrissey 2001:3). Exposure to best practices and to greater
competition leads to improvements in productivity (Girma, Kneller and Pisu
2003:3). In instances where the MNC is export-oriented, domestic firms may
likewise be encouraged to be export oriented (Greenaway, Sousa and Wakelin
2001 ; Ai ten, Hanson and Harrison 1997: 128). Furthermore, through linkages with
indigenous suppliers MNCs sustain domestic firms by creating demand for
domestically produced intermediate goods (Garg and Strobl 2002; Lensink and
Morrissey 2001:3 ; Markusen and Venables 1999).

Positive spillovers from MNCs al o arise from the training provided to locals.
These benefits are in the form of improved human resource development, better
managerial abilities and improved industrial discipline and administrative
organization (Lensink and Morrissey 2001:3 ; Shibata 1991:487; Meier 1970). The
introduction of new technology may require that training be given to employees.
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For employers, be they MNCs or domestic firms, self-interest simply dictates that
they provide such training (Lensink and Morrissey 2001 :4).

5.2.3 FDI and the Uncertainty of Spillovers

Although the classical theory seems to paint an overwhelmingly positive picture
about the benefits that can be derived from FDI, empirical evidence on the subject
is mixed. Some studies have found a positive spillover effect, some no effect and
others a negative spillover effect (see, for instance, Gorg and Strobl 2002; Gorg
and Greenaway 2001; Markusen and Venables 1999; Aitken and Harrison 1999;
Aiten, Hanson and Harrison 1997; Killick 1973). What in fact emerges from a
reading of the literature is that for every argument in favor or against FDI, there is
also a counter argument. For instance, whilst Todaro ( 19 89: 4 7 5) finds that FD I
helps in accumulating foreign exchange and hence contributes to the country's
balance of payment, Sharan (1978) observed that between the period 1964-1971 ,
FDI had a negative impact on India' s balance of payment.

A study carried out by the Research and Information System (RIS) for the nonaligned and other developing countries based in India has found the evidence of
the effect of FDI on domestic investments to be mixed (OECD 2002: 4). Taking a
sample of 98 Asian countries covering 1980-98, the study found that in India, Fiji,
Papua New Guinea, Philippines and Singapore, FDI crowded out domestic
investment. But in Pakistan, China, Indonesia, Malaysia and Turkey FDI flows
appeared not to have any effect on domestic investment. In Bangladesh, Korea,
Nepal, Sri Lanka and Thailand, FDI was noted to have a positive effect by
bringing in domestic investment (OECD 2002:4).

In Sierra Leone, Killick (1973 :303-7) found that apart from creating limited
employment opportunities in the mining sector, FDI had weak linkages with the
rest of the national economy. Not only was the income from the mining sector not
reinvested but thanks also to its capital intensive nature there were very few or no
spillovers at all into the national economy (Killick 1993: 3 07; Dimowo and Edo
2002: 445).
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Despite the general contribution to employment, MNCs, particularly when they
are capital rather than labor intensive, can aggravate the problem of
unemployment. Such MNCs increase demand for skilled labor and drive up wage
rates. In the process they crowd out domestic firms which cannot afford to
compete for such skilled labor (Lipsey and Sjoholm 2004:422; Garg and
Greenaway 2001; and Barry 2001). Feenstra and Hanson (1997:391) note, for
instance, that between 1975 and 1988, the entry of FDI in Mexico led to a wage
increase and demand for skilled labor and a decline in the employment of
unskilled labor. Similarly, a study by Ohiorhenuan (1983: 164) found that in
Nigeria, not only did MNCs import inappropriate technology but they also
exacerbated the problem of unemployment because unlike the relatively labor
intensive local firms, they were more technology driven and therefore required
less labor.

A number of scholars, among them Li and Liu 2005; Le 2004; Nunnenkamp 2004;
Alfaro

2003 ;

Seid

2002;

Borensztein,

De

Gregorio

and

Lee

1998;

Balasubramanyam, Salisu and Sapsford 1996; Kahan and Reinhart 1990 and
Hirschman 1958, in acknowledging the importance of FDI and its welfare
contribution to the host economy, share the view that the benefits derived from
FDI depend on the existence of a number of factors. These factors range from the
econo1nic policies pursued by the host state, the sectors in which investment is
made, the political risks present, availability of effective institutions and the
presence of developed financial n1arkets, to the stock of human capital availability.
These factors constitute what is called the "absorptive capacity" of a host country.

Borensztein, De Gregorio and Lee (1998: 117) argue, for instance, that whilst FDI
contributes to economic growth in larger measure than domestic investment, the
absence of or low levels of human capital may undermine that contribution. They
maintain that FDI contribution to economic growth is greatly enhanced by its
interaction with the level of human capital in the host country. This is because the
application of advanced technology requires the presence of a sufficient level of
human capital, without which the absorptive capability of the host country is
greatly reduced. They conclude that FDI enhances growth only in countries with a
sufficiently qualified labor force (see, also, Xu 2000; Li and Liu 2005).
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Meanwhile, Le (2004:589) finds that private investment will lead to economic
growth and prosperity provided that there are stable socio-political institutions,
certainty in macroeconomic policies and flexibility in the financial market. He
identifies three types of political risk that may adversely impact private
investment, namely socio-political instability, regime change instability and policy
uncertainty. He argues that in order to provide a sound environment to attract and
maintain a stable flow of private investment in the economy, govermnents should
be able to design and implement consistent policies that deal with these types of
political risks.

The view that the growth impact of FDI depends on the characteristics of the
country in which FDI takes place is now widespread. According to Nunnenkamp
(2004:673), benefits derived from FDI depend on whether the host country
environment is conducive to the overall investment, economic spillovers and
income growth. Unless there are developed local markets and institutions,
investment-friendly

policies

and

administrative

framework,

as

well

as

complementary factors of production, there will be modest gains derived from FDI
(Nunnenka1np 2004:673; see, also, Khan and Reinhart 1990:25).

In parity, Balasubramanyam, Salisu and Sapsford (1996:95) argue that the
usefulness of FDI in promoting econo1nic growth depends on the economic
policies being pursued by the host country. Balasubramanyam et al. (1996) take
the view that openness to trade is central in harnessing the positive growth effect
of FDI.

They identify two types of trade policies that have a bearing on the

effectiveness of FDI in promoting economic growth. These are the Import
Substitution (IS) and the Export Promotion (EP) policies. According to
Balasubramanayam· et al, an IS policy is unlikely to promote FDI or provide an
economic climate conducive to the efficient operations of foreign firms , as such
policies restrict competition from both domestic and foreign sources. However, EP
policies, with their emphasis on the neutrality of policy, the free play of market
forces and competition, provide an ideal climate for the exploitation of the
potential of FDI to promote growth (Balasubramanayam et al 1996:96; see, also,
Gorg and Greeanway 2001; Miller and Upadhyay 2000).
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Hermes and Lensink (2003: 142) on the other hand suggest that the impact of FDI
on the economic growth of the host state depends on the existence of a viable
financial system. They see a developed financial system as a prerequisite for FDI
to have positive spillovers. According to them, a developed financial system not
only enhances the efficient allocation of resources but also improves the
absorptive capacity of the host country with respect to FDI inflows (Hermes and
Lensink 2003: 143; see, also, Alfaro, Chanda, Ozcan and Sayek 2004 ).

Equally, the sector in which invest1nent is made influences the types of gains
obtained from FDI. The oft-cited benefits of FDI such as technology and
managerial skill transfer are usually more pronounced in the manufacturing rather
than in primary sectors of the economy such as agriculture and mining (Alfaro
2003; Hirschman 1958). The absence of linkages in the primary sectors with the
rest of the economy li1nits the contribution that FDI can make to economic
growth. According to Hirschman (1958:110), "the grudge against what has
become known as the 'enclave' type of development is due to this ability of
primary products from mines, wells, and plantations to slip out of a country
without leaving much of a trace in the rest of the economy". This absence of
linkages from investments in the mining and agricultural sectors has been
confirmed by Alfaro (2003). In his study Alfaro (2003) finds that FDI in the
primary sector tends to have a negative effect on growth but, a positive growth
effect in the manufacturing sector and somewhat ambiguous effect in the service
sector. These findings correlate with the 2001 UNCT AD World Investment Report
which states that, "in the primary sector the scope for linkages between foreign
affiliates and local suppliers is often limited. Production processes tend to be
continuous and capital intensive ... [whereas] the manufacturing sector has a broad
range of linkage-intensive activities" (UNCTAD 2001 b: 13 8-39).

Finally, the type of FDI made also determines what benefits are derived from it.
Maswood (2000:217) makes a distinction between two types of FDI: speculative
and productive foreign investment. He asserts that speculative FDI, which is often
accompanied by short-term capital flows , can undermine national monetary and
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economic objectives and be harmful to the economy as a whole. Productive FDI is
different in that it normally represents a long-term commitment to the host
economy (Maswood 2000:217; see also Ulmer 1980:462). Between these two
types of FDI, speculative investment needs to be subjected to more regulation if
potential harm to the economy is to be avoided. Likewise, both MacMillan
(2003 :287) and Seid (2002: 125-27) argue that FDI, being by its very nature profitdriven, may pay a scant regard to labor, consumer or environment concerns in the
host country. For this reason, they contend that FDI must be regulated if optimum
results are to be obtained from it. According to Seid (2002: 116), unrestricted FDI
entry into the host market is not desirable as it restricts the host country's ability to
determine the level and type of FDI suitable for it.

5.3 The Dependency Theory
Despite the centrality of FDI to NEPAD, enthusiasm about FDI is not widespread.
As some of my key informants commented:

It beats me that we are so obssesed about foreign

investment. Why can we not promote our local industries?
At least that way, we can retain the profits within our
countries. Why do we have to give American and British
companies

large

stakes

in

mining

our

industries?

(Interview with AU Official 27/01 /04.)

In Africa, we have simply been able to attract FDI which
is exploitative and none that is really committed to the
continent. We have attracted what one can call fly-bynight investors. With the barest of investments, these are
investors

who

extract the

most

concessions

from

governments, get tax exemptions and have their entire
operations

funded

by

host

governments.

Once

government funds are paid into their accounts, the
business suddenly collapses. Unpaid employees come to
work only to find locked business premises, empty
warehouses and the investor having fled the country.
(Interview with SADC official 3/12/03 .)
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The above views, which implicitly suggest that FDI is exploitative, find sympathy
in the depedency theory of FDI. The intellectual genesis of this theory emerged
from the convergence of two major intellectual trends: one with its background in
the Marxist tradition (which in turn contained several theoretical orientations such
as classical Marxism, Marxism-Leninism, and Neo-Marxism) and the other rooted
in the Latin American Structuralist discussion on development (Seid 2002: 17;
Wilhelms and Witter 1998:8; Hettne 1995:88; Evans 1979:26; Palma 1978:882;
Lall 1975:795). Drawing from the experience of Latin American countries,
proponents of this theory argue that relations of free trade and foreign investment
with the industrialized countries are the main causes of underdevelopment and
exploitation of developing economies (Wilhelms and Witter 1998:8; Dos Santos
1975).

In large measure, the dependency theory focuses on the relationship between the
center and periphery. Well-developed and industrialized countries are deemed to
constitute the center and the least developed countries the periphery. In this
regard, FDI is seen as a conduit through which the center exploits the periphery
and perpetuates the latter's state of underdevelopment and dependence. Instead of
promoting

economic development, the argument goes, foreign investment

strangulates such development and perpetuates the domination of the weaker
states by keeping them in a position of permanent and constant dependence on the
economies of the developed states (Sornarajah 1994:43). MNCs are accused of
being "imperialist predators' that exploit developing countries and exacerbate their
underdevelopment (Alfaro 2003). These views are largely informed by the fact
that multinationals have often been involved in the exploitation of natural
resources with no corresponding benefits for host economies (UNCT AD 1999a).
The depedency theory is therefore very much a reaction against this "extractive
nature" of FDI.

Under the dependency theory FDI is considered to promote dependence and
underdevelopment through its promotion of specialization in production and
exports of primary products; increased reliance by least developed countries
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(LDCs) on foreign products and capital intensive technology; diffusion of western
values and elite consumption; acute growth inequality in income distribution and
rising unemployment and destruction of indigenous production capacity
(Biersteker 1987; Lall 1975; Gorg and Greenaway 2000; Gorg and Strobl 2002;
Girma and Wakelin 2000; Markusen and Venable 1999; Aitken and Harrison
1999; Areskong 1975). The crowding-out or displacement of indigenous
production necessarily eliminates the development of the national entrepreneurial
class and hence "excludes the possibility of self-sustained national development"
(Biersteker 1978:7). This dependency is also worsened by the remittance or
repatriation of profit, royalties, interest payments, declining reinvestment and lack
of local economic spin-off (Dos Santos 1970 :23 3; Rojas 2002).

The remittance of profits and royalties by MNCs from developing countries
amounts to a significant transfer of net economic surplus to the industrialized
economies and a 'decapitalization' of the host economy (Rojas 2002; Dos Santos
1970; Biersteker 1978). Such surplus transfers reduce funds available for domestic
investment in the less developed countries (Rojas 2002). As a result developing
countries are compelled to seek new forms of foreign financing-be it in the form
of aid or loans-to finance their development or cover existing deficits. In the
process they create a perpetual state of dependency (Dos Santos 1970:233).
Dependence in this context is seen as:

A situation in which the economy of certain countries is
conditioned by the development and expansion of another
economy to which the former is subjected. The relation of
interdependence between two or more economies, and
between these and world trade, assumes the form of
dependence when some countries (the dominant ones) can
expand and can be self-sustaining, while other countries
(the dependent ones) can do this only as a reflection of
that expansion, which can have either a positive or a
negative effect on their immediate development (Dos
Santos 1970:231).
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As noted ealier, the exploitation and marginalization of the periphery is not helped
by its usual heavy reliance on the export of primary products to these developed
states. As Evans (1979:26) states:

While the income from these few products is absolutely
central to the process of accumulation in the dependent
country, for the center each product represents only a tiny
fraction of total imports, and can usually be obtained from
several different sources.

The development of the

dependent country, however, requires the continued

acceptance of its products in the center. · Therefor e,
economic fluctuations in the center may have severe
negative consequences for the periphery, whereas an
economic crisis in the periphery offers no real threat of
accumulation in the center (emphasis added).

Accordingly,

the

underdevelopment

dependency
requires

theorists

closing

contend

developing

that

countries

the
to

solution

to

international

investment and trade (Wilhelm and Witter 1998:8). In fact, Tandon (2002)
unequivocally states that FDI has been falsely marketed to the developing
countries as a solution to their underdevelopment . He contends that there is no
correlation between FDI and growth, or between growth and development. In his
view, developing countries must reject FDI because "FDI is really a bundle of
assets in the service of [MN Cs] in their perpetual quest for profits, markets and
sources of raw material [and] a means for foreign owners to acquire assets in the
host country" . Because of this perceived exploitative nature of FDI, the
dependency and underdevelopment it engenders, proponents of the dependency
theory are in unison in calling for the adoption of state policies that are
deliberately discriminative of FDI in order to foster the development of local
industries and promote self-reliance (see Tandon 2002; Wilhelms and Witter
1998:8 ; Blu1nenfeld 1991:63). Only by this means, so they contend, can
developing countries or governments acquire the autonomy and freedom to
achieve structural changes and economic diversification free from constraints on
their development (Blumenfeld 1991 :63).
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5.3.1 The Decline of the Dependency Theory

Despite its near reverence especially in the 1960s and 70s, the theoretical
dominance of the dependency theory over state policies has become limited. More
countries are now competing for FDI to stimulate economic growth and
development. Governments which were once hostile to foreign investors are now
actively seeking and competing for them (Girma, Kneller and Pisu 2003;
Blomstrom and Kokko 2003). Laws and regulations that are investor friendly have
proliferated. Between 1991 and 2001, for instance, a total of 1,393 regulatory
changes were introduced in national FDI regimes, of which 1,315 (or 95 percent)
were in the direction of creating a more favorable environment for FDI (World
Bank 2003:122). As noted in Chapter 1, of the 248 regulatory changes that took
place in 70 countries in 2002, 236 were favorable to foreign investors (UNCT AD
2003a: 11 ). Countries, such as Ghana, that once experimented with the dependency
theory have achieved neither prosperity or greater economic independence. Rather
they have experienced much poverty, misery and greater dependence on
international aid and charity (Ahiakpor 1985 :546).

5.4 The Intervention/Integration/Middle Path Theory

The intervention or integrative school attempts to analyze FDI from the
perspective of the host country as well as that of the investor. It incorporates
arguments from both the classical and dependency theorists. The theory posits that
foreign investment must be protected but only to the extent of the benefits it brings
the host state and the extent to which foreign investors have behaved as good
corporate citizens in promoting the economic and social objectives of the host
country (Sornarajah 1994:49). The theory calls for a mixture of intervention
(regulation) and openness in dealing with foreign investment and cautions against
too much openness and too much regulation or intervention (Seid 2002: 23). The
theory recognizes that there are instances where the market is better placed to act
and other instances where government intervention is necessary. What is needed
therefore is a balancing act between those activities that can best be handled by the
market and those that can be done by the government.
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In many ways, the middle path/integration theory represents a convergence
between Adam Smith's case in favor of a laissez-faire approach and Keynes'
argument in favor of government intervention in the market. Whilst Adam Smith
in his Wealth of the Nations believed that except for intervention in providing
public works and institutions, the role of the state in the market must be minimized
(Hollander 1972:256; Ginzberg 1934:22; Viner 1928:138), Keynes, who was
greatly influenced by the effects of the US Great Depression of the 193 Os, strongly
believed that government participation in the market was crucial to stimulate the
economy.

The notion that governments and markets are complements and not substitutes
stands in stark contrast to earlier views which held the position that the existence
of one required the diminution of the other. In the 1950s and 1960s, the state in
many developing countries was the primary player in economic matters (Rodrik
1997 :412). Following the debt crisis of the 1980s, major reforms were introduced
which sought to limit and confine the role of government to the provision of
public goods such as securing property rights, maintaining macroeconomic
stability and providing education and the necessary infrastructure (Rodrik
1997:412; Whiteley 1986:175). This idea of a limited government role in the
market, often dubbed the "Washington Consensus", was and has been actively
promoted by the World Bank and IMF.

The term "Washington Consensus", coined originally in 1990 by John Williamson
to describe a set of market reforms that Latin American economies could adopt to
attract private capital following the debt crisis of the 1980s, called for reforms in
at least ten key areas (Clift 2003:9; Williamson 2000:251). These areas were fiscal
discipline, tax reform, interest rate liberalization, a competitive exchange rate,
trade liberalization, a reduction of public expenditure, liberalization of inflows of
foreign direct investment, privatization, deregulation and secure property rights
(Maxwell 2005; Williamson 2000:252-53 ; Clift 2003:9). In essence, these reforms
require the state, beyond its provision of the necessary market institutions, to play
a minimal role in the market. Although initially targeted at Latin American
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countries, these reforms have become a common prescription that is advanced by
the World Bank/IMF for developing countries.

Ironically, even as it acknowledged the complementary roles between the state and
markets in promoting economic growth, the World Bank maintained in its 1991
Development Report that state interventions even when market-friendly should be
reluctantly pursued. Markets were to be allowed to work unless it was
demonstrably better for government to step in (World Bank 1991:5). Although
important, the state's role in economic development in this 'market-friendly'
approach is to be limited to providing social, legal and economic infrastructure
and to creating a suitable climate for private enterprise (Singh 1994: 1812). This
"market-friendly" approach, which requires a limited government role has been
found wanting following the East Asian economic success or miracle.
'

In its 1993 Report, the World Bank acknowledged that the economic success of
East Asian countries, particularly Hong Kong, South Korea, Singapore and
Taiwan, came not simply because these countries had the basics right (stable
macro-economic policy, high savings rates and investment rates, physical and
human capital, economies that were export oriented, and the use of incentives and
application of selective import barriers) but because in most of these economies
the government intervened systematically and through many channels to foster
development and in some cases to develop specific industries (World Bank 1993 ;
Rodrik 1997:413; Singh 1994:1811; Harris and Schmitt 2001 :294; Rueschemeyer
and Putterman 1992:253; Selden 1992:171).

The East Asian miracle has led Haggard and Kaufman (1992:222) to argue that
what the Asian success demonstrates is that market institutions and state power are
not inversely related: "the expansion of the first does not require a diminution of
the second" . In more recent studies, Liew (2005: 332) shows that China's rapid
economic growth has resulted not from less state control or rapid or "big-bang"
liberalization approaches often prescribed by the IMF /World Bank but from
intense state intervention and ownership of enterprises.
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It would appear that the current intellectual debate about markets and governments

no longer revolves around whether the existence and success of one requires the
exclusion of the other. There seems to be a meeting of the minds, with advocates
from both sides of the debate recognizing that the two complement each other. In
discussing the role of the state vis-a-vis the market, Dixit (1996) argues:

One must accept that markets and government are both
imperfect systems; that both are unavoidable features of
reality; that the operation of each is powerfully influenced
by the existence of the other; and that both are processes
unfolding in real time, whose evolution is dependent on
history and buffeted by surprise (quoted in Rodrik
1997:414).

Likewise, Rodrik (1997 :414) 1n contributing to the debate between 'markets
versus government', contends:

Once one recognizes that governments cannot be wished
away, and that they necessarily operate under multiple
political pressures in an environment of incomplete
information, the traditional dichotomy of governments
versus markets makes a lot less sense. And a simpleminded advocacy of laissez-faire, even if one were to
view it as some sort of an ideal, becomes in-elevant.

What is now clear from the debates is that although the market accomplishes a
number of things critical for economic efficiency, such as co-ordinating the
activities of a 1nultitude of economic units, there are certain shortcomings that
cannot be addressed by the market. As Reusch em eyer and Putterman ( 1992: 25 8)
and Bruton (1992: 102) argue, "markets and competitive markets in particular, are
not the natural outgrowth of civil societies undisturbed by state intervention ... in
fact, efficient markets require strong state action". The need for a complementary
role between the market and state has been amply demonstrated in recent years by
the failure of Russia's market refonns. The transition of Russia's economy from a
command to a free market economy failed as a result of the general neglect of the
role the state and the consequent lack of attention to the building of institutions
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necessary for supporting the market-oriented reforms which were being
undertaken at the time (Stiglitz 1999: 579; Herrera 1999).

Markets failures

notwithstanding,

government interventions may also be

inefficient. As Whiteley (1986: 174) remarks, a state can intervene in the economy
to make things worse; it can protect 'sunset' industries rather than 'sunrise'
industries; it can give monopolistic privileges to support groups and it can invest
in the wrong areas. Where state capacity is weak, state intervention can do more
harm than good (World Bank 1997). A study by Papanek (1992:156) found, for
instance, that excessive state intervention in the economies of India, Pakistan, Sri
Lanka and Bangladesh deterred economic growth and development in these
countries.

5.5 NEP AD and the Lessons from the FDI Theories

What are the lessons that NEP AD can draw from the above theories of FDI? First,
the classical theory which informs NEPAD's position on FDI requires that there
must be mini1nal government intervention. But as the dependency theory shows,
unless properly regulated, FDI can worsen the problem of under development,
through the crowding out of domestic firms and repatriation of profits. As Ulmer
(1980:462) points out:

It

would

be

ridiculously

na'ive

to

suppose

that

multinationals are at all times and in all places an
unqualified force for the good. They are simply business
institutions, which is to say cold and generally implacable
seekers of profit. In any paiiicular case, strictly business
operations may or may not be fully compatible with the
public welfare.

The challenge for NEP AD is therefore to ensure the proper regulation of FDI. This
requires that there must be no unlimited right of entry for FDI. Rather, investors
must be screened so that only genuine ones are welcomed. This will ensure that
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the kind of investment that is allowed in, is one that can complement the
developmental objectives of host states. As one official at CO MESA pointed out
to me:

We must be careful about the kind of FDI we want. FDI
should not be at the expense of our local industries. We
should be able to be selective as to who we admit and
who we reject. (Interview 23/1/2004.)

Apart from the need to regulate FDI, what is also clear is that FDI can contribute
to economic growth through capital flows, technology transfer, and employment
creation. These benefits are not, however, automatic. As Kokko (2002) points out,
"there is strong evidence pointing to the potential for significant spillover benefits
from FDI, but also ample evidence indicating that spillovers do not occur
automatically" (quoted in Nunnenkamp 2004:668). The benefits derived from FDI
depend on the sector in which investment is made and on the level of economic
development of the host country. Investment in the primary sector has fewer
positive spillovers than invest1nent in the manufacturing sector. For NEP AD, this
calls for promoting investment that will enahance the growth of the secondary
industries. In this way, real employment, technological and infrastructural benefits
can be experienced.

As will be noted in Chapters 6 and 7, much of the foreign investment coming to
Africa is primarly geared towards Africa's primary sector. This kind of investment
has led not only to what is called the 'resource curse' but has also promoted poor
leadership and entrenched neo-patrimonial practices. Additionally, as the
dependency theory shows, reliance on the primary sector has rendered states
dependent on such a sector vunerable to fluctuating demands and unfavorable
trade terms. As a result, the development of countries that rely on the production
of primary commodities is inextricably influenced by the specific demands of
countries that import these primary products. Countries that only rely on a limited
number of commodities for their economic existence tend not to diversify. A
familiar pattern of commodity-dependence is institutionalized.
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As a means of achieving economic independence, the depedency theory calls for
the promotion and protection of domestic industries against FDI. This import
substitution strategy has been discredited and no longer offers a viable alternative
to development. Although a case can be made for protecting infant industries, this
must not be at the expense of shutting out foreign investors. In fact, countries that
have experimented with the import substitution strategy have achieved neither
economic prosperity nor development. Empirical evidence attests to the fact that
countries that are open to foreign investment grow faster than those closed to it.
Being open to FDI does not mean that it should not be regulated. For NEPAD, this
calls for a rethink of its classical or neo-liberal stance. Active state participation
will be necessary to guard against harmful corporate practices and to ensure that
FDI contributes to identified state development objectives.

Between the positions advanced by the classical and dependency theories, the
middle path theory takes an accommodating position. It recognizes that states and
markets cannot do without each other. They are complements, "each providing a
check on and facilitating the functioning of the other" (Stiglitz 1999:579). How
and where the state or market should intervene is a matter to be assessed on a case
by case basis.

5.6 Conclusion

As we have seen, the empirical evidence on the impact of FDI is mixed. However,
the existence of conflicting empirical evidence on the impact of FDI does not
imply that there are no benefits to be derived from FDI. What the evidence points
to is in fact that the benefits derived from FDI are dependent on the existence or
absence of certain factors. These include skilled labor, developed financial
markets and institutions, conducive government policies and the level of economic
development. Nonetheless, as much as FDI can be a source of good, it can also be
a source of economic harm. FDI may contribute to underdevelopment if the profits
from FDI are not reinvested in the host country. Some types of FDI may add to
environmental degradation. FDI may also contribute to poor leadership (a point
discussed more fully in Chapter 6 and 7). The challenge for NEPAD is to attract
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the kind of investment that will contribute positively to the host country' s
economic development. This means that NEP AD must develop a monitoring
mechanism by which it can screen and monitor all FDI coming to Africa to ensure
that only genuine investors are assisted and welcomed. There should be no
umestricted entry of FDI. Unless FDI is aligned with the development objectives
of host countries, there will be no added value in having FDI. However, when all
things are considered, when regard is had to Africa's level of underdevelopment,
the reliance by NEP AD on FDI is a pragmatic one. Given this centrality of FDI to
NEPAD, the next chapter looks at the history of FDI in Africa.
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CHAPTER6
NEPAD AND AFRICA'S EXPERIENCE WITH FOREIGN DIRECT
INVESTMENT

"Whilst we have succeeded in removing barriers to trade and
undertaken reforms that are pro-investors, we have not been
able to attract a sufficiently large amount of FDI. The
reasons for this are manifold. They range from poor
infrastructure, the high costs of doing business, political
instability, corruption and our poor economies. Even
countries that have all the basics right, the levels of FDI are
still low". (COMESA Official. Interview 22/1 /2004.)

6.1 Introduction

Given the centrality of foreign direct investment (FDI) to NEP AD, what has been
Africa's experience with FDI? In considering this question, this chapter sets the
scene by looking at the history of FDI inflows into Africa. It then evaluates
attempts that have been undertaken by African countries to improve FDI inflows.
These attempts are evaluated against the eclectic theory on FDI that has been put
forward by Dunning, in an attempt to explain what influences FDI inflows. The
chapter will also discuss the paradox of FDI in Africa-that large FDI inflows in
Africa have not necessarily set countries on a path of sustainable development and
poverty reduction. Principally, this chapter focuses on Africa's experience with
FDI rather than on theories of FDI.

6.2 FDI Inflows into Africa

Although there are several definitions of foreign direct investment (FDI) (see, for
instance, MacMillan 2003:283; Dimowo and Edo 2002:443 ; Trent 2002:218 ;
Mello 1997:4; OECD 1999:7), FDI is generally defined as the transfer of
resources across countries. This transfer of resources can take the form of either a
direct or indirect (portfolio) investment (Dimowo and Edo 2002:444). Direct
investment aims at acquiring a lasting interest and effective control in the
management of an enterprise in one country by individuals/businesses from
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another country (Duce and Esparia 2003; Trent 2002:218; OECD 1999:7). This
"lasting interest" implies the existence of a long-term relationship between the
direct investor and the enterprise and a significant degree of influence on the
management of the enterprise (Duce and Esparia 2003; Trent 2002:218; OECD
1999:7). On the other hand, portfolio investment, which relates to the purchase of
foreign stock, bonds and other securities, is undertaken solely for purposes of
dividends, capital gains and income (Dimowo and Edo 2002: 444). In contrast to
direct investment, foreign portfolio investment is usually a short-term investment
with investors typically having no controlling interest in the investment. In a
sense, it is the management dimension that disinguishes direct investment from
portfolio investment (Trent 2002:218).

In the context ofNEPAD, FDI is defined largely as direct investment. However, in
spite of the emphasis on FDI, Africa's average share of the global stock of FDI
has been disappointingly low. As reflected in Table 6.1 below, the continent's
share of the global stock of FDI currently stands at a paltry 2.3 percent of
worldwide inflows compared to 9.6 percent for Latin America and the Caribbean
and 20 percent for Asia (Basu and Srinivasan 2002:1; UNCTAD 2002a:3;
2001 a:20). Despite annual increases in FDI inflows, Africa has remained the least
attractive destination to FDI.

Apart from a decline in 2002, the stock of FD I inflows to the continent although
low on a global scale have generally been significant in terms of investment in
Africa. These inflows rose from an annual average of US$1.9 billion in 1983-87 to
US$3.1 billion in 1988-1992 and to US$6.0 billion in 1993-1997 (UNCTAD
1999b:2). In 2001, these inflows stood at US$19 billion (largely as a result of two
cross-border merge.rs and acquisitions in South Africa and Morocco), before
falling to US$11 billion in 2002 (UNCTAD 2003a:33). However, the decline in
FDI inflows in 2002 was not only felt by Africa. In Asia-Pacific, FDI inflows also
fell from US$107 billion in 2001 to US$95 billion in 2002 and in Latin America
and the Caribbean FDI inflows declined from US$84 billion to US$56 billion in
2002. The only exception during this time was Eastern Europe, which witnessed
an increased inflow of US$29 billion compared with the previous inflow of US$25
billion in 2001 (UNCTAD 2003a:xiv). In 2003, FDI inflows to Africa
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substantially increased by 28 percent to US$15 billion mainly as a result of
privatization initiatives by Morocco (UNCTAD 2004a: 11 ). Whilst the increases in
the stock of FDI inflows to Africa may appear impressive, they pale in comparison
to inflows to Asia and Latin America. In other words Africa has been a relative
loser. As Table 6.1 below shows, despite increases in the volume of FDI to Africa,
the continent's share of global stock of FDI remains at 2.3 percent.

Table 6.1 Share of Global Stock in FDI, in Percentage, 1980-2000
1980 1985 1990 1995 1999

3.8

2 .6

2.6

Africa

5.3

Latin America and the Caribbean

8.1

8.9

6.2

6.9

28.1

27 .0

17.4

19.8

Asia

2.7

10.0

2000

2 .3

9.6

21.5 20.0

Source: Table adapted from Basu and Srinivasan (2002:5) with slight modifications

Although Africa lags behind Asia and Latin America in terms of FDI inflows, the
continent was at some point, mostly in the earlier part of the 1970s, the largest
recipient of FDI. Unfortunately, these investment booms were not sustained
because countries failed to accumulate sufficient domestic savings to generate
long-term sustainable growth (Akyuz and Gore 2001: 267; UNCTAD 200la:l l).
As a result, many African countries now rely on external financing (such as aid,
credit and official grants) to pursue their developmental objectives and to
supplement their domestic savings (UNCTAD 2001 a: 12). By contrast, investment
booms in Asia were accompanied by a rapid and indeed faster increase in
domestic savings. By successfully accumulating savings, Asia has had minimal
reliance on the transfer of resources from abroad (Akyuz and Gore 2001: 269).
More recently, with the collapse of communism and the enlargement of the EU to
accommodate former communist states, Eastern Europe has also surpassed Africa
as an ideal FDI destination (UNCTAD 2003a: 59; World Bank 2000 : 237).
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6.3 Africa's Attempts at Attracting FDI

In an effort to attract more FDI, a number of African countries have over the years
undertaken reforms geared primarily at improving their business environment.
These reforms have included changes in the legislative and regulatory framework
governing investment; the elimination of price controls on a number of products
and inputs; the liberalization of producer markets in some cases; the privatization
of state-owned enterprises; financial sector reforms; the liberalization of foreign
exchange markets; the establishment of export promotion agencies and the
establishment or review of investment codes (Economic Commission for Africa
1997; UNCTAD 1998; 1999b; 2003a; 2004b; Basu and Srinivasan 2002:15).

Trade liberalization reforms which have involved opening up domestic markets to
foreign goods and competition, have been at the center of most reforms in many
African countries. The main argument in favor of trade liberalization reforms has
been that such reforms are crucial in the expansion of the size of markets, in
enhancing economies of scale and production efficiency and in facilitating rapid
industralization (Charlton and Stiglitz 2005 :296; Dodzin and Vamvakidis
2004:322; George and Kirkpatrick 2004:441 ). These liberalization reforms mark a
departure from the "tariff jumping" hypothesis which asserted that trade
restrictions stimulated investments by encouraging MNCs to invest in countries
where it was difficult to export their products (Asiedu 2002: 111 ; Nunnenkamp and
Spatz 2002:2; Sachs and Warner 1997:358). It also represents a move away from
import-substitution policies which aimed at developing domestic manufacturing
capability by restricting both the number of imported goods and imposing tariff
and non-tariff barriers to trade (Rodrik 1996:12).

Dornbusch (1992:69-70) argues that there are at least four reasons that have given
impetus to trade liberalization reforms. These are: a) the need to limit the role of
the state. Under this "anti-state" view, the state is regarded not so much as playing
a beneficial role in the market but rather as overly intrusive because of its attempt
to regulate every market activity; b) poor economic performances, which have
occurred partly as a result of the failure of macroeconomic policies and an adverse
external environment, resulting in massive debt crises and hyperinflation; c)
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advancements in information technology which have made information instantly
available and exposed citizens worldwide to opportunities available in other
countries; and d) pressures from the World Bank/IMF which have made trade
liberalization a central condition of their lending.

Undoubtedly, the opening up of markets has had far-reaching implications for the
role of the state in the economy. No longer is the state seen as the dominant player
in the market. According to Picciotto (1998 :73 7), whilst liberalization may have
initially been limited to the removal or reduction of national barriers to the flows
of commodities and capital, the opening up of markets to increased competition
has involved the ending of direct state intervention, whether by ownership,
structural controls, or informal support of cartels and entry restrictions.

Despite the trade liberation efforts by many African countries and the pursuit of
market friendly policies, there have been limited FDI inflows. The failure by
MNCs to react to these reforms could be explained by a number of factors. First,
many reforms have been donor driven. Being externally imposed therefore, they
have lacked a domestic constituency to sustain them. Second, some reforms have
either been inchoate or ad hoc (Asiedu 2002:115; Morisset 2000:2; World Bank
1994; Rodrik 1992). As a result, foreign investors have been less convinced about
the credibility and sustainability of the reforms, seeing them as transitory and
subject to reversal.

Reversal is considered to be more likely because once an investment is made,
there is a shift in bargaining power in favor of the host state (Janeba 2004: 384).
But for investors, once an investment is made, especially one which involves
physical infrastructure, such an investment cannot be fully withdrawn. Any loss
associated with the withdrawal of the investment is borne by the investor. Hence,
the lack of credibility, the change in bargaining power and the failure to protect
and enforce property rights have tended to dissuade investors from making longterm commitments in Africa. In addition, as many of the reforms have been
introduced as part of the aid conditionality, there is a perception that such reforms
would be abandoned once aid ends. This uncertainty surrounding the sustainability
and credibility of reforms has led investors to either withhold making long-term
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investments or shift their investments to other regions (Rodrik 1991 :230;
Aizenman 1992:163).

6.4 Bilateral Investment Treaties and Unfulfilled Promises

Apart from trade liberalization, many African countries have concluded as shown
in Table 6.2 below, a series of Bilateral Investment Treaties (BITs) in an attempt
to improve their FDI inflows (ECA 1997:31; UNCTAD 2003a:36). By 2003, the
number of African countries that had concluded BITs stood at 3 5 countries
(UNCT AD 2004b:42). Besides these BITs, 41 African countries had by 1998
signed the Convention establishing the Multilateral Investment Guarantee Agency
(MIGA). As of June 2004, the number of signatories had increased to 46 countries
(UNCTAD 2004b: 45). Forty two had signed the Convention on the Settlement of
Investment Dispute between States and Nationals of other states and 40 had
adopted the Paris Convention for the Protection of Industrial Property (UNCT AD
1998: 173).
Table 6.2. The number of Bilateral Investment Agreements concluded by Individual African
Countries with Developed Countries as at 1st January 1999
Country

France

Gem1any

United

United

Kin gdom

States

Japan

Algeria

I

I

0

0

0

Ango la

0

0

0

0

0

Benin

0

I

I

0

0

Cameroon

0

I

I

I

0

Cape Verde

0

I

0

0

0

Congo

1

1

1

1

0

DRC

I

1

0

1

0

Cote d' Ivo ire

0

I

1

0

0

Egypt

1

I

I

I

I

Equ atori al

1

0

0

0

0

Ghan a

0

I

l

0

0

Liberi a

1

1

0

0

0

0

0

0

0

0

Mauritius

1

l

I

0

0

Morocco

2

1

I

I

0

Mozambique

0

0

0

0

0

Namibia

0

I

0

0

0

Nigeria

I

0

1

0

0

Guinea

Libyan

Arab

Jamah iri ya

131

Senegal

1

I

1

1

0

Sierra Leone

0

I

1

0

0

Somalia

0

1

0

0

0

South Africa

1

1

1

0

0

Sudan

I

1

0

0

0

Tuni sia

2

I

I

I

0

Uganda

0

I

0

0

0

Zimbabwe

0

I

I

0

0

The table has been adapted from the UNCTAD website with slight modifications
(http://www.ipanet.net/unctad/7annextables. htm)

Although Table 6.2 provides an indication of the number of African countries that
have concluded BITs, what is remarkable is that · countries such as Angola,
Equatorial Guinea, and Libya, which have not concluded any BIT, continue to
receive large FDI inflows. Other countries such as Somalia, Liberia and Sierra
Leone have become politically, economically and socially dysfunctional states and
their BITs have little real value to them.

Since the conclusion of the first BIT in 1959 between Germany and Pakistan (Dattu
2000:304; Salacuse and Sullivan 2005:73), the received wisdom has been that
concluding BITs enhances a country's attractiveness to FDI. Over the years many
capital-exporting states have sought greater certainty with respect to the protection
and treatment of their investors in capital-importing countries (UNCTAD 2000b: 1;
Date-Bah 2003:10; Picciotto 2003: 136). Between 1959 and 1999, over 1, 857 BITs
have been concluded worldwide (UNCTAD 2000b: 1). The desire by MNCs to
invest in secure and safe investment environments has been the catalyst in this rapid
expansion of BITs. In the absence of a BIT, foreign investors are compelled to rely
solely on the host country' s domestic laws for protection. Without the assurance
given by BITs, the domestic environment may not be hospitable to foreign
investors: laws may easily be changed that adversely impact on the MNC ; the MNC
may be subjected to prejudice, unfair and discriminatory practices and recourse to
domestic courts may be a futile act especially where there is government
interference in the judicial process (Salacuse and Sullivan 2005 :7 5). In this respect,
BITs are perceived by MNCs to provide more certainty and to counter threats of
adverse national law and regulation (Salacuse and Sullivan 2005 :76).
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Generally, BITs have ensured that countries assume additional obligations in favor
of MN Cs over and above what their domestic laws provide. Although some BITs
may be more restrictive than others on what the host government can do, almost all
BITs address the same issues. These include submitting to arbitration in cases of
investor-state dispute, affording national treatment (fair or equitable treatment) to
foreign investors (treatment that is no less favorable than that given to nationals of
the host state), guaranteeing free repatriation of profits and in cases of
expropriation, to pay the full economic value or prompt and adequate
compensation for the property being taken (Salacuse and Sullivan 2005:79;
Lowenfeld 2003:126; Hallward-Driemeier 2003; Ratner 2001 :458; Guzman
1998:654).

By assuming the above additional obligations, capital-importing countries attempt
to demonstrate their commitment to protecting investors against uncompensated
expropriation of their investments and their willingness to submit to binding
arbitration in case of dispute (Salacuse and Sullivan 2005 :79; Owen 2003: 1039;
Guzman 1998: 657). In return for these commitments, it is assumed that the levels
of FDI inflows to the host country will increase. Unfortunately, for many
developing countries, more importantly African countries, the marginal benefits
from BITs have been minimal. No significant FDI inflows have occurred on
account of these BITs.

The general principle that BITs increase FDI flows has not, at least in respect of
Africa, held true and what is now clear is that BITs are not a prerequisite for
investment. If they were, countries such as Angola, Libya and Equatorial Guinea,
which at least by year 1999 (see Table 6.2 above) had not concluded a single BIT,
would not have FDI inflows. But, as Table 6.3 below indicates, these countries
have become the largest recipients of FDI. Based on Tables 6.2 and 6.3
respectively, it could be argued that BITs are not relevant to whether a country
receives FDI or not. FDI seems to be driven more by the resources that a country
has rather than by whether or not it has a BIT. For instance, Nigeria and Sudan
with only 2 BITs and Angola and Libya with no single BIT have attracted more
FDI than Senegal with 4 BITs or Egypt with 5 BITs.
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What perhaps can be said about BITs is that they are an important commitment
device that allow countries to make credible promises to investors. They also
ensure that the regulatory framework for FDI is more transparent, stable and
predictable (Guzman 1998: 688; Hallward-Driemei er 2003). But they are certainly
not a pre-condition for investment.

Table 6.3 . Africa: country distribution of FDI inflows, by range, 2003

Range

Economy

More than $2 billion

Morocco

$1-1.9 billion

Angola, Equatorial Guinea, Nigeria and the Sudan

$0.5-0.9 billion

Algeria, Chad, Libyan Arab Jamahiriya, South Africa and Tunisia

$0.1-0.4 billion

Cameroon, Congo, Democratic Republic of the Congo, Coted' Ivoire,
Egypt, Ghana, Mali, Mauritania, Mozambique, Uganda, United Republic
of Tanzania and Zambia

Less than $0.1
billion

Benin, Botswana, Burkina Faso, Burundi, Caper Verde, Central African
Republic, Comoros, Djibouti, Eritrea, Ethiopia, Gabon, Gambia, Guinea,
Guinea-Bissau, Kenya, Lesotho, Liberia, Madagascar, Malawi, Mauritius,
Namibia, Niger, Rwanda, Sao Tome and Principe, Senegal, Seychelles,
Sierra Leone, Somalia, Swaziland, Togo and Zimbabwe

Source: UNCTAD World Investment Repo1i (2004b:41)

Ironically, as BITs have proliferated, concluding a multilateral agreement on
investment (MAI) has remained elusive (see, for instance, Kennedy 2003; Seid
2002, UNCT AD 1999c; Picciotto 1998). But this has not deterred efforts to find
ways of concluding an international agreement on investment. But whether such an
agreement is eventually adopted and whether it will translate into more FDI to
developing countries remains to be seen. As noted earlier, country specific BITs
have not precipitated large FDI inflows into the continent. What is then to be made
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of an international agreement that discusses states and MNCs' rights and
obligations in general terms? Can such an agreement really lead to more FDI
inflow? What would the agreement cover that is not already covered either under
BITs or regional investment agreements? Rather than focusing on an international
investment agreement, what needs to be done is for states to remove barriers to
trade and investment. This is the only way in which foreign investment can be
facilitated.

6.5 FDI and the OLI Paradigm

In analyzing factors that may account for Africa's low levels of FDI, one must
necessarily begin with an understanding of what factors drive FDI inflows.
Although several theories have been advanced to explain the determinants of FDI,
none has been more influential than Dunning's eclectic theory on FDI (Dunning
1981; 1988; 1995; 1998; 2000; Asiedu 2004:43; Gastanaga, Nugent, Pashamova
1998: 1300; Sethi, Guisinger, Ford and Phelan 2002:688; Markusen 1995: 173).

The general thrust of the eclectic theory is that there are at least three sets of
advantages that influence the decision of multinationals to expand abroad:
ownership, locational and internalization advantages (the OLI paradigm). This
OLI paradigm essentially attempts to answer three basic questions about FDI: (1)
Based on present and potential ownership advantages, should a particular firm be
involved in foreign markets? (2) Based on location advantages, where should the
firm invest abroad? and (3) How should the firm serve foreign markets? Should it
be through internalization (FDI or sales subsidiaries) or through arms length
arrangements ( such as licensing or export through intermediates)? (Oxelheim,
Randoy and Stonehill 2001 :384; MacMillan 2003:283).

In this OLI paradigm, the "O" stands for ownership-specific (that is, firm specific)
advantages. Broadly, these firm-specific advantages relate either to intangible
(sometimes referred to as knowledge-based assets) or physical capital assets.
Knowledge-based assets of a firm are embodied, for instance, in the human capital
of the employees, patents, copyrights, trade1narks or the reputation of the firm
(Markusen 1995:174). The physical assets relate to equipment and machinery.
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Thus, in deciding whether to undertake FDI a firm must have developed strong
and specific characteristics that enable it to be competitive in the home market.
These characteristics must be transferable abroad and strong enough to
compensate for the extra costs and barriers that confront those who try to do
business abroad (Dunning

1988:2).

Firm-specific characteristics typically

possessed by successful multinational enterprises are the proprietary knowledge or
know-how incorporated in: (1) economies of scale and scope, (2) managerial and
marketing expertise, (3) advanced technology stemming from a heavy emphasis
on research and (4) differentiated products (Oxelheim, Randoy and Stonehill
2001:384; Dunning 1988:2).

The "L" in the OLI paradigm is concerned with the "where" of production
(Dunning 1988 :4) and stands for location-specific advantages that skew FDI to a
particular market (MacMillan 2003 :284; Oxelheim, Randoy and Stonehill
2001:385). The location advantage depends on a number of factors and can be

influenced by the host country's comparative advantage or its transactional cost
advantage, including the absence of a tariff on products produced in it (Gastanaga,
Nugent, Pashamova 1998:1300).

Lastly, the "I" in the eclectic paradigm is concerned with the mode of entry of the
foreign investment. Multinational corporations may enter the host country through
licensing, export or direct foreign investment. The "I" factor explains why a firm
would, for instance, choose to serve a foreign market through FD I rather than
pursue alternative modes (licensing or exporting) without ownership control of
foreign activity (Oxelheim, Randoy and Stonehill 2001 :386; see, also, MacMillan
2003:283 ; Eicher and Kang 2005:208). For many foreign investors, FDI is usually

a superior mode of entry than technology licensing or exporting as it allows them
to expand and exploit opportunities 1nore efficiently abroad without concerns that
their trade secrets would be exploited (Yeaple 2003 :293-294; MacMillan
2003 :283 ; Barrios, Gorg and Strobl 2000). As Markusen (1995: 182) points out,

because internalization focuses on characteristics of knowledge capital as opposed
to physical capital, by investing directly rather than through licensing, the firm is
able to eliminate or minimize certain risks. These risks include (a) the need to
reveal its process or product technology to a potential licensee, (b) the danger that
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the licensee may use information acquired during the licensing period to set up a
rival domestic corporation that competes directly with it and (c) the possibility that
the quality of its products may be compromised (this is likely to occur when the
licensee produces inferior substitute products for want of supervision).

6.6 The OLI Paradigm and Africa's Competitiveness in Attracting FOi

What may be discerned from the OLI Paradigm, is that a broad range of factors
such as market size, macro-economic stability, effective institutions, political
stability, good governance, infrastructure, availability of skilled labor and raw
n1aterials will be crucial in influencing both the location and the extent of the
investment made by foreign investors. Given these factors, this section assesses
Africa's relative strengths or weaknesses in an attempt to explain why the
continent has not faired well in terms of FDI inflows.

As noted earlier, an ideal location is one of the factors that influences investment
decisions. Although investors may be attracted to different locations because of
their strategic importance, ultimately, socio-economic and political factors will
affect the choice of the investment location. On a comparative basis, Africa has
limited locational advantage compared to its competitors such as Asia and Latin
America. African economies are small and fragmented and their capacity to attract
FDI has been determined largely by their natural resources and the size of their
local market, resulting in the uneven distribution of FDI across the continent.
Countries that have been able to attract the 1nost FDI have been those with the
largest tangible assets such as natural and mineral resources as well as large
domestic markets. Traditionally and even currently, these countries have mainly
been South Africa, Nigeria, Ivory Coast and Angola (Morisset 2000: 18; Basu and
Srinivasan 2002:4; UNCTAD 2004b:40). These are all large countries, both in
terms of area and population. They also have access to the sea, especially the
Atlantic Ocean making connection to Europe and America easy.

Equally, unlike any other continent, Africa has had prolonged periods of political
instability and strife. As indicated in Chapter 3, nearly 20 countries (or about 40
percent of Sub-Saharan Africa) have over the past 40 years experienced at least
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one period of civil war (Elbadawi and Sambanis 2000:244; Herbst 2000:270;
Guillaumont, Jeanneney and Brun 1999:91 ). Political instability, whether in the
form of actual coups or aborted coups, has increased the uncertainty in the socioeconomic and political environment. It has adversely affected and retarded
Africa's economic growth rate as large resources are diverted from providing
basic social services to finance wars and huge military campaigns (Murshed
2002:387; Fosu 2004: 1187). Although political risk or instability has been used
here to refer to civil wars, it should be noted that the term extends to cover such
things as disruption of production activities, confiscation or damage to property
and threats to personnel (Lucas 1993 :394). The instability created is usually not
conducive to thriving domestic and foreign investment. In fact, a study by
Brempong and Traynor (1999:80) has found that political instability in SubSarahan Africa has negatively impacted on economic growth by reducing the
levels of investments being undertaken.

Ironically, political instability may not, in and of itself, affect a country's
locational advantage. This is particularly true in cases where the returns on
investments are so high as to outweigh the dangers posed by such instability. For
instance, Angola, which has just emerged from a 30-year-old civil war, and
Nigeria which has until recently been subjected to military dictatorships, have
been able to attract high proportions of FDI than the relatively more stable
countries like Botswana, Namibia and Mauritius. Most of the FDI to Angola and
Nigeria has been in the petroleum industry where the significant returns on
investment have outweighed the risks involved (Asiedu 2002: 113 ).

Apart from political instability, locational advantage may be enhanced by both
micro and macro-economic stability. Under microeconomic reforms, there is a
decentralization of economic decision-making from the state to the private sector,
so that market forces drive the economy (Dunning 1993 :69). On the other hand,
macro-economic stability, which is concerned with governmental monetary and
fiscal policies, is important in stabilizing exchange rates and keeping inflation and
government expenditure down (Rogoff and Reinhart 2003 :4; Trevino, Daniels and
Arbelaez 2002:31; Basu and Srinivasan 2002:7; Mlambo and Oshikoya 2001:40).
High inflation rates and huge government budgetary deficits tend to erode returns
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on investment as governments resort to imposing higher taxes to finance their
expenditure. Except for a few countries, government budget deficits and inflation
rates are higher in Africa than in other regions. Average inflation rate for the
continent has increased over the years: from 34 percent in 1996 to 4 7 percent by
1997 (UNCT AD 1998: 169). As Table 6.4 below shows, by 2001 a number of

countries had inflation rates way in excess of 40 percent.

Table 6.4. African Countries for Which the Average Inflation Rate During 1970-2001 was above
40 Percent
Country
Congo, Dem. Rep. of the

Average Annual Inflation, 1970-2001
1,112.9

Angola

345.4

Uganda

67.2

Ethiopia

43.0

Zambia

41.1

Source: Rogoff and Reinhaii (2003 :8). Table slightly modified.

A study by Mla1nbo and Oshikoya (2001 : 12) has found that despite implementing
economic reforms aimed at improving the economic environment, investment in
Africa is yet to show a robust improvement. According to the study, the sluggish
response by investors to these reforms has been primarily due to the uncertainty
regarding fiscal , financial and monetary policies. In the face of high inflation rates
and government budgetary deficits, an important consideration is to achieve
macro-economic stability. Bringing down inflation and government deficits sends
positive signals to the private sector about the direction of economic policies and
the credibility of the authorities ' commitment to manage the economy efficiently
(Mlambo and Oshikoya 2001 :27). Such stability encourages savings and capital
accumulation by the private sector because it allows for long-term planning and
investment decisions to be made (Mla1nbo and Oshikoya 2001 :27).

Similarly, Africa' s competitiveness has been affected by its lack of or limited
technological advancement and its poorly developed infrastructure. As NEP AD
notes in its base document, if Africa had the same basic infrastructure as
developed countries, it would be in a position to focus on production and to be
internationally competitive (Paragraph 98 NEP AD Base Document 2001 ).
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Although good infrastructure increases the productivity of investments and hence
stimulates FDI inflows, as noted in Chapter 3, Africa's infrastructural
development not only lags behind but is also less reliable (Asiedu 2002: 111;
Collier and Gunning 1999a:71, Mlambo and Oshikoya 2001 :23; Limao and
Venables 2001; Fabayo 1996:358). This lack of basic infrastructure has
handicapped its economic growth and development. In some perverse cases, the
incentive has been not to develop the infrastructure but to keep it in a state of
disrepair for political ends. The following passage from Hoff and Stiglitz
(2001 :424) is instructive on this point:

When President Juvenal Habyarimana of Rwanda asked
for armed support to help fight an insurgency, Mobutu
responded , 'I told y ou not to build any roads ... building

roads never did any good .. .I've been in power in Zaire
for thirty y ears and I never built one road. Now they are
driving down them to get y ou (emphasis added).

Likewise, the existence of authoritarian dictatorships and unaccountable
governments has made its fair contribution to the continent's lack of development.
Whilst several studies have found either a negative, positive or no correlation
between democracy and economic growth (see, for instance, Milner and Kubota
2005 ; Ali and Isse 2005 ; Busse 2003 ; Addison and Heshmati 2003 ; Manuel and
Ho Sung 1995; Alesina and Rodrik 1994; Helliwell 1994; Przeworski and
Limongi 1993), it would appear that, even accepting the argument that democracy
cannot on its own lead to economic development in the absence of complementary
growth enhancing factors , there is an overwhelming consensus in favor of the
view that democratic rather than authoritarian regimes offer a relatively stable
environment within which stable policies and economic growth may be achieved
or maintained (Quinn and Woolley 2001:637; Ali and Isse 2004:251 ; Milner and
Kubota 2005: 13 7). In short, prosperity is likely to be achieved in a democratic
setting rather than in an authoritarian one.

The recent wave of democratization in Africa has had mixed outcomes: some
countries have been more successful in the progress of democratization but others
less so. Once in office, some political leaders have sought to lengthen the number
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of terms they serve in office despite clear constitutional term limits. Attempts by
President Frederick Chiluba of Zambia to run for a third term in office (which was
constitutionally prohibited) failed to materialize. This was not for lack of trying on
his part but because of sustained external pressure and internal opposition to
constitutional amendments to allow for a third term (Ihonvbere 2003 :79). In
Namibia, President Sam Nujoma succeeded in getting constitutional amendments
passed to allow him a third term in office. Ultimately, the success or failure by
African leaders to adhere to basic democratic principles may have a bearing on
whether investors feel confident or unease about the continent as an ideal
investment location.

Good governance is another important factor that has a bearing on locational
advantage. NEP AD and indeed a vast literature on governance proclaim that good
governance is a key element in attracting FDI (see, for example, UNCTAD 2004c:
3; Kaufmann and Kraay 2003; Hellman, Jones and Kaufmann 2002; Gathii 2000:
971; Wei 2000:1; Campos, Lien and Pradhan 1999:1065). But it would appear that
the extent to which good governance has a bearing on FDI depends largely on the
sector in which the investment is being made. The primary sectors (such as
mining) seems less affected by poor governance than the secondary sectors
(manufacturing) of the economy. For instance, Nigeria, which has consistently
been classified by Transparency International (2002; 2003; 2004; 2005) as the
second most corrupt country in the world, has been able to attract more
investments than the relatively less corrupt and well-managed countries like
Botswana and Namibia. It would appear as if corruption is an advantage in certain
contexts. Nigeria' s vast oil reserves and the profits derived from it have seen a
continuous influx of foreign investors.

Africa's bad reputation and its rating by international credit agencies have also
helped to undermine the continent's locational advantage. The global media by
focusing mainly on matters such as famines , desertification, refugees, human
rights violations, coup d 'etats, internecine violence and health problems, has
managed to project a negative image of the continent (World Bank 1989:23). In
alluding to this negative image, NEPAD reiterates that unless investors '
perception of Africa as a "high-risk" continent is addressed as a matter of priority,
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there will be little private capital flows to the continent (paragraph 151 NEP AD
Base Document 2001 ). Ratings that are comprised of weighted indexes reflecting
a country's macro-economic and financial performance and prospects, and an
assessment of institutional factors such as the degree of bureaucratic delays,
governance, corruption, the respect for property rights and contract enforceability
have generally been negative for Africa (Aron 2003 :4 72). Although the continent
is made up of 53 independent states-that differ in their political, social and
economic development-the tendency has been to regard the continent as though
it were a monolithic state. This failure to distinguish between states has meant that
no proper distinction or assessment is made between exemplary, mismanaged and
rogue states. Consequently, FDI inflows to the continent are often affected by the
failure to distinguish between states. Not surprisingly, a country in Africa,
whatever its potential, receives less FDI by virtue of its geographical location
(Asiedu 2002: 116; Gelb 2002).

Africa's poorly developed and inefficient institutions have likewise made the
continent less attractive to FDI. In countries such as Somalia, Liberia and Sierra
Leone, the formal institutions necessary to promote and secure the rule of law, as
well as to enforce property and contractual rights do not exist. In these countries,
the regulation of social, political and economic life has become dependent on
informal structures and on warlords who have divided some of the countries into
mini-territories (Aron 2003 :4 73). The lack of formal and effective institutions has
not only meant that citizens but also foreigners remain vulnerable to extortion and
violence.

In other countries such as Zimbabwe and Swaziland, although formal institutions
exist, they have failed to limit government's arbitrariness. In Zimbabwe, for
instance, a court judgment calling upon the state to allow a privately owned
newspaper, (which had previously been shutdown by government) to resume
publication was ignored by government-the judgment being described by
Jonathan Moyo, Zimbabwe's Information Minister as "outrageously political,
th
unacceptable" (BBC News 19 December 2003 World Edition). Disturbingly, it is

not only court decisions that have been ignored in Zimbabwe: judges too, have
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been coerced into leaving office by threats and intimidation. As the BBC reported,
the Chief Justice of Zimbabwe, Anthony Gubbay, was compelled to resign from
Office "after a self-styled war veteran [who had been let by the police into the
chief justice's office] had forced him to step down or face the consequence" (BBC
News 2nd March 2001 World Edition).

The Zimbabwean case is not an isolated one. In many African countries the
institutional environment within which the business sector and foreign investment
can thrive is lacking; the judiciary is not insulated against interference from the
executive branch of government and a fair legal framework that is enforced
impartially hardly exists. Studies by Collier and Gunning (1999b:86) show that
only "a quarter of African lawyers consider the judiciary fully independent of the
executive. The legal process often involves delays, and most judicial officers
appear to be only moderately knowledgeable about the law". Since 2003 for
instance, Swaziland has been operating without a court of last resort after the
entire Court of Appeal bench resigned in protest against what the judges perceived
to be the government's flagrant disregard of the court' s decisions (Mosoti
2004:172).

Incidents of corruption in the judiciary are also common. In Kenya, it has been
reported that to secure a favorable court judgment, it takes as little as US$50 to
bribe a magistrate, between US$636-20,356 to bribe a high court judge and as
much as US$190,800 to bribe a court of appeal judge (BBC News 3rd October
2003 World Edition).

In recognition of what the above limitations have placed on Africa' s socioeconomic growth, NEP AD commits the continent to improve and adhere to
principles of good governance (political and corporate), democracy, peace, respect
for the rule of law, and human rights, infrastructure development, capacity
building and sound economic management (paragraph 71 ; 151 NEP AD Base
Document 2001 ). Whilst its co1nmitment to these principles is laudable, the
greatest test will be in translating intent into action.
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6. 7 FDI and the "Resource Curse"

As noted earlier, in terms of the OLI paradigm, there are three sets of advantages
that must exist for MNCs to engage in FDI. These are: (a) ownership (0)
advantage which makes it profitable for the MNC to invest or relocate abroad (b)
location (L) advantage which is typically linked to the host country's specific
characteristics and (c) internalization (I) advantage which allows the MNC to
manage the advantage internally rather than to license it or trade through the
market. Although Africa fares poorly in terms of attracting FDI particularly in its
manufacturing sector, the continent has been successful in attracting more FD I to
its natural resource sector (UNCTAD 2004b:39). In terms of the OLI paradigm, it
is its location advantage that explains investment in its primary sector. This is an
area in which the continent enjoys considerable advantage over other regions and
it is an area that is particularly important to many economies in the continent. In
2001, for instance, oil production generated 20 percent of the combined GDP of
sub-Saharah and accounted for between 64 and 82 percent of government
revenues in Angola, DRC, Equatorial Guinea, Gabon and Nigeria (Herringshaw
2004a: 175). Similarly, in 2002, mining constituted about eight percent of the GDP
of the Southern African Development Community and 43 percent of the region's
exports, with countries such as Botswana, the DRC, Namibia and Zambia all
deriving over 50 percent of their export earnings from the mining sector
(Herringshaw 2004: 175).

Several factors explain why the continent has attracted more investments in its
mineral sectors than in its manufacturing and agricultural sectors. Apart from the
obviously huge profits in the mining sector, this sector is not affected by the lack
of infrastructure or the poor economic state of the host economy. It is also capital
intensive and therefore requires less labor. On the other hand, the manufacturing
sector is adversely affected by lack of domestic markets, lack of skilled labor, high
transport costs, macro-economic instability and poor infrastructure. Likewise,
drought, poor soils, acidic rains, tropical climates and low investment profits have
made investment in the agricultural sector unattractive (Sachs and Warner
1997:340). Although Africa could have a comparative advantage in the
agricultural sector, agricultural subsidies by the US and the EU to their farmers
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have made African agricultural products uncompetitive 1n the international
market. As important as investment in the mining sector is, one of the major
setbacks with its dominance over the economy is that it tends to lead to the neglect
of both the agricultural and manufacturing sectors of the economy (Shaxson
2005:314-15; Karl 1999:43; Sachs and Warner 1999:16). This has been
particularly true in many countries that are either oil or diamond driven. The
discovery of oil in Nigeria and Equatorial Guinea saw a decline in the importance
of both manufacturing and agriculture in the national economy (Shaxson
2005:314-15; Kraxberger 2004:414; Frynas 2004: 542; Awe 1999:11), as did the
discovery of diamonds in Botswana. The neglect, shrinkage or weakening of the
competitiveness of non-mining sectors (agriculture and manufacturing) may on the
whole be harmful if such sectors had major positive spillovers or externalities in
the economy (Sachs and Warner 1999:16; Auty 1999:59).

Despite huge FDI inflows into the mining sector, Africa has not been transformed
socially, politically or economically. Whilst one would expect to find economic
growth and prosperity, Africa's natural resource wealth has paradoxically
promoted poor leadership, led to economic stagnation, conflict, engendered
corruption,

poverty,

poor

governance

and

exacerbated underdevelopment

(Herringshaw 2004: 174; Sachs and Warner 1999: 19). In other instances, it has led
to the criminalization of the state where government officials acting in concert
with criminal associates plunder national resources (Wood 2004: 553). Except in
notable cases such as South Africa, Botswana and Namibia, many countries that
have abundant natural resource wealth appear to suffer from a phenomenon known
as the "resource curse" or the "paradox of plenty" (Herringshaw 2004: 174; Ross
1999:297; Karl 1999:32). Rather than lead to economic prosperity, the natural
resource "blessing" .has instead corrupted governance, destabilized economies,
increased rent seeking and poverty (Sachs and Warner 1999: 19).

Even though the proble1n of underdevelopment is not limited to just resource-rich
countries but also extends to resource-poor countries, the latter countries have
often been able to undertake developmental reforms much more quickly than the
former. In resource-rich countries, particularly oil-rich states, the pace of reform is
often sluggish and the problem of underdevelopment is more pronounced (Karl
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1999:36). Whilst one would expect mineral economies, given their additional
import capacity and extra investment resources which mineral exports provide, to
outperform other developing countries, some have remarkably been outperformed
in economic growth by resource poor economies (Sachs and Warner 1999: 13;
Auty 1999:55). Oil booms and the ability to secure more funding by using oil as
collateral has allowed leaders of "petro-states " to avoid or to prolong the
implementation of badly needed reforms compared to other developing countries
(Karl 1999:36). The availability of petrol money not only pre-empts efforts to
mobilize domestic resources through taxation, but also reduces tolerance for
austerity and produces a dangerous reliance upon the state for the resolution of all
problems (Shaxson 2005:315; Karl 1999:36). As Sachs and Warner (1999:14) put
it, "resource abundance blocks countries from the kind of beneficial structural
change that often accompanies the development process". The failure to undertake
the necessary reforms in "petro-states" is usually directly linked to the perverse
incentive structure shaping the behavior of both politicians and business leaders
(Karl 1999:36). According to Karl (1999:36):
What distinguished oil states from other states, above all
else, is their addiction to oil rents. Where this oil
addiction takes hold, a skewed set of both political and
market incentives so penetrate all aspects of life that
almost anything is eventually up for sale. Actors in oil
states do not behave the same as they do elsewhere; they
simply don't have to. Oil companies, for example, do not
assess political risk in the way that other firms do. They
will continue to operate in the midst of civil war .. . even
where widespread regional unrest threatens stability.

The problem of underdevelo pment and perverse corruption in the "mist of plenty"
is clearly demonstrated in Angola, Equatorial Guinea and Nigeria. In Angola, for
instance, more than one billion dollars of government income from oil (20 percent
of the total) has been disappearing every year since 1996 (Herringshaw 2004: 174).
Similarly, in Equatorial Guinea, although recent oil discoveries have transformed
the country' s once stagnant economy into one of the fastest growing economies, it
has also fostered economic underdevelopment and political mismanagem ent
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(Frynas 2004:541; Wood 2004:547). Living standards for the majority have fallen
despite the huge rise in GDP per capita. The country's wealth has become
concentrated in the hands of a tiny elite whilst most of the population barely
survives through subsistence agriculture (Wood 2004:553; Frynas 2004:542).
Describing how the country's leadership, from the office of the President to
government ministries have become part of a criminal syndicate, Wood
(2004:553) states:

[Whilst] there are many recorded instances where the
African

state

has

degenerated

into

a

kleptocracy,

characterized by the intense personalization of authority
and the voraciousness of a small government elite and its
constituents,

the

Equatoguinean

state

however

is

relatively distinct on account of both the extreme
personalization

of authority

and

the

government's

relationship with a range of legal, quasi-legal and criminal
supporting enterprises. Indeed, it is one of the few African

countries that can be correctly classified as a criminal
state (emphasis added).

Likewise, despite it being the largest oil producer in Africa and the fifth largest in
the Organization of Petroleum Exporting Countries (OPEC), Nigerian oil revenue,
which accounts for 90 percent of the foreign exchange and 80 percent of the
federal revenue, has benefited only a few individuals to the exclusion of a vast
majority of the citizens who have remained indigent (Manby 1999:284; Awe
1999:11; Picciotto 2003: 141). Instead of the oil wealth transforming the country
into one of the most successful states in Africa, it has led to worsening levels of
poverty and underdevelopment. Over the years, the percentage of people living in
poverty in Nigeria has been increasing. Whilst this percentage stood at 28 .1
percent in 1980, by 1996 it had reached 65.6 percent (Kraxberger 2004:415; see,
also, Shaxson 2005 :311 ). Despite its huge oil reserves, the country remains one of
the poorest in the world, with a per capita gross national product of US$ 260 a
year (Manby 1999:284). The bulk of the oil revenue, which is distributed to the
central government, is dissipated through corruption involving political leaders
and government officials (Kraxberger 2004:414; Picciotto 2003:141). As noted
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earlier, Nigeria has come to enjoy an invidious reputation as being one of the most
corrupt countries in the world (Transparency International: 2002; 2003; 2004;
2005). Manby (1999:285) articulates the problem of corruption and economic
exclusion in Nigeria as follows:

Minority

ethnic

groups

m

Nigeria's

multi-ethnic

Federation have successfully demanded that new states
and local government units be established over the years

in the hope that they will receive some benefits from the
oil money and be compensated for the damage done by oil
production.

Paradoxically,

however,

the . Nigerian

federation has become ever more centralized in practice,
and power and money have been concentrated in the
hands of fewer and fewer people. Politics has become an

exercise in organized corruption, most spectacularly
demonstrated around the oil indust1y itself, where large
commissions and percentage cuts of contracts have
enabled individual soldiers and politicians to amass huge
fortunes. Meanwhile the majority of Nigerians have sunk
deeper in poverty ( emphasis added).

Just like in Equatorial Guinea, at the heart of Nigeria's underdevelopment and
corruption has been the country's political leadership. Successive Nigerian
governments, whether military or civilian, have all succeeded in mismanaging the
national economy to the point of collapse by "salting the [oil wealth] away in
[their] foreign bank accounts rather than investing it in education, health and other
social programs" (Manby 1999:298; see, also, Kraxberger 2004:415). Ironically,
the hypothesis that poor leadership, bad governance and corruption keeps away
investors is clearly qualified by the Nigerian, Angolan and Equatorial Guinean
cases. These three countries continue to receive large FDI inflows especially in
their oil industry. Nigeria has in fact been one of the largest recipients of FDI in
Africa (UNCT AD 2000a; 2003a; 2004b ). Angola, Nigeria and Equatorial Guinea,
are not the only African countries afflicted by the "resource curse" . This also
extends to the "blood diamond" syndrome affecting the Great Lake nations such
as Liberia, Sierra Leone and the Democratic Republic of Congo (DRC).
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6.8 Conclusion

The OLI paradigm is instructive in its explanation of what drives FDI. Factors
such as political and macro-economic instability, poor infrastructure, absence of
skilled labor, lack of effective and efficient institutions, absence of the rule of law
and unfavorable climatic conditions point to the fact that there is nothing
distinctive about Africa. In fact, in term of the OLI paradigm, these are some of
the many disadvantages of investing in Africa. However, investment in the
primary sector, particularly in the oil industry, explains prefectly well why the
OLI paradigm works. Unlike in the manufacturing sector, in the primary sector, oil
companies do not have to share their trade secrets or worry about whether there
are effective institutions in the host country. Because they have the expertise and
the technical knowledge of how to extract oil, they have an internal (I) advantage
which allows them to come in as foreign investors. Secondly, returns on oil or
other minerals mean that locational disadvantages matter less. They can import
their own capital, infrastructure and rely less on local institutions to do business.

Lastly, over and above the conditions that must exist under the OLI paradigm to
attract FDI, a more significant but often ignored factor is that Africa' s
uncompetitiveness has been worsened by its exceptionally poor and corrupt
leadership which has engendered uncertainty and skepticism about the continent.
Ultimately, investment decisions are about confidence in the environment that the
host country provides. Of all the factors necessary to build investor confidence,
the integrity of leaders matters. Unfortunately as the examples discussed in thi s
chapter show, the quality of leadership in Africa is wanting. The challenge for
NEPAD is not only to provide the necessary infrastructure but also to project a
positive image about the continent. Without investor confidence, investment
reforms and liberalization efforts will bear insignificant results. Projecting a
positive image requires NEPAD to address the issue of leadership in Africa. As I
argue in the next chapter, leadership is central if Africa is to attract more foreign
investment and ensuring that such investment is put to productive use.
Consequently, I explore the nature of political leadership in Africa and how it has
contributed to a loss of investor confidence in the continent.
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CHAPTE R 7
NEPAD: PROMOTING FOREIGN DIRECT INVESTMENT THROUGH
Goo·D POLITICAL LEADERSHIP •
"Leadership" is a phenomenon which we all think we
can recognize, but which becomes elusive and
changeable when we try to analyze it. The essence
of leadership is the ability to persuade others to
comply voluntarily with one's wishes. When we try
to determine what creates this ability to persuade,
however, we enter a nebulous region in which
subjective attitudes toward a personality and toward
symbols, perceptions of effectiveness, and other
elements equally hard to pin down play major roles
(Cartwright 1983: 19).

7.1 Introduction

As we have seen from the preceding Chapter, the general literature on investment
attest to the importance of a number of factors in promoting foreign direct
investment and fostering investor confidence. These factors include, social capital,
infrastructure, political and macro-economic stability, the rule of law, good
governance, democracy, the need for effective and efficient institutions and
respect for human rights. Neglected in this literature however is the issue of
leadership and its bearing on investor confidence. Yet, as we saw in Chapters 3
and 6, many of the factors that relate to Africa' s underdevelopment and FDI are
importantly linked to political leadership. Much of the literature, including that of
the World Bank and IMF, on the determinants of FDI tends to focus mainly on
good governance rather than leadership. As I argue, good governance is different
from leadership. The former is more about how governments operate, about
transparency,

accountability,

the

institutional

rules

1n

place,

and

the

responsiveness, efficiency and effectiveness of governments. Leadership on the
• Some Aspects of this chapter have been published in the Journal of Africa In sight (2005 ), Vol.35
(1), 3-13.
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other hand, is about individuals and the influence they exert within their
environments. This influence can either be positive or negative. Although the
environment within which leaders operate affects the choices they make, I argue
that leaders have an opportunity to leave a mark, to influence and change their
environment. Astonishingly, even though NEP AD acknowledge s that questionable
leadership has contributed to Africa's underdevelo pment, it does not deal in any
detail with this aspect. It merely acknowledge s the issue in passing. Like other
orthodox approaches to socio-econom ic developmen t, NEP AD places greater
emphases on structural, historical and institutional factors in explaining the limited
flows of FDI and the continent's state of underdevelo pment. Missing in both the
review of the literature on FDI and a reading of the NEP AD base document is a
critical assessment of the relationship between leadership and FDI. This chapter
seeks to fill that gap by looking at the issue of leadership in Africa and how it has
or has not contributed to investor confidence and the general investment climate in
the continent. Leadership in the context of this chapter is used mainly in the
narrow sense to refer to political leadership. Before drawing a conclusion, this
chapter will look briefly at the concept of leadership and what it entails, the
history of political leadership in Africa, the role of the international or donor
community in sustaining poor leadership in Africa, the importance of good
leadership and clean bureaucracy in promoting FDI and the case for good
leadership.

7.2 The Concept of Leadership

The concept of leadership has been variously defined. For instance, Yukl (2002:7)
defines leadership as both a "process of influencing others to understand and agree
about what needs to be done effectively, and the process of facilitating individual
and collective efforts to accomplish the shared objectives" . Burns (1977:274)
defines leadership as "leaders inducing followers to act for certain goals that
represent the values and the motivations -the wants and needs, aspirations and
expectation s--o/ both leaders and follo wers" . Lussier and Achua (2001:6) define
leadership as "the influencing process of leaders and followers to achieve
organizational objectives through change". Likewise, Olmstead (2000: 10) sees
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leadership as "the process of influencing the actions of individuals, groups, and
organizations in order to obtain desired a result". Kouzes and Posner (1995:30)
describe it as "the art of mobilizing others to want to struggle for shared
inspiration", while Daft (2002:5) views it as "an influence relationship among
leaders and followers who intend real changes and outcomes that reflect their
shared purpose". Meadows (1962:26) considers leadership as a quality possessed
by individuals, be they political, business or religious leaders, which applies only
to their actions when they occupy a "headship" role and not to their private
actions. Edinger (1975 :255) on the other hand, posits two major definitions of
leadership -positional and behavioral. When positionally defined, it relates to the
rights and duties of an office or status in a hierarchical structure, whether a formal
organization or an informally stratified collectivity (Edinger 1975 :255). But when
behaviorally defined, it is identified with persons who shape the actions of other
persons. Thus, in the latter, it is associated primarily with followership and
processes of interpersonal relations rather than with interrelated positions in a
hierarchical structure (Edinger 1975:256).

From the above definitions of leadership, it is clear that the definition of
leadership is context specific. It will differ from one writer to another depending
on what they seek to evaluate. Nonetheless, a generalization that can perhaps be
deduced from the above definitions of leadership is that as a concept, leadership
involves a relationship between individuals, in which one person is able to get
others to do what he/she wishes. It is the ability to obtain "non-coerced, voluntary
compliance which enables followers to attain goals which they share with the
leader" (Cartwright 1983:21; Bums 1977:274). Following on from this definition,
at least three elements are essential for the exercise of leadership. These are:
influence , presence of a group and some goal or goals (Yukl 2002:7 ; Dahl

2002:440; Lussier and Achua 2001:6; Bryman 1996:266; Hollander 1993:31 ;
Stogdill 1974:7 and Morris and Seeman 1950: 152). Influence involves a process
in which the leader has an impact on others in the sense that he is able to induce
them to behave in a particular way. Exerting influence implies that there is a group
to be led and hence the second element conceptualizes this influence taking place
in a group context with group members being subordinates of the leader. Third,

152

leadership presupposes that the influence of the leader over the group behavior is
targeted towards the achievement of a particular goal or goals (Dahl 2002:440;
Lussier and Achua 2001 :8; Bryman 1996:266). These general traits of leadership
apply equally in the realm of political leadership and in particular across a number
of domains such as factions, parties, parliaments, cabinets and governments (Uhr
2002:261; Elgie 1995:4).

Despite the multiple definitions of political leadership (see, for instance, Elgie
1995:3; Paige 1977:1; and Edinger 1975:257), political leadership is essentially
about power, about who has that power and how such power is exercised. It is
power in that it consists of the ability of one individual or a sub-set of individuals,
typically at the top of the hierarchical order, to make others do a number of things,
positively or negatively, that they would not or at least might not have done
(Burns 1992:24; Hollander 1993:31; Blonde! 1987:3). This power, exercised in a
top-down way, is customarily conferred on a leader, who stands "above" the
nation and can give orders to the rest of the citizens (Blonde! 1987: 3; Elgie
1995 :3; Edinger 197 5 :257). It is used positively if it is exercised in the best public
interest rather than in the self-interest of leaders (Uhr 2001 :81; Blondel 1987:3).

7.3

The

Nature

of Political

Leadership

in

Africa:

Historical

and

Contempor ary Perspectives

At the time of independence, most states had to grapple with two questions.
Firstly, how were societies in which ethnic identities were strong and which
tended to glide into tribalism to be governed? Secondly, what structure of
government was appropriate for development? (Mkandawire 2003). The oneparty rule appeared to be the most attractive and logical option in addressing these
two questions. Most African leaders argued that because of colonial neglect, the
overriding priority for Africa was to seek development. The problems of
development, it was argued, demanded complete unity of purpose, justifying on
these grounds the "criminalization of political dissent and the inexorable march to
political monolithism " (Ake 1991 :32). It was emphasised that the one party
system was not only crucial in forging a sense of national identity and preventing
ethnic divisions (Mbaku 2003 :21; Rowley 2000: 145), but that it was also
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consistent with the values of African politics, which rested on consensus rather
than competition (Ahluwalia 2001:56). In short, proponents of the one-party
system argued that in traditional African democracy, there was no concept of an
opposition within a society; a person was either part of the society or an alien
(Coleman 1994: 110).

Consequently, there was until recently no real contestation for political power in
many African states. Except for the relatively democratic elections that ushered in
the first post-independence governments, many countries became one-party,
authoritarian states (Herbst 2000: 109). In 1966 for instance, President Kamuzu
Banda declared Malawi a one-party state, with the Malawi Congress Party (MCP)
being recognised as the only legal party of the new Republic. This pronouncement
was followed in 1971 by constitutional amendments declaring him (President
Kamuzu Banda) "President for life" of the Republic of Malawi (Ihonvbere
2003 :244).

Dennis Venter (1995: 155) describes the one party system under

Kamuzu Banda in the following terms:

For all intents and purposes, Malawi was not even a one-

party state: it was a one-man state, a political despotism
in which the state apparatus was answerable to only one
man. The result was a climate of fear almost unparalleled
anywhere in Africa, even in countries wracked by
violence, ( quoted in Ihonvbere 2003 :248. Emphasis
added).

In many African countries where the one-party system was introduced, it was
justified on the basis that in partitioning Africa amongst themselves and drawing
up the African map, the colonial powers were not sensitive to the tribal and ethnic
differences that existed amongst African societies. Tribes that had fought one
another at some point were now forced to co-exist within the territorial space
drawn by the colonial powers. These artificially and arbitrarily imposed borders
also fragmented and separated tribes. This was clearly the case with the Somali
tribe that found itself in four different countries: Somalia, Kenya, Ethiopia and
Djibouti. In many respects therefore, single party systems were seen as the best
means of dealing with ethnic and tribal differences. In reality, such single party
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systems were to limit expressions of group differences and to become conduits for
corruption (Rowley 2000:141).

Although the potential for conflict arising from different ethnic groups competing
for scarce resources could not be discounted given the arbitrary manner in which
the African continent had been partitioned, ethnicity was and has been exploited
and politicised by leaders for political and personal ends. As Ake (1991:34)
asserts, there is nothing inherently conflictual about ethnic differences. It is only
by fomenting ethnic tensions and inciting ethnic based conflict that leaders have
been able to find a basis for justifying their authoritarian rule (Ake 1991 :34). To
buttress this assertion, Dowden (2004: 138) also states:

With a few exceptions, the new leaders of Africa saw their
first task as shoring up national unity by establishing one
party states and outlawing the opposition. On the surface
ethnic difference was a prohibited subject. Tribalism was
the enemy of nationhood. In secret the prime political

task of every African leader was to manipulate the ethnic
balance in the government or crush his rival ethnic group
( emphasis added).

Notwithstanding the potential for conflict ans1ng from the ill-drawn colonial
territorial boundaries, many African countries upon attaining independence
preserved and accepted them as legitimate. The decision to retain these boundaries
was a pragmatic one given that pre-colonial African states were not organized on
any defined territorial basis. According to Boahen (1987), the colonial
demarcation of Africa provided for clearly defined boundaries in place of "the
existing innumerable lineage and clan groups, city-states, kingdoms and empires
without any fixed boundaries" (cited in Herbst 2000:99). This pragmatic approach
to colonial boundaries has been reflected in a number of international instruments,
including the Organization of the African Union (OAU) Charter under the uti
possidetis principle. Article III, paragraph 3 of the OAU Charter, enjoins member

states to "respect the sovereignty and territorial integrity of each state and for its
inalienable right to independent existence" (emphasis added). This has meant the
acceptance of boundaries or states as mapped by Europeans (Herbst 2000: 104;
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Jackson 1987: 525), but which follow the "arbitrary lines of the former empires,
dividing ethnic groups, ecosystems, watersheds and resource deposits in arbitrary
ways" (Sachs 2005: 189).

Contrary to general expectations, the retention of the colonial boundaries by the
newly independent African states did not do much in terms of quelling ethnic and
tribal tensions. Internal conflicts that had simmered under colonization erupted
into violent conflict in countries such as Nigeria, Sudan, Uganda, Zaire, Angola
and Mozambique, all within a decade of independence (Ndulu and O'Connell
1999:49). What these boundaries simply did was to provide a potent justification
for the one-party and authoritarian rule in post-colonial Africa. As reiterated by
Claphan (1999), these boundaries "defined and legitimated the particular kind of
power structure which grew within post-colonial African states, and provided the
framework for the politics of patronage ... through which those who controlled
these states sought to survive" (quoted by Udombana 2002: 228).

Attractive as the theoretical arguments in favor of one-party states may have been,
the system did not foster a politics of consensus or national unity. Rather, the
system degenerated into extreme forms of authoritarianism designed to promote
loyalty to the leader as opposed to loyalty to the country (Dowden 2004: 140;
Ahluwalia 2001:56). Apart from providing an opportunity for a privileged few to
amass excessive wealth, the one-party system failed to achieve developments that
had been proclaimed could only be achieved under this system 24 . Many regimes
under the one-party system have in fact been "distinctly uninterested in
development and many leaders more interested in their own power than in the
well-being of the larger society" (Klein 1992:4). In explaining the march into
authoritarian rule, a number of scholars have argued, as noted in Chapter 3, that
the slide to authoritarian rule was a natural progression for many African leaders
24

Mbaku (2003 :21) argues that instead of providing the state's custodians with the wherewithal to
enhance peaceful coexistence and improve the national welfare, the one-party political system
significantly improved the ability of these people to (1) monopolize political power and the allocation
of resources; (2) suffocate civil society; (3) exploit, oppress, marginalize, and push minority and other
vulnerable groups to the periphery of society; (4) plunder the economy for their own benefit and at the
expense of the rest of society; (5) retard development of a viable indigenous entrepreneurial class; (6)
increase conuption and rent seeking; (7) stunt, through perverse economic policies, wealth creation and
(8) generally impoverish the people.
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given that the bulk of their political education had been acquired in a colonial
environment that had been totally authoritarian (Ake 1991; Ndulo 1999; Chazan
1993 and Hameso 2002). Whilst this might be true to some extent, it does not
explain why dictatorships emerged in countries like Ethiopia and Liberia that were
never colonized.

Nonetheless, in those cases where 1nulti-party elections were held, the election
process became primarily a means of legitimating the party already in office. In
Kenya for instance, President Arap Moi and his then ruling party, the Kenya
African National Union (KANU) were able to win both the 1992 and 1997
contested elections purely by manipulating the entire election process. A number
of irregularities were observed in both elections. These included fraudulent
practices in the counting of ballots, biased media coverage, a pre-electoral ethnic
cleansing of groups associated with the opposition, irregular voter registrations,
vote buying, restrictions on the holding of political rallies by the opposition,
amendments to electoral laws designed to favor the ruling party and the use of
dismissal threats against civil servants if they voted for the opposition (Brown
2001 :726-7).

In Uganda, under President Y eweri Museveni, political parties have been allowed
to exist but are not allowed to contest elections! Rather, what prevails is a no-party
system, also known as the "movement syste1n", under which candidates vying for
political office campaign on personal merits rather than through political parties
(Hameso 2002). The restriction on political party activity has been justified on the
basis that the country's historical past, particularly its political instability, past
dictatorships, failed multiparty politics and protracted guerrilla rebellion, made a
multi-party system unsuitable for the country. In support of this status quo, it has
been argued that the multi-party system tends to polarise political parties along
divisive ethnic lines (Hameso 2002). Whether this proposition is meritorious or
not, the reality is that there is little distinction between the no party system and de
facto single party states!

To sum up, the one-party rule provided a means through which specific group
interests could be achieved by consolidating power in a few individuals with
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virtually no constitutional or institutional constraints on how such power was
exercised. Because of this, post independence political authority in many African
countries took the form of neo-patrimonial rule. It is this form that we analyse in
the next section.

7.4 The Neo-Patrimonial Concept

It must be emphasized from the outset that the concept of political power, its

exercise and parameters in Africa differs markedly from the way it is perceived in
the West. It is not impersonal and a system of checks .and balances does not inhibit
its exercise. As Jackson and Rosberg (1982) succinctly state, "politics are more
personalized and less restrained, resulting in higher stakes but also in greater risks
for those who actively engage in the political game and greater uncertainty for the
general public", (quoted in Boas 2001 :698). Consequently, in assessing power in
Africa, it would be erroneous to look at it through the lens of the West. As Boas
(2001:698) maintains, "life and politics ... in most sub-Saharan African states do
not conform to an institutionalized Western political system. Rather, like
international politics, politics in Africa are a game played out on a marginal site,
beyond institutionalized regulations in Western bureaucratic sense".

Bearing in mind the above, I now turn to analyze the neo-patrimonial system. The
term neo-patrimonialism is derived from the concept of patrimonial authority. In
patrimonial political systems, power is not necessarily exercised for the common
good of society but is rather self-serving, with leaders being more concerned about
their self-interest or the interest of their group than public welfare. Under this
system, authority is shaped by the ruler' s preferences rather than any codified
system of laws (Bratton and Van De Walle 1997:61 ; 1994:458). This being the
case, the ruler "ensures the political stability of the regime and personal political
survival by providing a zone of security in an uncertain environment and by
selectively distributing favors and material benefits to loyal followers" (Bratton
and Van De Walle 1997:61). In return for material rewards, followers or "clients"
are expected to mobilize political support for the incumbent leader and to refer all
decisions upwards as a mark of deference to the leader or patron (Bratton and Van
De Walle 1994:458).
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Just as in patrimoni alism, the right to rule in neo-patri monial regimes is ascribed
to an individual rather than an office. The difference, however, is that neopatrimoni alism occurs not in a traditional environm ent but within the context of a
modern state. It blends elements of the patrimoni al, traditiona l rule with features
of rational-b ureaucrat ic or modern rule (Alence 2004: 165; Taylor 2003; Gibson
2002:209 ; Bratton and Van De Walle 1997:62; 1994:458; Le Vine 1980:666).
Outwardly, the state has all the features of a Weberian rational-l egal system, with
a clear dichotom y between the public and the private realm, with written laws and
a constituti onal order (Van De Walle 2004:44). But permeatin g the entire formal
political and administr ation chain is a dense network of dependen t relationships.
At the apex of both systems is a leader (the "strongm an", "big man" or
"supremo "), who not only dominate s the state apparatus but also stands above its
laws (Bratton and Van De Walle 1997:62; Le Vine 1980:662). Officials occupy
bureaucra tic positions less to perform public services than to acquire personal
wealth and status (Van De Walle 2004:44; Bratton and Van De Walle 1997:62;
Bayart 1993 :70). In other words, office holders almost systemati cally appropria te
public resources for their own use. Political authority is maintaine d by the
allocation of state resources through clientelis t practices, including patronage ,
various forms of rent seeking and prebenda lism (Van De Walle 2004:44; Gibson
2002:209).

The neo-patrim onial system thus aptly describes the post-colo nial African state--a
state that has become a blend or mixture of both patrimoni al and bureaucra tic
logic (Boas 2001 :700), where everyone in an official capacity or power structure
has a network of reciprocal reinforce ment with subordina tes or superiors (Le Vine
1980:662). Indeed, this assessme nt of post colonial Africa is shared, by among
others, Villalon (1998: 13), who asserts that many African countries can properly
be regarded as ''prebendal or rentier states because resources are often allocated
)J

selectively to group(s) with preferenti al access to the state. Likewise , Jackson
(1987:527 -8) in more pointed terms argues that:

The state in Africa is ... more a personal- or primordialfavoring political anangemen t than a pubhc-rega rding
realm. Governmen t is less an agency to provide political
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goods such as law, order, security, justice or welfare and
more a fountain of privilege, wealth and power for a small
elite who control it. If there is a consensus among
political scientists it is probably that the state in Africa is
neo-patrimonial in character. Those who occupy state
offices, civilian and military, high and low, are inclined to
treat them as possessions rather than position: to live off
their rents---very lux,uriously in some cases--and use
them to reward persons and cliques who help them
maintain their power ( emphasis added).

Similarly, Bratton and Van De Walle (1997:63) contend that although neopatrimonial practices can be found in all polities, it has become, albeit with
variations across countries, a core feature of African politics running across at
least 40 countries. Le Vine (1980:659) advances the same view by stating that,
"legal-rational modes of governance which rely on impersonal bureaucracies are
an exception rather than the rule" (emphasis added). Likewise, Boas (2001) argues
that whilst the government may be able to extract and distribute resources, such
distribution is in effect privatized in that it is meant to benefit only a select few.
Political power instead of having the "impersonal and abstract character of legalrational domination, specific to a modern state, is personal [and] politics [have]
become a kind of business, because it is political resources which give access to
economic resources" (Boas 2001 :700). Similarly, Chabal ( 1992 :205) maintains
that the system of neo-patrimonialism predominates in most African countries
because "politicians conceive their own interests in communal terms. Their
success and failure is the success and failure of their families, their villages and
their communities". Communal interests usually do not mean interest for the
community at large but is limited to a cycle of close associates and family
members.

7.4.1 Features of the Neo-Patrimonial Rule

The neo-patrimonial system has at least three core features. These are
presidentialism, clientelism and the use of state resources. Presidentialism 1s a
system in which too much political power is conferred and vested in the hands of
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the leader, who becomes the ultimate and final authority on all matters of the state.
The leader is not constrained in the exercise of power by any legalities or any
system that might be meant to provide checks and balances. In a nutshell, the
exercise of power is absolute. Whilst formal institutions may exist, they are
without any real power and are in fact ineffective and purely symbolic (Van De
Walle 2004: 44; Bratton and Van De Walle 1997:65).

Over the years, a number of African leaders, both founding fathers and their
successors have demonstrated this form of leadership much to the detriment of the
socio-economic development of their states. K wame Nkrumah, who became the
first president of Ghana when the country attained independence from Britain in
1951, was one such leader. He was able to concentrate all power in his hands. He
personally awarded government contracts without reference either to the cabinet,
or agencies designated to carry out such functions. He had direct access to public
funds,

with no

adequate accounting and control machinery sufficiently

independent to subject his office to scrutiny (Bretton 1966:68). At the time
Nkrumah assumed the presidency, Ghana was one of the few states in Africa that
had a high per capita income. By the time of his overthrow in 1966, Nkrumah had
managed to run the country's economy into the ground. According to Cartwright
(1983:82), except for the fall in the world's cocoa prices, the country's slide into
the morass of insolvency, its "heavy foreign debts, rampant corruption, severe
inflation and a grossly distorted economic base" could be traced to Nkrumah's
regime.

Through extortion and bribes Nkrumah was able to accumulate substantial wealth.
Aware that numerous ministers and other leaders knew of his financial
manipulations, "[Nkrumah] allowed them, in the tradition of all political-machine
bosses, to engage in similar practices. In some instances he even encouraged or
invited them to become his accomplices, only to use his knowledge of their
transgressions to his own purposes" (Bretton 1966:70). Under Nkrumah, the
doctrine of separation of powers as enshrined in the constitution, existed only in
form. Effective checks and balances to contest his will did not exist. Equally,
substantive distinctions between the presidency and the cabinet, between those
two branches and parliament and between all three and the judiciary were wiped
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out (Bretton 1966: 107). This effectively meant that Nkrumah could do as he
pleased without the fear of being held accountable.

His attempts at encouraging FDI failed to attract investors to Ghana. In fact,
between 1957-1959, there was a net outflow of about US$22 million of capital
from the country (Cartwright 1983 :75). The uneasiness felt by investors was not
so much that there were no adequate investor protections or equitable treatment
but about doubts whether the protections offered to them were credible. Although
Nkrumah recognized the importance of soliciting foreign investment, he could not
"bring himself to abandon the symbolic fight against "imperialism " and the
capitalistic powers" (Cartwright 1983 :87). His assertions and rhetoric on the need
to limit Western economic control considerably contributed to the weariness of
investors about Ghana's economic policies and direction. It is this factor that
largely accounted for the mass exodus of investors from the country (Cartwright
1983:86).

Likewise, in Sierra Leone, under President Siaka Stevens who came into power in
1971, appropriations of public goods and other economic resources and the
plunder of the economy by political leaders had, by the ti1ne of his retirement in
1985, not only attained legendary proportions but had also demeaned or destroyed
every significant political and civic institution (Sawyer 2004:443). However, the
disintegration of Sierra Leone began earlier than 1971. It started at independence
in 1961 when its political process evolved a multiparty system of governance, at
the time an exception to single-party rule, which was maintained by patronage
'

networks that extended from the state house, parliament, down to the chieftaincies ,
sections and villages (Sawyer 2004:442).

Idi Amin who became the president of Uganda through a military coup in 1971 ,
provides another compelling example of arbitrary rule. Before being ousted from
office in 1979, Amin had managed to amass vast political power with virtually no
constraints or limitations against the exercise of such power. Like Kamusu Banda
of Malawi, he suspended the constitution and declared himself "President for life"
(Leefers 2004: 165). As part of his program of economic nationalization, decrees
were passed expelling all Ugandans, mostly of British-Asian origin, and
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expropriating assets and businesses of foreign investors. This process effectively
destroyed the industrial and commercial sectors of Uganda (Obwona 2001:50;
Leefers 2004: 166). Under Amin, money was regularly printed when the treasury
was empty, and economic advisors who openly expressed concern about such
conduct were executed (Leefers 2004: 169). Any foreign investor who wanted to
do business in Uganda had to be a naturalized Ugandan. Failure to meet these
rules was considered sabotage, punishable either by execution or deportation!
(Obwona 2001 :50). According to Obwona (2001 :51), FDI effectively became
outlawed at the time. This led to the business confidence in the country's
investment climate reaching its lowest ebb. Except perhaps under Museveni, other
post-Amin regimes largely on account of the Amin legacy also failed to attract
investors into the country (Obwona 2001: 51 ). However, like the Amin regime,
they became embroiled in grand corruption, and in the repression and execution of
political opponents (Leefer 2004: 170).

Similarly, even in the face of constitutional and legal safeguards, President Robert
Mugabe of Zimbabwe seems to enjoy absolute power. Faced with a deteriorating
economy requiring fiscal discipline, President Mugabe reportedly authorized
without prior parliamentary approval huge payments to war veterans. These
included a one-time payment (Z$50, 000), a monthly allowance (Z$2,000), and
free education and health care for the 60 000 war veterans to be made for their
wartime sacrifices. These payments were not budgeted for and so have plunged
the country, already facing economic hardships as a result of failed IMF structural
adjustment policies, into further economic crisis (Addison and Laakso 2003 :461;
Nyang'oro and Shaw 1998:30). These payments were followed by the country's
military involvement in the Democratic Republic of Congo's (DRC) civil war and
the government 's expropriation of large portions of land from white farmers to
relocate landless black people, all of which have affected the country 's economy
(Addison and Laakso 2003 :464, Maclean 2002:520).
Whilst the need for land redistribution may not have been in doubt25 , the
constitutional amendments that were made allowed the government to expropriate

25

It has been suggested that the expropriations were an electioneering manoeuvre motivated by fear of
a potential election defeat for Mugabe.
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privately owned land or farms without paying any compensation to land owners
except for certain improvements in the land. Through this conduct, President
Mugabe managed to destroy the vibrant agricultural sector, which hitherto had
accounted for 68 percent of Zimbabwe's gross agricultural output and 40 percent
of its export earnings (Addison and Laakso 2003 :459). In addition, some
commentators suggest that Mugabe further compromised the integrity of his
nation by inciting and abetting violence and flouting the legal system. Although
the government denied any involvement in the violent occupation of white farms,
army trucks and government vehicles were allegedly used to ferry war veterans to
occupy the farms. President Mugabe publicly backed the farm occupations and
criticized judges, who had ordered the veterans to leave the farms, as a 'foreign
cancer' (Addison and Laakso 2003 :464). In an attempt to hold onto power, the
government not only encouraged and applauded the violation of its own laws, the
illegal land invasions of white-owned farms, it also defied the courts' rulings
against such illegal actions and in the process succeeded in promoting an
atmosphere of uncertainty (Maclean 2002:520).

The conduct of the Zimbabwean government heralded the mass exodus of
investors from Zimbabwe and accelerated the already downward spiral of the
economy. This has led to acute scarcity of basic necessities such as food and fuel,
a significant diminution of foreign currency, an emergence of parallel markets, an
inflation rate currently estimated at 526 percent and high levels of unemployment
and poverty. It is now estimated that over 80 percent of the population is
unemployed and lives below the poverty line (Windrich 2002: 1187; BBC News
20 th November 2003).

The collapse of the . Zimbabwean economy is somewhat of a paradox given that
many economic experts in the early 1980s and even the early 1990s had
considered the country as a fulcrum on which the future of Southern Africa could
rest. But, the collapse of the economy and investor confidence in the country and
the plummeting of FDI inflows from a high of US$444 million in 1998 to a low
US$30 in 2000 (UNCTAD Press Release 2001) can squarely be attributed to poor
leadership. The actions of the Zimbabwean govermnent and Mugabe in particular,

164

were instrumental in creating and fomenting the socio-econo mic and political
conditions that have prevented and driven investments out of the country.

Apart from presidentiali sm, clientelism is another important aspect of the neopatrimonial system. Under clientelism, personal favors, resources or services are
allowed to a number of clients in return for political support (Taylor 2003; Bratton
and Van De Walle 1997:66; Le Vine 1980:662). In simple terms, clientelism is a
system or network in which patrons reward clients with positions that can be
converted into sources for the private accumulatio n of wealth (Villalon 1998: 13).
The arbitrary distribution of state resources to a select few is usually made
possible by a lack of clear-cut and legitimate delineation between what is public
and what is private property (Boas 2001 :702).

According to Taylor (2003), clientelism, effectively a form of corruption, is a
well-underst ood and accepted system in many African countries. In Nigeria, for
instance, there is according to Osaghae (1998 :21 ), a well-known saying that,
"there is nothing seriously wrong with stealing state funds especially if they [are]
used to benefit not only the individual but also members of his community. Those
who have the opportunity to be in government are expected to use the power and
resources at their disposal to advance private and communal interest".

Osaghae (ibid) contends that the widely held pre-independ ence attitude that the
colonial state was "alien", deserving of no obligations, and therefore that state
property could be legitimately taken for self-enrichm ent, explains the continued
plunder of government resources by officials. Attempts to deal with this problem
have been less successful because the state has come to be perceived by the
majority of the citizens as "a benevolent father Christmas who distributes the
' national cake' and the government "as a reservoir ·of free money" (Osaghae
1998 :22). As a result, the plunderers of the government treasury are excused on
the grounds that they have only "taken their share of the national cake"! (Osaghae
1998 :22). Attempts to uproot this practice have failed because leaders and officials
"are themselves guided by the same codes and reap huge benefits of political
legitimacy from them" (Osaghae 1998: 22), with many of those who speak vocally

165
I

against official corruption being co-opted into government. Osoba (1996)
describes the process of co-option as follows:

It would appear that the widespread and systematic use of
corrupt means by [Babangida] to 'settle' many actual and
potential critics rested on the impeccable pre-supposition
that if he corrupted enough Nigerians there would be
nobody to speak out on the issue of corruption or public
accountability ( quoted in Kraxberger 2004:416).

Similarly, in Mozambique, it has been argued that the state and its political
leadership has, post-Samora Machel, its first president, become dominated by
private interests. Hanlon (2004:755) describes the leadership as "a predatory elite
led by a group of people close to President Chissano who dominate some
ministries [and] who see the state as a means of acquiring wealth". This view is
also shared by Mia Couto (2002) who asserts that Mozambique is "a kingdom
where those who lead are gangsters [and] where an elite is using power in order to
emich itself' (quoted by Hanlon 2004:748).

The last thread of neo-patrimonialism involves the use of state resources to further
both political and personal ends. Under this strand of neo-patrimonialism, no
attempt is made to distinguish between public and private assets. Rather, public
assets are seen as an extension of the leader's assets. In Liberia for instance,
President Samuel Doe, allowed his closest associates to draw illegally from the
public treasury and to accumulate wealth by whatever means they could. Like his
associates, he appropriated to himself the entire timber industry and took personal
charge of the accounts of the forest resource establishment (Sawyer 2004:444).
Similarly, Bratton and Van De Walle (1997:66) allege that during his term of
office, President Ahidjo of Cameroon reportedly diverted large sums of money
from the country's oil revenues into his personal offshore bank accounts, to be
spent during the course of the year as he saw fit.

Likewise, after se1z1ng power 1n 1965, President Mobutu Sese Seko of Zaire
(now the Democratic Republic of the Congo) abandoned his promise to live on
his soldier's salary as quickly as his promise not to establish military dictatorship
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(Ndikumana and Boyce 1998:206; Huband 2001 :26). President Sese Seka ' s
control over the central bank allowed him to transfer money directly into his
personal accounts and secret budget lines. As president, he was able to erect an
institutional structure that allowed him rapid accumulation of wealth from foreign
borrowing and aid, as well as from the country ' s national resources (Ndikumana
and Boyce 1998:207).

Through exclusive ownership of companies, expropriations in the name of the
national interest, money laundering and illicit mechanisms such as kickbacks
from Zairian and foreign owned private businesses, President Sese Seka, his
family, business and political allies were able to secure effective monopoly
control in key sectors of the Zairian economy (Reno 1998: 154; Ndikumana and
Boyce 1998 :207). Under Sese Seka's leadership, Zaire became a country where
politics and greed were synonymous (Chabal 1998:216), and where the state
became a "parasite that [existed] on the nutrients of mineral revenue and the
product of the state ' s unfortunate inhabitants" (Clark 1998: 115).

Through his absolute control and ownership of the key sectors of the economy,
and reliance and acceptance of bribes, President Sese Seka effectively ensured that
there was no stable environment for foreign investment. In fact, Askin and Collins
(1993 :76-77) state that, "only a few foreign firms or individuals, particularly those
who promoted Mobutu' s political cause, received lucrative contracts; many others
found that they had to bribe Mobutu to do business in the country" (quoted by
Clark 1998:121). Throughout his rule, it is estimated that 60 percent of the annual
budget of Zaire was diverted into his personal accounts and those of his family
and close associates (Rowley 2000: 154). It is reported that in 1984, President Sese
Seka, unwittingly bragged on U.S national television that he was the second
richest man in the world with more than US$8 billion dollars in a number of
personal accounts at a Swiss bank (Rowley 2000 :154).
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7.5 The Role of the International Community in Sustaining and Maintaining
Poor Leadership in Africa

7.5.1 The Cold War Period

Until the end of the Cold War, many African dictators enjoyed the political and
economic backing of the international community. Depending on their strategic
importance, they were propped up by the United States of America (USA) or the
Union of Soviet Socialist Republics (USSR) during their Cold War rivalry (Sach
2005:189; Dunning 2004:410; Huband 2001:16; Young 1999:18; Ayittey
1992:265). This Cold War rivalry between the world's superpowers meant that
ideological rather than socio-economic concerns predominantly informed the
relationship between the world's superpowers and their African allies. According
to Ayittey (1992:266) the African continent became, "a theatre of blunders and
miscalculations in almost every quarter as African leaders on one hand sought
allegiance with either of the superpowers and on the other hand as the
superpowers competed for access, power and influence over African countries".
Not surprisingly, corrupt regimes were supported despite their record on human
rights violations, absence of democracy and good governance (Ake 1991:33).
Leaders who were perceived to be good were assasinated and replaced by corrupt
leaders. To quote Jeffrey Sachs (2005:189-190):

Western cold WatTiors, and the operatives in the CIA and
counterpart agencies in Europe, opposed African leaders
who preached nationalism, sought aid from the Soviet
Union, or demanded better terms on Western investments
in African minerals and energy deposits. In 1960, as a
demonstration

of

Western

approaches

to

African

independence, CIA and Belgian operatives assassinated
the charismatic first prime minister of the Congo, Patrice
Lumumba, and installled the tyrant Mobutu Sese Seko in
his stead. In the 1980s, the United States supported Jonas
Savimbi

in

his

violent

insurrection

against

the

government of Angola, on the grounds that Savimbi was
an anticommunist when in fact he was a violent and
corrupt thug ... The CIA had its hand in the violent
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overthrow of President K wame Nkrumah of Ghana in
1966.

Indeed,

almost

every

African

political

crisis-Sudan, Somalia and a host of others-has a long
history of Western meddling among its many causes.

7.5.2 The Role of Multinational Corporations

In addition to the support provided by the Western and Eastern blocs,
multinationa l corporations (MNCs) and international financial institutions have
also played a role in maintaining and shoring up poor leaders in office. Shell Oil
Company has recently admitted that it inadvertently fed conflict, poverty and
corruption in Nigeria through its oil activities (BBC World Edition News 18 th June
2004). Tellingly, the company has not made public a report compiled by a panel of
experts it had commission ed to look at its activities in Nigeria. Shell Oil Company
is not by any means an isolated case. A recent UN Report (2003) on the Illegal
Exploitation of Natural Resources and other Forms of Wealth of the Democratic
Republic of the Congo (DRC), has found, among other things, that multinationa l
companies trading or investing in the DRC have either directly or indirectly
contributed to the war in the DRC. This has been done through the supply of
ammunition to warring factions in exchange for mining concessions or contracts
more favorable (than they might have received in countries where there was peace
and stability) in areas held or under the control of such warring groups.

7.5.3 The Role of Financial Institutions

Alongside MNCs, international financial institutions have equally contributed to
maintaining poor leadership in Africa. For instance, in Zaire (present day DRC),
despite it being aware that funds were being channeled into President Sese Seko ' s
private accounts, the IMF not only continued to lend more money and to
reschedule Zaire ' s debts , it also urged donor governments to invest in the country
noting that the country had " one of the most liberal foreign investment climates in
Africa" (Huband 2001: 19; Ndikumana and Boyce 1998 :210). It is difficult to say
precisely why in the face of glaring economic mismanagem ent, the IMF actively
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promoted investments to Zaire. It may have been that the Fund had hoped that
with external assistance and investment, the country would be able to pursue the
reforms necessary for attaining sustainable development. Whatever the reasons, by
promoting investments into Zaire and continually extending financial support to
President Sese Seko' s regime, the IMF either knowingly or inadvertently
contributed to promoting and 1naintaining poor leadership in Africa.

7.6 The Donor Paradox

Claims that the donor community (such at the World Bank and IMF) has been
complacent in supporting poor leadership are not hard to substantiate. For
instance, Hanlon (2004:752) argues that even with its high levels of corruption,
Mozambique continues to receive more donor funding , much of which goes into
private bank accounts of political elites, the President's family and their close
associates. Hanlon (2004:760) maintains that despite this fact being known to all
the major donors, they have ignored the problem. This indifference by the World
Bank and the donor community appears to be motivated by their need to point to a
successful case in the implementation of their prescribed reform policies. As
Hanlon (2004:760) asserts:

A

symbiotic

relationship

has

grown

between

the

Mozambican predatory elite and the donors to maintain a
myth of the Mozambican success story .. . To point to
growing rural poverty is to say the emperor has no
clothes. The donors cannot afford to listen to this
message, because too much depends on the success myth.
Instead donors choose to 'work with' the Mozambican
predatory elite, who are allowed to rob and kill because
they satisfy donor's genuine priorities.

Although the claim that donors have and do support poor leaders may seem
uncontroversial, such a claim must be balanced against certain realities. First, the core
mandate of donor agencies is to give assistance to needy countries. This mandate
imposes a duty on donor agencies to make funding available. Second, although it may
be possible where there exist strong and independent NGOs to directly channel funds
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to them, strong NGOs in African states are often not present. Consequently, in
discharging their mandate, donors find themselves having to work with and within
structures that already exist in recipient countries. In the case of Africa, these are
mainly neo-patrimonial structures. Without the existence of alternative and viable
structures, donors are often faced with hard choices. Do they work with and within
the existing structures? Should they simply decline to assist a potential recipient
state? Can they find other ways of assisting recipient states while getting around these
neo-patrimonial structures? These are some of the many inherent difficulties that
must be taken into account in assessing the role of donors. In short, the difficulties
facing donors are that when they limit funding, they attract a barrage of criticism.
Outcries from African countries about donors' indifference to their plight can often be
heard near and far. Yet making funding available also generates loud criticisms. Thus,
the donor is damned if he does, and damned if he doesn ' t. But on closer scrutiny, it is
not donors that undermine Africa's development and poverty reduction objectives-it
is mainly the continent's neo-patrimonial structures.

7.7 The Neo-Patrimonial System and the Over-Centralization of Power
What is clear from the preceding sections is that political power in many African
countries is highly centralized and personalized. It is concentrated in the hands of a
few individuals, notably, a few bureaucrats and their political leaders. Although this
over-centralization of power can be attributed to a past colonial neglect, it can also
be found in countries such as Ethiopia that have never been colonized. Historically
too, in many African societies and communities, power has traditionally been
reposed in the hands of kings or tribal chiefs. Over-centralization of power has not,
therefore, been a feature limited to colonialism only. But what is significant about
colonization is that it was meant at least, at a theoretical level, to develop
colonies-to create capable and functioning states. But far from being an agent of
development, colonization became as we saw in Chapter 3, the principal instrument
of exploitation.

By the time of independence therefore, colonial neglect pervaded all layers of socioeconomic and political life. Faced with this problem, newly independent states had
to initiate and accelerate developments not by decentralizing power or adopting a
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laisse-faire approach to development. Just like in the colonial period, power
remained centralized. As Tordoff ( 1997: 14 7) states:

The expans10n of state activity, particularly in the
economic field, was ... necessary because of the weakness
of the indigenous private sector in a majority of African
states: neither the colonial power nor intrusive Western

economic institutions, such as commercial banks, had
created conditions in which African business enterprise
could prosper. The state itself became the main agent of
economic development (emphasis added).

As necessary as it was to centralise power in order to coordinate developments,
this over-centralization has had certain unintended consequences. First it placed
and conferred im1nense discretionary power or political authority on a few
individuals without proper checks and balances. Second by placing unrestricted
control and monopoly over state resources and how they are allocated in the hands
of a few individuals, it succeeded in engendering neo-patrimonial practices. As a
result, capture of state power provides not the means of serving national interest
but of unlocking and jumping onto the neo-patrimonial bandwagon.

7.8 The Importance of Good leadership in Promoting Foreign Investment

In a surprisingly rare admission, NEP AD concedes that whilst post-colonial Africa
may have inherited weak states and dysfunctional economies, poor leadership,
corruption and bad governance have made many African countries worse off
(Paragraph 22 NEP AD Base Document 2001 ). Although charismatic, many
African leaders have not been able to promote a sense of a common vision beyond
ensuring their own unrestricted access to national resources. As I argue in this
chapter, a political leadership that looks beyond its own self-interest can overcome
some of the impediments (whether structural or historical) to Africa's
development. In other words, leadership is not only important but also matters to
development. It matters to development because the acts of a leader often provide
a yardstick in terms of which a country is evaluated by donors or investors. It
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matters also because it impacts on the kind of policies that are adopted and the
direction that the economy takes.

As I argue, leadership, whether bad or good, will reflect either negatively or
positively on a state's socio-economic and political environment. A reputation of
efficiency and clean leadership ordinarily enhances rather than diminishes
prospects for increased foreign investment. However, a reputation for corruption
and bad leadership often has the opposite effect-it tends to create a climate of
uncertainty and risk that keeps investors away or directs them towards short-term,
speculative investment. Taken at face value, the Nigerian case study discussed in
Chapter 6 and alluded to again in this chapter, together with the Indonesian case
study discussed later in this chapter, would seem to qualify the proposition that
good leadership is essential to attract FDI. But as I argue, the Indonesian and
Nigerian experiences are unique in that investment in those countries has been
spurred by their huge oil reserves. Moreover, even though these countries have
attracted huge levels of FDI, such investment has not been put to productive use.
The wealth that has been generated has been concentrated in the hands of a few
and corruption has been institutionalized.

The hypothesis therefore, that leadership acts as a signal to investors about the
investment environment in a country and indicates in some way the extent to
which the government can be trusted to act judiciously still remains sound. Good
leadership pro1notes certainty in the conduct and exercise of government power
and boosts investor confidence in government. As Whiting (1998: 169) points out,
for private or foreign investors, trust in government is an important consideration
in deciding whether to undertake the risk of investing, particularly in relatively
immobile assets. According to Braithwaite (1998:52), the performance by another
that entails consistency, competence and reliability is likely to enhance the
development of a relationship of trust. Unless there are expectations or beliefs that
others will behave in a predictable manner which is not entirely devoted to selfinterest, trust will not be established (Thomas 1998:169). The problem in Africa is
that its leaders have not always been exemplary. At the heart of political power is
the neo-patrimonial system which creates both risk and uncertainty for investors.
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As Fukuyama (2004:67) notes, although charismatic leaders abound in many
developing countries, "they often lead patronage networks that bring the norms of
the surrounding society into the organization instead of creating a self-replicating
system of leadership with the modern state".

Consequently, the misuse of power by a public official for personal, professional
and organizational ends, erodes the trust on which the legitimacy of government
depends. According to Kass (1990):

Consistent violations by individual public agents, even if
done in the name of the republic's welfare, ultimately
raise the average individual's sense of vulnerability to the
great power he or she has placed in this entity and
adversely affects the legitimacy of both the agents
involved and the republication association ( cited by
Thomas 1998: 186).

Good leadership must not only be able to instill a sense of confidence and
certainty but it must also be able to build institutions that survive it and that
become less dependent on good leaders, which after all is rare. One way in which
leaders can do this is to focus on building trust in government as opposed to
personal trust in leaders. For instance, building trust in government can be
achieved through institutionalizing distrust. Institutionalizing distrust does not
mean cultivating distrust of institutions. It means simply the deployment of sound
principles of institutional design so that institutions check the power of other
institutions (Braithwaite 1988: 344 ). Distrust can be institutionalized in several
ways: (a) where there are strong international institutions which check the power
of the state from above; (b) where there are strong individuals able to stand up to
the state from below, and (c) through having a strong judiciary, ombudsmen ,
auditors, and parliamentary committees which are able to check state power from
within, and an independent media from the outside (Braithwaite 1998b: 362).
Building trust and confidence requires that there 1nust be effective checks and
balances in place. Without these, the credibility of government is greatly
compromised. As already pointed out, except in notably few cases, the African
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political leadership has done little to promote economic development, investor
confidence or trust. Poor leadership has in fact been instrumental in retarding
economic growth and driving away investors from the continent in places like
Zimbabwe and the DRC. Unless investors are confident about reaping the gains of
their investment at some future point, they would simply not invest. In basic
terms, the incentive to invest arises only when investors are assured that the host
government will not act in a manner that compromises their returns on investment.
Consequently, uncertainty over reforms, policy reversal or expropriation of assets
will diminish the attractiveness of making an investment. As the preceding
chapters and sections show, much of the history of Africa has been one of
uncertainty: social, economical and political. It is therefore not surprising that
despite offering huge returns on investment, the continent remains the least
attractive to FDI (UNCTAD 1999).

Even though poor leadership negatively affects the host country ' s investment
environment, its impact varies depending on the nature of the foreign investment
made. Investments made in the productive or manufacturing sector of the
economy are without doubt affected more by the lack of basic services or facilities
such as roads, electricity, efficient telecommunication , the provision of health
services, functioning institutions, the rule of law, a domestic market and skilled
labor. Regardless of the factors that may account for the lack of these facilities ,
their non-availability is usually made more acute by a leadership that is more
concerned with personal accumulation than national welfare. In neglecting to
provide these facilities such leadership makes foreign investment a costly and less
profitable undertaking. On the other hand, investments made in the mining or
extractive sectors of the economy may not be adversely affected by poor
leadership or collapsing economies. Such investments depend less on the existence
of a thriving economy or available infrastructure in the host state. They can import
their own capital and infrastructure and are predominantly geared at extracting and
exporting minerals to developed countries where these minerals are actually
processed.

As noted in Chapter 6, many African economies are reliant on the extraction of
natural resources. The continent is richly endowed with mineral reserves and ranks
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first or second in quantity of world reserves of bauxite, chromite, cobalt, diamond,
gold, manganese, phosphate rock, platinum-gro up metals (PGM), titanium
minerals (rutile and ilmenite), vanadium, vermiculite and zirconium (Coakley,
Mobbs, Szczesniak, Wilburn and Yager 2001: 1.1 ). As Table 7 .1 below illustrates,
mineral production accounts for a significant portion of the foreign exchange
earned by African countries. Its secondary industries (manufactur ing sector), in
contrast to East Asia, have failed to develop. According to the 2003 World
Investment Report, 30 of the 53 African countries that attracted higher FDI 1n
2002, had exports concentrated in the mineral sector (UNCTAD 2003 :34).
Table 7 .1. The role of Mineral Exports in Selected African Economies in 2001
Country

Value

of

Mineral

Exports (millions)

Minerals
percentage

as

a

of

total

Major Export

exports
Nigeria
Libya

$18 400

98

Crude Oil

11 000

98

Crude

Oil

and

natural gas
Algeria

18 000

95

Crude Oil , natural
gas,

and

petroleum
products
Equatorial Guinea

900

95

Crude

Oil

and

Methanol
Congo (Brazzav ile)
Sierra Leone

2500

90

Crude Oil

75

90

Bauxite, diamond
and titanium

Angola (I 999)

5630

89

Crude

Oil ,

and

Oil

and

diamond
Gabon

2100

86

Crude

manganese
Botswana

2210

85

Diamond,

nickel

and soda ash
Sudan

1430

84

Crude

Oil ,

petroleum
products and gold
Congo (Kinshasa)

1600

75

Diamond,
oil ,

crude

copper

and

cobalt
Zambia

590

68

Copper,

cobalt

and gemstones
Zimbabwe

720

42

Platinum,

gold,

nickel and lithium
South Africa (2000)

13400

41

Platinum,
coal .

gold ,

Aluminum,
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iron

ore,

and

ferroalloys
Madagascar

47

6

Chromite,

mica,

gemstone

and

petroleum
products
Uganda

70

11

Gold ,

cobalt,

columbium
(niobium)tantalum, tin and
tungsten
Kenya (2000)

195

11

Tron a,

fluorit,

gold, cement and
petroleum
products
Tunisia

595

9

Cement, fertilizer,
phosphate

rock

and zinc

Source: Table adapted from Coakley, Mobbs, Szxzesniak, Wilburn and Yager (2001) with
modifications.

As Table 7 .1 above shows, mineral resources provide a significant portion of the
external revenue (or foreign exchange) earned by two-thirds of African states.
Only in countries such as South Africa, Kenya, Madagascar , Uganda, Tunisia and
Zimbabwe is the share of mineral exports below 50 percent. South Africa has, for
instance, not only a strong mining sector but also developed manufacturing and
agricultural sectors. In countries like Kenya, the economy is powered both by the
manufacturing sector and tourism whilst in Madagascar agriculture provides the
mainstay that drives the economy.
As noted in Chapter 6, Africa' s resource wealth has been both a curse and a
blessing. The profitability and availability of these natural resources have made it
possible for some corrupt, repressive and unaccountable leaders to remain 1n
power. However, the problem of poor leadership has not been confined to
countries with rich mineral resources but has been widespread. For instance, there
have been autocratic regimes in countries such Kenya, Uganda, Rwanda and
Madagascar which do not have any significant mineral wealth.

Driven solely by corporate interests and profit considerations, some investors have
deliberately propped-up poor leadership in places like Nigeria and Zaire.
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According to Udombana (2003 :99), multinational corporations such as Shell,
Mobil, Chevron, Elf, Agip, Texaco and others keen on benefiting from the
exploitation of the oil in Nigeria, have supported and maintained successive
repressive and corrupt governments in Nigeria. Clearly for some multinational
corporations (MNCs), disorder and poor leadership are an asset to be exploited.
Dysfunctional leadership means that the wheels of government are greased simply
by corruption. This ensures that the government neither has the interest nor the
resources to monitor the activities of the MNC. Because unofficial payments from
MNCs are central in keeping poor leaders in power, this enables MNCs to
influence and dictate the kind of contracts they conclude with such leaders or their
states. Such contracts, which may have fewer or no regulatory burdens, may allow
MNCs to pay less tax to corrupt leaders than they would under a proper
functioning tax system. The contracts may also be so overwhelmingly one sided in
favor of these MNCs that they create no incentive for MNCs to abide by
international environmental and labor standards.

7.9 The Indonesian Case Study

Although I hold out good leadership as a key factor in attracting more FDI, there
are admittedly a number of countries, both in Asia and Africa, such as Indonesia,
China, Malaysia, Nigeria, and Equatorial Guinea that seem to question the
hypothesis being advanced in this study. In Asia, despite China's repressive and
authoritarian leadership, the country has, since launching market reforms in 1978,
succeeded in attracting massive inflows of FDI. In recent years, China has
surpassed some of the more democratic states such as the United States in
attracting larger inflows of FDI. In fact in 2002, with FDI inflows of $53 billion,
China overtook the .United States ($30 billion) to become the world's second
largest recipient of FDI after Luxembourg (UNCT AD 2003 :7). Currently, the
country accounts for a fifth of all FDI flows to developing countries (Gallagher
2003 :20; Sorensen 1991: 115). China and some of the countries highlighted above
would seem to confirm the hypothesis that corrupt, authoritarian leadership does
not necessarily deter FDI especially where the profits are large and investors are
able to find ways to minimize the risk. As the previous Chapter revealed, Nigeria
and Equatorial Guinea have been able to attract more FDI despite their records of
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questionable leadership. But what is peculiar in these countries is that despite the
high patterns of growth, the wealth has remained in the hands of a few individuals.
In some countries such as Indonesia, these high levels of growth could not be
sustained following the 1997-8 Asian Financial Crises.

Of the Asian countries discussed above, Indonesia provides an interesting
comparative case study in that like many African countries it had, at least under
President Surhato, a system close to neo-patrimonial rule. Power was highly
personalized and centralized in the hands of the president, corruption levels were
high and there were few institutional restraints on the power of the president. The
economy was dominated by the president, his family members, senior military
officials and a few close associates (Hadiz and Robison 2005 :227; Qodari
2005:81; Basri and Hill 2004:638; Ogus 2004:339; Temple 2001; Hill 2000a:131;
Bardhan 1997: 1325). However, even with this neo-patrimonial system, compared
to many African countries where the system has become entrenched, Indonesia
was able to register impressive economic growth rates at least until the 1997-8
Asian Financial Crises.

When General Surhato took power through a military intervention in 1966,
Indonesia was experiencing high levels of inflation which in 1965 stood at 600
percent. By mid 1966 inflation levels had peaked at 1500 percent, government
budgetary deficits were over 50 percent of the total government expenditure,
manufacturing accounted for less than 10 percent of GDP, illiteracy rates were
high and the country could not meet its debt service obligations (Hadiz and
Robison 2005:22i; Hill 2000b: 14; Temple 2001; Booth and Mccawley 1981:1).
During this time the country was considered by many to be a "basket case".
Prominent economists of the time, such as Higgins (1968:678), characterized the
country as a "chronic dropout" and concluded that, "Indonesia must surely be
accounted the number one failure among the major underdeveloped countries",
(cited in Hill 2000b: 1). By 1969, a different tale of Indonesia was emerging. The
inflation rate was down to 15 percent, literacy rates had improved, there were
massive investments in infrastructure and market oriented reforms were
introduced. The country was on its way to economic recovery. Institutions such as
the judiciary, although manned by people close to General Surhato, were relatively
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competent and independent (Basri and Hill 2004; Hill 2000b; Temple 2001 ). By
the late 1980s, the country was not only being classified among the select group of
developing countries destined to become shortly newly industrialized economies,
it was also being held out as a model among the OPEC group of how to invest oil
revenue effectively, and how to alleviate poverty (Hill 2000b: 3-4).

At least prior to the 1997-98 Asian Financial Crises, several factors which were
responsible for the phenomenal transformation of the Indonesian economy
included: political stability, improvement in agricultural production, macroeconomic stability, trade liberalization, the growth of the manufacturing sector,
increased FDI levels and the export of oil and gas (Hill 2000b; Temple 2001 ).
(

Whilst natural resource wealth in Africa has mostly been a curse, it is surprising
that despite his propensity to self-enrich, General Surhato was able to transform
the economy rather than destroy it. Why did he do this? Could it have been that his
political authority depended on a thriving economy or could it have been that
despite his level of corruption, he had a socio-economic vision for the country that
went beyond his narrow self-interests? Or could it be that Surhato was a
transformative leader with a grand vision for Indonesia whilst many African
leaders are simply managers, content with the status quo and interested only in
personal benefits?

For the

purposes of this thesis, what are the lessons to be drawn from the

Indonesian case-study? Surely it is not that good leadership does not matter to
development! Rather, it is that even though leadership is capable of making
productive use of FDI even in a neo-patrimonial system, the latter is a fragile basis
on which to build an economic system. Since the 1997-8 Financial Crises,
Indonesia has found. it exceedingly difficult to recover from its collapse unlike
other states which suffered from the same crises.

7.10 The Significance of Good Political Leadership

Whilst the Indonesian case-study appears to support the view that poor leadership
is a deterrent to FDI inflows, properly considered, it shows that good leadership
matters to productive use of FDI. No doubt, corrupt leadership can attract FDI, but
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such investment is not sustainable nor does it lead to long term growth. As the
experiences of Ghana, Zimbabwe, Uganda, the DRC and Liberia among others
bear out, poor leadership has been and continues to be, one of the factors that
contribute to Africa's underdevelopment. Without good leadership it becomes
almost impossible to enhance or promote investor confidence and trust in
government and the investment environment it purports to offer. Nelson Mandela,
who became the first democratically elected leader of the post-apartheid South
Africa, typifies an example of good leadership. Until the early 1990s, as a result of
international campaigns against apartheid, FD I inflows to South Africa were
limited. The lifting of bans on political parties in 1990, the subsequent holding of
democratic elections in 1994 and the assurances given to investors to allay fears of
of expropriation of private assets (which assurances were perceived to be credible)
saw a massive increase in the levels of FDI into the country. Averaging US$46
million per annum before 1994, these inflows rose rapidly thereafter to reach
US$1. 861 billion per annum by 2002 (Gelb and Black 2003: 180).

As difficult as it may be to gauge or measure precisely how the Mandela effect
contributed to FDI inflows into South Africa post 1990, it is his exemplary and
good leadership that contributed to those feelings of investor confidence that
Keynes and other economists say lie at the heart of all market systems. But on a
purely speculative basis, it is possible to argue that with the dismantling of
apartheid, the holding of democratic elections, South Africa would still have
witnessed the same levels of investor confidence irrespective of whether it was
Mandela or someone else in power. But this can only be a speculation. What we
know for certain, however, is that Mandela made a difference.

Likewise, Sir Seretse Khama and his successor Sir Ketumile Masire can be cited
as exceptional leaders who contributed immensely to Botswana's current
economic success. In fact Henderson (1990:27) argues that much of Botswana's
success can be attributed to the caution, guidance and political acumen of Seretse
Khama who was able to prevent South Africa's attempts at extending its political
control over the country. At the time Sir Seretse Khama assumed the presidency in
1966, Botswana was one of the poorest countries in the world with virtually no
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economic, social and even institutional infrastructure (Harvey and Lewis
1990: 15). Henderson (1990:43) describes the country then as:

A ramshackle collection of different districts loosely held
together. .. by an under-financed administration and united
economically by little more than poverty and drought.

At independence in 1966, the country's per capita income was no more than
BWP60, which would be an equivalent of roughly US$80 today (Republic of
Botswana, 2004). There was no private sector to drive the economy and the
burden of stimulating the economy was entirely shouldered by the government. To
address its developmental challenges and the lack of investors, the country had to
rely more on foreign aid and the goodwill of the international community. The
country's leadership became the driving force in its attempts to secure more aid
and to woo foreign investment. Henderson (1990:44) captures the difficulties
facing the country at the time and the role its leaders played as follows:

Botswana goverrunent with the help of Masire [the then
vice president] was turned into an efficient aid gathering
machine with both Masire and Seretse undertaking
grueling international schedules in support of bids for
foreign aid and foreign investment needed to ensure that
mining developments, crucial to the establishment of a
domestic revenue source, were realized.

From nothing at independence, the country is now considered the richest non-oil
producing country in Africa (Republic of Botswana 2004) and has been classified
by the World Bank as an Upper Middle Income country with a per capita GDP of
1nore than US$ 6000 .(Taylor 2002). Foreign reserves currently stand at BWP 29.9
billion (an equivalent of about US$ 6 billion dollars) (Botswana Budget Speech
2003). Several factors help explain the country' s rapid economic growth. First,
unlike many African countries that rushed to localize government positions and
nationalize foreign assets, the country relied heavily on expatriates, took expert
advice and actively sought foreign investors (Stiglitz 2002:37; Acemoglu, Johnson
and Robinson 2003:101).
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Second, although there were different tribal groups, these were largely
homogenous from an ethno-linguistic standpoint, a factor that helped promote a
sense of national unity (Molutsi 2004: 163; Acemoglu et al 2003: 106; Modise
1999: 95). Thus, compared to countries like, Rwanda, Zimbabwe, Sudan and
Uganda, the country did not go through a period of war as a result of differences in
ethnicity or religion (the country being predominantly Christian). By contrast,
countries like Nigeria, (which has over 250 ethnic groups and two major and often
antagonistic religions) have had to deal with both ethnic and religious conflicts
between Christians and Muslims (Kraxberger 2004:416).

Third, the discovery of diamonds was instrumental in the country's economic
growth (Sentsho 2005 :93; Molutsi 2004: 171; Taylor and Mokhawa 2004:262;
Stiglitz 2002:37; Acemoglu et al 2003:102; Modise 1999:79; Tsie 1998:9). But
perhaps more significant than just the discovery of minerals was the government 's
policy of vesting all mineral rights in the state irrespective of the tribal territory
where they were found (Acemoglu et al 2003:106). This was crucial in that it
eliminated tribal conflicts over the control and ownership of such minerals.
Fourth, good economic policies were pursued in addition to putting the necessary
institutions in place and having a relatively efficient and honest bureaucracy
(Acemoglu et al 2003:83; Tsie 1998:13). Fifth, fiscal discipline was adhered to.
Only government projects that were approved and budgeted for were undertaken
(Sentsho 2005 :99; Modise 1999:95). In addition, by underestimating revenue from
diamond sales and restraining government expenditure, any resulting extra
government revenue was converted into foreign reserves (Sentsho 2005 :99).

The temptation to attribute the country's economic success solely to the discovery
and subsequent mining of diamonds in the mid 1970s whislt great, would do
injustice to the significance of other factors in this success story. As Table 7.1 in
the preceding section shows, many African countries have been blessed with
natural resource wealth and yet this wealth has been more of a curse than a
blessing. No doubt, the dominance of diamonds in Botswana' s success has been
significant but so too has the country's leadership. According to Taylor (2002), it
was Khama' s legitimacy (drawn fro1n his position as former chief of the dominant
Tswana tribe), charismatic leadership, and his integrity that helped shape the
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system of governance established post 1966. What has set Botswana apart from
other African countries has been the fact that the political leadership and emergent
national elites at and post independence have avoided pursuing narrow selfinterests at the expense of the public good. Tsie (1998:13), states that the emergent
national elite:

Became conscious of the fact that its interests would be
better served by private capitalist accumulation rather
than state capitalism because ... the state itself was in dire
financial problems
therefore

be

the

at independence and could not
sole

means

of

accumulation.

Consequently, this class did not necessarily see the state
as a source of self-enrichment.

More importantly, the post-independent leadership was able to guard against state
capture by interest groups with its commitment of developing the country going
'beyond the interests of a particular faction of the ruling petty bourgeoisie to
embrace broad capitalist interest' (Tsie 1995 :66 quoted in Taylor 2002). It would
appear that the leadership that came to power had a higher, broader goal or social
vision that went beyond their own narrower individual interests. This was
extraordinary given that when the Botswana Democratic Party (BDP) came into
power in 1965, it did so as a party of large cattle owners. Both the President and
Vice President were known cattle barons (Acemoglu 2003: 104; Holm 1999: 102;
Holm and Molutsi 1992:90). Rather than being captured by the special interest of
large cattle owners, the bureaucracy was allowed to determine, expand and mould
state policies and to operate sufficiently independently of political interference or
special interest (Holm 1999: 100; Holm and Molutsi 1992:90). Although at the
expense of democratic accountability, capture by interest groups was avoided by
informing rather than consulting them on government policies. As Brautigam
(2000:22) states:

Rather than responding to interest group pressure, the
government in Botswana tended to make its own analyses
and then build support for shifts in a long-term strategy
geared toward

maintaining

its generally impressi ve
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economic performance. Interaction with the public was
intended more to inform, instruct and persuade ( cited in
Taylor 2002, emphasis added).

In short, the leadership that came into power in 1965 was more concerned with
developing the impoverishe d country than advancing and securing personal
interests or benefits. At the core of government was a small cadre of
developmen tally determined senior politicians and bureaucrats who enjoyed the
support of the President and Vice President (Leftwich 1995). In this respect, by
adopting a developmen tal approach, rather than succumbing to the demands of
special interests, Botswana was able to shake the shackles of patrimonial rule so
common in 1nany African countries.

Despite its good leadership and the existence of a relatively excellent socioeconomic and political environment , the country has not been able to attract high
levels of foreign direct investment. A number of possible reasons n1ay be offered
to explain this phenomenon . These include the fact that with the end of apartheid
and the lifting of political-eco nomic sanctions against South Africa, many of the
companies which had moved from South Africa are now heading back to the
country to take advantage of its larger market, sophisticated infrastructure and
relatively low investment costs (Kebonang 2003c:5). Secondly, with other
countries in the region opening up to FDI through privatization projects and
projects in natural resource or their process, they may have become more
attractive foreign investment destinations (UNCT AD 2003 :7).

In contrast, both Nigeria and Angola continue to receive more FDI despite their
history of political instability and questionable leadership. It is not however
difficult to see why these countries have been successful in attracting more FDI.
Both have huge oil reserves where significant returns on investment have
outweighed concerns of poor leadership (Asiedu 2002: 113). Meanwhile, thanks to
poor leadership, Zimbabwe's economy today lies in total ruin. Commercial
activity has come to a halt, investors have fled, foreign currency reserves have
been exhausted and over 400,000 farmer workers and their families have lost their
employment and wages (Rotberg 2000:54).
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Despite the decline in FDI levels (see Table 7.2 below), for a landlocked country
with a small population of 1. 7 million people and fewer comparative advantages,
Botswana has done remarkably well in terms of economic development . In stark
contrast, Nigeria with a population in excess of 100 million people, vast oil
reserves and huge FD I inflows, remains one of the poorest countries in the world.
No wonder Botswana is often referred to as the "African miracle" and Nigeria as
Africa's "sleeping giant". What is significant about both Botswana and Nigeria is
that they confirm the hypothesis that good leadership is fundamental to unlocking
the productive potential of FDI.
Table 7.2. FDI in Botswana compared with SADC and LDCs, 1975-2000 (percent)
ITEM [Botswana's position relative to]

SADC

and

LDCs

1975

1990

2000

1975 1990

GDP

0.6

2.7

3.3

0.5

2.4

2.4

FDI stocks

2

9

1.7

30

16

4

FDI Flows (5yrs)

60

32

1.5

15

12

1.5

2000

Source: UNCTAD (2003b ), Investment Policy Review, Botswana

Regardless of its investment setbacks, Leftwich (1995) and Taylor (2002), argue
that Botswana can indeed be regarded as a "developme ntal" rather than a
patrimonial state. Leftwich (1995) defines a "developmen tal" state as a:

State whose politics have concentrated sufficient power,
autonomy and

capacity at the centre

leadership]

shape,

achievement

to
of

pursue

explicit

and

[bureaucratic

encourage

developmental

the

objectives,

whether by establishing and promoting the conditions and
direction of economic growth or by organizing it directly
or a varying combination of both.

To qualify as a development al state, the state must have at least three essential
features: (a) it must be endowed with a professional , disciplined and skilled central
administratio n (b) the state must not only rely on coercion but must have a degree
of popular legitimacy throughout the national territory and lastly (c) there must be
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a deep political commitment to economic growth (Gyimah-Boadi and Van De
Walle 1996:214).

In many ways, one can argue that good leadership has been one of the key factors
in Botswana's development. The political leadership that came to power at
independence could have so easily pursued narrow self interests instead of
mobilizing capital resources to provide for the necessary infrastructure (both
social and economic) needed to promote FDI and national welfare. As Harvey and
Lewis (1990: 15) put it:

Despite more than eighty years of British rule, Botswana
inherited very little in 1966: very little infrastructure and
very few people with education, training, or experience
except that provided by traditional activities and low level
work

in

South

African

mines

and

farms ... until

independence ... the country had no capital city, nor even
the benefits of the small spending power of the colonial
administration.

Today, the country boasts of a relatively well managed and thriving economy, a
modern infrastructure and high literacy rate, all of which are important in
attracting FDI. Government officials including those in the upper ranks of the
bureaucracy, cabinet ministers, close associates and relatives of the President
implicated in corruption or abuse of power have either been prosecuted or forced
to resign from office (Durham 1999:201; Parsons, Henderson and Tlou 1995:380).

The remarkable transformation of Botswana's economy unquestionably required
an unwavering commitment by leaders to public welfare. In singling out Botswana
as a success story, one is immediately confronted with the need to explain how the
country was able to avoid being ensnarled by the neo-patrimonial system so
common in Africa. Were the country's leaders inherently virtuous or altruistic? It
is difficult to tell. Perhaps a more plausible explanation for the country's success
can be attributed to the fact that minerals were discovered and mined after
independence.

With no

immediate prospects

of economic prosperity

at

independence, the only commodity that the country could exploit was one of good
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leadership. With nothing other than reliance on Britain for official grants to keep
the government going, this environment profoundly limited the possibility of a
strong and vibrant neo-patrimo nial system developing. As I argue, it was the
country's impoverishe d state at independenc e which provided an environment that
enabled good leadership to develop and to be fully entrenched in the socioeconomic and political life of the country before the neo-patrimo nial system could
gain some foothold on how the government operated.

7.11 Good Political Leadership as a Model of General Leadership

Notwithstan ding the focus on political leadership, this chapter recognizes that
without a complimenta ry bureaucracy , good political leadership on its own may
not be a sufficient signal to investors. If the bureaucracy is captured by personal
interest, little can be achieved even with a well-intentio ned leader at the helm of
government. This is because the responsibilit y for implementin g government
policies falls squarely on the shoulders of the public or civil service 26 . As
Braithwaite (2004: 139) points out, "the bureaucracy [is] the pathway for the
implementat ion of goals set down by government" .

Unless the bureaucracy is honest, efficient and relatively free from capture by
private interests, little economic growth will be achieved (Rodrik 1996:21 ).
Efficiency particularly when it relates to foreign investors, requires in part, that
there should not be too many bureaucratic hurdles in doing business. Too many
procedural and administrativ e requirements (or red tape) prolong and delay the
immediate setting up of businesses. Whilst domestic investors may have no choice
but to comply and fulfill all the necessary procedural requirements , foreign
investors may not have the same patience. In fact, more often foreign investors
have a choice as to where to make their investments and can easily move to other
destinations. A recent study by Emery, Spence, Wells and Buehrer (2000) on the
26

During the Mobutu Sese Seko's regime, goverrunent ministers and civil servants looted what they
could by forcing people to pay bribes. Attended by a few soldiers, ministers went to their offices only
to collect bribes from those seeking contracts, permits or exemptions. Outside in the streets policemen
watched for minor infringements of the law to collect more bribes. See Dowden, R (2004). "The State
of the African State", New Economy, 138-143
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investment obstacles in Africa points to the unnecessary procedural bottlenecks in
doing business in Africa. The study reveals "when added together, this whole
maze of often duplicative, complex, and non transparent procedures can mean

delays of up to two years to get investment approved and operational" (emphasis
added).

An efficient and honest bureaucracy also requires political support. Poor political
leadership may demoralize a relatively clean and efficient civil service. On the
other hand, a relatively clean and good political leadership can be a beacon of
hope and may have a trickle-down effect on the entire bureaucracy, promoting
good leadership not only at the top but also at the bottom echelons of government
and society. To promote investor confidence or trust, it is vital that both the
political leadership and bureaucracy must be able to use their positions of public
trust responsibly. Further, good leadership (both political and bureaucratic) can
serve as a model for the private sector in doing what is right. Through a trickledown effect, business executives of both domestic and multinational companies
can be encouraged to emulate the national leadership in the conduct of their
business activities by adhering to transparent and ethical business standards.
Conversely, when the political leadership lacks integrity and is susceptible to
corrupt practices, the business community may be encouraged, in concert with
political leaders, to engage equally in fraudulent business practices, thereby
perpetuating poor leadership and mismanagement. Thus, good leadership is
important in inculcating norms about what are acceptable behaviours. As
Fukuyama (2004:66) states, "leaders create norms not just by promulgating rules
and regulations but also by the force of their example and personalities".

7.12 Conclusion

Contrary to the assertions by the cultural determinist that leadership is not a
crucial factor, what the case studies in this chapter show is that leaders do matter.
They can be agents for good or agents for bad. Not only do they have the power
but also the opportunity to influence their environment. The actions they take and
the goals they pursue have a direct bearing on their country' s well being. Indeed,
from the case studies discussed in this chapter, several propositions (summarised
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in Table 7.3 below) can be made about the relationship between leadership and
FDI.
Table 7.3 Leadership and FDI: Key Propositions
Proposition

Case Evidence

I.Good leadership is not necessary to attract

Nigeria, Indonesia, Equatorial Guinea, Zaire

FDI

(now DRC)

2.Good leadership is not sufficient to attract

Botswana

FDI

3.Conupt leadership and neo-patrimonial and

Nigeria, Indonesia, Zaire (DRC), Equatorial

mineral resources will attract FDI

Guinea

4.Corrupt leadership and neo-patrimonial and

Shell Oil company and Nigeria, Equatorial

mineral resources attract foreign investors

Guinea, Indonesia, Zaire

prepared to work with corrupt practices and
help perpetuate poor leadership

5.Good

leadership

1s

necessary

for

the

Botswana, South Africa

developmental state and the productive use of
FDI

6.Cmrupt

leadership

and

neo-patrimonial

Indonesia

system may attract FDI, but this is not a
sustainable system that can survive financial
cnses

7 .Good leadership is key to getting African

Botswana, South Africa

states out of the 'resource curse ' and build
developmental states

As this chapter distinctly shows, power and the manner in which it is exercised in
Africa is coloured by neo-patrimonial considerations. This neo-patrimonial system
which pervades across Africa's entire socio-economic and political landscape has
become a core feature of political authority in the continent. So entrenched is this
system that it has become both a conscious and an unconcious consideration in the
decision-making process of many governments and leaders in Africa. Ironically,
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although the system leads to the depletion of national resources and is therefore
not sustainable in the long run, those who participate and benefit from it have an
incentive to keep it going. As this chapter demonstrates this is an absurdity given
that the neo-patrimonial system creates uncertainty in the economic climate,
undermines growth and adversely affects business confidence. Except in a few
exceptional cases, the neo-patrimonial system pushes out rather than pulls in
investors. But Africa needs to draw in more investors if it is to develop.

Addressing neo-patrimonial practices, which have now become a feature of
Africa's daily life, would require good leadership committed to national welfare.
This kind of leadership is needed not just at national but at regional and
continental levels as well. This also calls for the international community, the
donor com1nunity and multinational corporations to be exemplary in their dealings
and activities in the continent.

Lastly, even though good leadership may not be the sole or decisive factor in
promoting FDI, it provides an important signaling device to investors who would
not ordinarily invest in the absence of such leadership. Even for other types of
investors, good leadership builds confidence and allows them to make long-term
business decisions. Good leadership also ensures that economic benefits are
properly harnessed and put to productive use. Through its African Peer Review
Mechanism, NEP AD can ensure that not only are good socio-economic policies
adopted by states but also that African leaders are held accountable for their
individual actions . In the next chapter I look at the peer review mechanism and the
part it can play in promoting good political leadership in Africa. The peer review
mechanism is the first real attempt to address the leadership issue in Africa.
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CHAPTERS
NEP AD AND THE AFRICAN PEER REVIEW MECHANISM

8.1 Introduction

Whilst I have demonstrated in the earlier chapters (see Chapters 3 and 6) that
Africa's lack of development can be attributed to structural factors, I have equally
argued in the preceding chapter that the continent's lack of development also
stems from a general failure of Africa's political leadership. In particular, I have
suggested that one way of promoting good leadership and thus signalling to
investors that there is more to Africa, lies at least at the continental level, with the
successful implementation by NEP AD of its African Peer Review Mechanism
(APRM). In this chapter, which is divided into two parts, I begin in Part 1 by
briefly explaining the concept of peer review, I then consider five known working
peer review mechanisms- the World Trade Organisation-Trade Policy Review
Mechanism (WTO-TPRM), the International Labour Organization' s Enforcement
System, the Organisation for Economic Co-operation and Development (OECD)
Peer Review Mechanism, the International Monetary Fund (IMF) Article IV
Consultations and the G8 Financial Action Task Force on Money Laundering. I
then inductively identify principles that could be said to constitute a good peer
review mechanism. In Part 2, I do the following: I describe the African Peer
Review Mechanism (APRM); analyse its justification; highlight the contending
views on it; compare it to the five existing peer review mechanisms listed above;
and evaluate it against the identified principles of a good peer review mechanism
established in Part 1, before concluding.

Part 1
8.2 The Concept of Peer Review

Despite the importance of peer review and its widespread use, there is surprisingly
scant literature on the subject. The concept of peer review has its origins in
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professional bodies and involves two broad areas: the evaluation of proposals and
projects by experts and monitoring of state compliance with a provision of a treaty
(Ngamau 2004:540). It involves a systematic examination and assessment of either
the performance or practices of a state by other states (peers) or designated
institutions (OECD 2003; Pagani 2002; Kotze and Steyn 2003; Kanbur 2004). The
goal of such reviews is to assist countries being reviewed to improve their policymaking capacities, adopt best practices and comply with established standards and
norms. In many ways, a peer review is a discussion among equals and "not a
hearing by a superior body that will hand down a binding judgement or
punishment" (OECD 2003). By their nature, peer reviews are conducted on a nonadversarial basis and rely heavily on mutual trust among the states involved, as
well as their shared confidence in the process (OECD 2003; Kotze and Steyn
2003; Pagani 2002). The existence of these factors ensures that peer review creates
through this reciprocal evaluation process, a system of mutual accountability.

The success or effectiveness of peer review depends in large measure, on the level
of influence or persuasion that other peers may exert on the country being
reviewed. This form of influence or persuasion, known otherwise as "peer
pressure" (Pagani 2002; Kanbur 2004), may be executed through a set of
recommendations; informal dialogue; public scrutiny; ranking among countries as
to their levels of compliance; and through domestic public opinion or pressure
(Pagani 2002).

8.3 The Five Review Mechanisms
In this section, I consider five known peer review mechanisms, namely, the WTOTPRM, the ILO Enforcement System, the OECD Peer Review Mechanism, the G8
Financial Action Task Force and the IMF Article IV Consultations in an attempt to
identify elements or principles that would constitute a good peer review
mechanism.

Surprisingly, although the above review mechanisms have been in existence for
some time, they have not captured much academic attention nor have they in their
own right been the subject of any systematic study. Only two articles, one by
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Keesing ( 1997) and the other by Evers (2003) come close to criticizing the WTOTPRM. Even then, they do not offer much in terms of a critique of the actual
TPRM process. Rather the critique seems to be more about the end product of the
reviews. For instance, the article by Keesing (1997) simply highlights the need to
publish WTO-TPRM reports promptly and to ensure that they are widely
distributed and available to a majority of people and not just a select few, notably
WTO or state officials. The article by Evers (2003), on the other hand, is simply
an extension of the arguments raised by Keesing. In her article, she argues that the
TPRM needs to be reoriented towards a domestic audience rather than be overly
concerned with other Members' need to know, for purposes of the conduct of
international trade (Evers 2003: 12). In her view, a domestically oriented trade
policy review will provide better prospects for reform in a pro-poor direction, as it
will be based on a wider set of concerns than the Geneva-based Trade Policy
Review. Such an approach would also help institutionalise local understandings of
the WTO Agreements and provide a framework for understanding the implications
of new trade rules for different stakeholders (Evers 2003: 12).

Except for the two papers above, it would appear that many of the writings on the
review mechanisms are one dimensional: they have been limited mainly to an
assessment of how states fare in relation to the reviews carried out by these
multinational organizations without any corresponding assessment of the
mechanisms themselves, their strengths, weakness, failures or successes. The
underlying assumption seems to be that these reviews work well and that instead
what must be assessed are state practices! A number of papers usually published
following the WTO-TPRM assessments bear testimony to this fact. For instance,
the paper by Milner (2004) on Trade Policy in Burundi is an assessment of the
trade reforms undertaken by Burundi following the 2003 WTO Trade Policy
Review of the country rather than an assessment of the WTO-TPRM itself. This is
equally true in relation to papers by, among others, Athukorala (2002) which looks
at Malaysian trade policy reforms following the 2001 WTO Trade Policy Review;
Head and Ries (2004) which evaluates Canada' s reforms following the 2003 WTO
Trade Policy Review and Berlinski (2000) which considers the 1999 trade reforms
by Argentina.
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Nonetheless , the purpose of this chapter is to understand how the five review
mechanisms work and to see if there are lessons that are relevant to making the
African Peer Review Mechanism work.

8.4 The World Trade Organisation Trade Policy Review Mechanism

The World Trade Organisation Trade Policy Review Mechanism (WTO-TPRM )
was established in 1989 on a provisional basis under the General Agreement of
Tariffs and Trade following the December 198 8 Montreal Mid-Term Review of
the Uruguay Round. It became a permanent feature of WTO when the latter
organization was created in 1995 pursuant to the Marrakesh Agreement (Zhang
2003; Matsushita, Schoenbaum and Mavroidis 2003; Evers 2003; Francois 1999;
Keesing 1997).

The TPRM, which is simply a collective review process of the WTO, aims to
monitor trade policies and practices of the WTO member states. Its intended
purpose is to contribute to an improved adherence by all its members to rules,
disciplines and commitment s made under the WTO in order to enhance the
s1nooth functioning of the n1ultilateral trading system (see Annex 3, WTO
Agreement; Athukorala 2004: 1297; Zhang 2003 :407; Evers 2003 :4; Frischmann
2003 :783). This is to be achieved by promoting greater transparency in, and
understandin g of, the trade policies and practices of member states. In carrying out
its mandate, the TPRM is not intended to serve as a basis for the enforcement of
specific obligations under the WTO Agreements or for dispute settlement
procedures, or to impose new policy commitment s on members (Annex 3 WTO
Agreement; Zhang 2003:407; Evers 2003: 4; Frischmann 2003:784). Dispute
settlement procedures are provided under the Dispute Settlement Understandi ng,
Annex 2 of the WTO rules.

8.4.1 The Review Process under the WTO-TPRM
Under the TPRM, the responsibility of carrying out trade policy reviews is left to
the Trade Policy Review Body (TPRB). Essentially, the TPRB performs two basic
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functions. First, it examines the impact of Members ' trade policies and practices
on the multilateral trading system. Second, it increases the transparency of
members' trade policies and practices (Annex 3, WTO Agreement). Essentially,
the TPRM is a transparency review mechanism.

The frequency of reviews under the TPRM depends on a member' s share of world
trade. The first four me1nbers with the greatest shares of world trade are reviewed
every two years (presently the EU, USA, Japan and Canada), the next 16 every
four years and all others every six years (Annex 3, WTO Agreement; Athukorala
2004; Evers 2003; Francois 1999; Keesing 1997). However, longer periods may
be set for Least Developed Countries. In exceptional circumstances, a member
may after due consultation be requested by the TPRB to bring forward its next
review if changes to its trade policies and practices are likely to impact
significantly on its trading partners (Annex 3, WTO Agreement).

For purpose of carrying out its reviews, the TPRB relies on two reports:

a) the country report [now called the policy statement], prepared and supplied by
the member under review, which spells out its trade policies and practices; and

b) the Secretariat report, drawn up by the Secretariat based both on the
information available to it and that provided by the 1nember being reviewed
(Annex 3, WTO Agreement).

Once the reports have been prepared, a meeting between the TPRB and the
member being reviewed is held to discuss the reports. Following these discussions,
the reviews, including the two reports and meeting material are promptly
published by the WTO Secretariat. Between reviews, members are expected to
provide brief reports on any significant changes in their trading policies (Annex 3,
WTO Agreement).

Although the reviews under the TPRM are not meant to enforce any specific
obligations or impose new commitlnents, they serve to provide information and
play an important transparency role on the basis of which the WTO can monitor
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the behavior of member states (Zhang 2003: 391; Francois 1999). The information
supplied by member states, which becomes available to others, reduces the
information costs of both the WTO and other member states. Such information
and indeed the results of the reviews also provide "ammunition" for trading
partners to use in demanding changes in the policies and practices of the country
reviewed (Keesing 1997). Simply, the information made available through these
reviews can trigger other implementation mechanisms such as supervision or
enforcement, especially when the information reveals some WTO-inconsistent
behaviors (Zhang 2003: 391).

8.5 The International Labor Organization

Established in 1919 as part of the Versailles Treaty, the International Labor
Organization (ILO) beca1ne a specialized agency of the United Nations (UN)
system in 1946 responsible for a broad range of labor and social issues (Sibbel
2001:51; Braithwaite and Drahos 2000:232; Stensland 1995:145). Its main
responsibility is to formulate and enforce through monitoring, basic international
labor standards that must be observed by states. Compliance with basic labor
standards is achieved either through the adoption and implementation of
conventions

or

Recommendations

(http://www.unesco.de/c huefner/chap4 2.htm).

A convention is considered to have the same effect as a treaty. Once a state has
ratified a convention, it assumes an obligation to apply the provisions of the
convention to its national laws and to submit to international supervision through
formal

monitoring

and

reporting

mechanisms.

On

the

other

hand,

Recommendations, which may deal with the same subject matter as a convention,
are non-binding (http://www.unesco.de/c huefner/chap4 2.htin).
Although states are not bound by conventions they have not ratified, an exception
to this rule can be found in Article 2 of the 1998 ILO Declaration on Fundamental
Principles and Rights at Work (hereinafter referred to as the Declaration). Article
2 of the Declaration holds that states have an obligation arising from the very fact
of their membership of the ILO to promote and give effect to the following
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fundamental principles: a) freedom of association and the right to collective
bargaining b) the elimination of forced and compulsory labor c) the abolition of
child labor and d) the elimination of discrimination in respect of employment and
occupation, irrespective of whether or not they have ratified the conventions in
question (see, also, Cornish, Faraday and Verma 2004:3; Sibbel 2001:53;
Braithwaite and Drahos 2000: 236).

8.5.1 The ILO Enforcement System

The ILO conventions are enforced through a process of regular reporting and the
utilization of various complaint procedures. Members are bound under the terms
of Article 22 of the ILO constitution, to submit annual reports about their laws and
practices in respect of the conventions they have ratified. The reporting system is
the principal way in which the ILO enforces its conventions. The reporting period
varies according to the type of convention being implemented. For general
conventions, the reporting period is five years and for priority conventions such as
the 1998 ILO Declaration, the reporting period is two years (Cornish, Faraday and
Verma 2004:4; Sibbel 2001 :55; Chayes and Chayes 1995:232). If necessary,
reports can also be requested outside the regular reporting cycle (Sibbel 2001 :55).

Apart from the annual submission of reports by states, under Article 24 of the ILO
constitution, a representation may be made to the International Labor Office by an
industrial association of employers or of workers if a state "has failed to secure in
any respect the effective observance within its jurisdiction of any convention to
which it is a party". If the representation is considered to be meritorious, the ILO
Governing Body will notify the government against which the representation has
been made and invite it to comment on the subject matter of representation. Under
Article 25 of the ILO constitution, if no statement is received within a reasonable
time from the government in question, or if the statement when received is not
deemed to be satisfactory by the Governing Body, the latter may publish the
complaint and any statement made in reply to it.

Additionally, under Article 26.1 of the ILO constitution, any member of the ILO
can file a complaint with the International Labor Office if it is not satisfied that the
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other member is securing the effective observance of any convention which both
have ratified. Equally, under Article 26.4, the ILO may by its own motion or on
receipt of a complaint from a delegate to the conference call a member to give an
account of the progress it has made in relation to the implementat ion of the
conventions it has ratified.

8.5.2 The ILO Review Process

Once a state has ratified a convention, it is expected to file a report that must be
accompanied by comments from employers and workers' organization s indicating
its level of compliance with such a convention. The report filed by the state is first
examined by a committee known as the Committee of Experts on the Application
of Conventions and Recommend ations. This Committee of Experts is made up of
20 independent experts in law and social policy drawn from different regions of
the world (Sibbel 2001 :55; Braithwaite and Drahos 2000:239; Chayes and Chayes
1995 :231 ). The comments made by the Committee on the level of compliance may
either be in the form of observations, which are published in the Committee's
report, or of requests. Requests deal with more technical questions which are
addressed directly to the government concerned. They remain unpublished .

Once the Conunittee of Expe1is has considered the report, it is then passed to
another Committee- -the Committee on the Application of Conventions and
Recommend ations, for further consideration . This is a standing committee of the
ILO , which meets annually. At this Committee ' s annual session, member states
are expected, in addition to the reports on the conventions they have ratified, to
submit reports on conventions they have not yet ratified showing the position of
the law and practice in regard to the matters dealt within the convention and
indicating the difficulties which have prevented them from ratifying or delaying
ratification (http://www. unesco.de/c huefner/chap 4 2.htm.

The Committee on the Application of Conventions and Recommend ations is a
tripartite committee made up of government officials, workers and employer
representatives. The involve1nent of workers and e1nployer representativ es affords
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them the opportunity to comment on the reports of their own governments (Sibbel
2001:55; Braithwaite and Drahos 2000:238). This is especially valuable during
discussions on whether national laws are actually put into practice. Furthermore ,
because

governments ,

workers

and

employer

organizations

have

equal

representation in the Committee, debates are not compromised or defeated either
by block voting or forum shifting by states (Braithwaite and Drahos 2000:253).

The ability of the different stakeholders to interact "as equals" creates a
meaningful and constructive dialogue between the country and the ILO
supervisory bodies and promotes greater transparency about how states comply
with the different ILO conventions (Sibbel 2001 :55; Braithwaite and Drahos
2000:248). In instances where the supervisory mechanisms of the ILO identify
that a country has difficulties in complying with a convention, technical assistance
is offered to the country concerned in order to solve those difficulties (Sibbel
2001 :55; Braithwaite and Drahos 2000:252).

Where a country continuously fails to implen1ent or wilfully flout ILO
conventions or processes, it may be "blacklisted" (Chayes and Chayes 2005:232).
Prior to the imposition of final sanctions, two intermediate options can apply.
First, a state can request "direct contacts", that is request a site visit by ILO
officials to ascertain the difficulties on the ground. Second, it may be listed in a
"special paragraph", which in essence is a notice to the delinquent state that it
risks being blacklisted if it does not change its ways (Chayes and Chayes
1995 :232). Special paragraphs identify steps that the country can take to avoid
being blacklisted. Chayes and Chayes (1995 :233) contend that the special
paragraph has become one of the most effective ways of dealing with recalcitrant
states, "where, rather than being written off as defectors, they remain subject to
continued pressure within the ILO in the annual discussions of the Conference
Committee" . According to Chayes and Chayes (1995 :233), during the 1980s, 23
states were listed in special paragraphs but only three--Iran, Guatemala and the
USSR-wer e eventually blacklisted for continued failure to implement.
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Although the ILO is generally regarded as an effective standards setting body, its
ability to enforce labor standards is limited. First, as noted earlier, a member is
under no obligation to implement a convention that it has not ratified. Second,
whilst the ILO does monitor compliance with its various conventions, the
complaint process is not designed to apply economic sanctions. There is only an
understanding that ratifying countries will comply (Stensland 1995: 148). Thus, the
ILO relies mainly on moral and political pressure to promote workers ' rights
(Stensland 1995: 148).

8.6 Reviews within the Organisation for Economic Co-operation and
Development

Since its formation in 1961, the Organisation for Economic Co-operation and
Development (OECD) has sought to ensure that its member states follow a code of
conduct for sound economic policies laid down in its founding Convention
(Schaefer 2004). It has attempted to do this through regulatory monitoring and
evaluation of the policies of member states. However, there is no standardised
peer review mechanism (Pagani 2002). Most reviews are specific and focus on
particular sectors or policies. Because of this, the cycle of reviews may range from
6- 7 years (for the Environmental Performance Reviews) to 12-18 months (for the
Economic and Developmen t Review Committee) (Pagani 2002). Under the OECD
Convention reviews may be triggered by:

a) a decision of or request to an OECD subsidiary body, which has been
designated to carry out reviews within its specific areas of competence;

b) a decision of the OECD Ministerial Council. This will be the case for programs
that require far-reaching reviews; and

c) the requirement of treaty prov1s1ons or other legally binding instruments
(Pagani 2002).
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8.6.1 Stages of Review
Once the reviewed country, the examiner countries and the Secretaria t have
collectively agreed to principles, criteria and standards of review, the stages of
review are set in motion. Basically, there are three stages of review:

a) The Preparato ry Phase. This is the first phase of the review process and consists
of informati on preparatio n and gathering. In short, it constitutes a backgrou nd
study of the country being reviewed.

b) The Consultat ion Phase. This stage involves site visits and consultat ion with all
relevant stakeholders (such as governme nt officials, interest groups, civil society
and academic s) in the country being reviewed. It also includes the preparatio n of
reports setting out the conclusio ns and recomme ndations of the examiners.

c) The last stage is the assessme nt phase. Under this stage, the draft report is
discussed in the plenary meeting of the body responsib le for the review. These
meetings involve the active participat ion of governme nt officials of the reviewed
state and may in certain cases also involve the participat ion of non-gove rnmental
organizations. Following these meetings, a final report is then adopted. It is
followed by a press release that summaris es the main issues for the media. Press
events or dissemina tion seminars are also organized to publicise the findings of
the review (Pagani 2002; Schaefer 2004).

8. 7 The GS Financial Action Task Force on Money Launder ing
The Financial Action Task Force (FA TF) is an inter-gov ernmenta l body whose
purpose is the developm ent and promotio n of policies, both at national and
international level, to combat money launderin g and terrorist financing (see
http: //wwwl.o ecd.org/f atf/ AboutF ATF en.htn1). It was establishe d by the G7
(now G8) Summit held in Paris in 1989. Its main task is to examine money
laundering technique s and trends, review actions already taken at national or
international level and set out the measures that still need to be taken to combat
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money laundering. The FA TF is currently made up of thirty-one countries and two
regional organizations (see http://wwwl.oecd.org/fatf/ AboutF ATF_ en.htm).

In an attempt to deal with the problem of money laundering, the F ATF has come
up with a set of Forty Recommendations against which countries are assessed ( see
http://wwwl.oecd.org.fatf/AboutFAT F_en.htm).

This

set

of

Forty

Recommendations lays down counter-measures against money laundering
covering the criminal justice system and law enforcement, the financial system
and its regulation and international co-operation.

To monitor the implementation of the Forty Recommendations, all members of the
FATF are subjected to monitoring and peer review. These are the two primary
methods by which the FA TF monitors progress made by member governments in
implementing the F ATF recommendations. The F ATF Review Mechanism
involves essentially three stages. These stages include the self-assessment stage,
the

mutual

evaluation

process

and

peer

pressure

(see

http://wwwl.oecd.org/fatf/ AboutF ATF_ en.htm):

In the self-assessment exercise,

every member country provides yearly

information on the status of its implementation of the Forty Recommendations and
the Eight Special Recommendations on Terrorist Financing, by responding to a
standard questionnaire. This information then provides the basis for assessing the
extent to which the Recommendations have been implemented.

The

second

element

for

1nonitoring

the

implementation

of the

Forty

Recommendations is the mutual evaluation process. Each member country is
examined in turn by the F ATF on the basis of an on-site visit conducted by a team
of three or four selected experts in the legal, financial and law enforcement fields
from other member countries. The purpose of the visit is to draw up a report
assessing the extent to which the evaluated country has moved forward in
implementing an effective syste1n to counter money laundering and highlight areas
in which further progress may be required.
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The mutual evaluation process is enhanced through the use of peer pressure in
dealing

with

members

who

have

failed

to

comply

with

the

Forty

Recommend ations. A country that has failed to comply with the Forty
Recommend ations, may be required to deliver a progress report at plenary
meetings. It may receive a letter from the F ATF President or receive a high-level
mission from the F ATF. It may be subject to Recommend ation 21. This results in
the F ATF issuing statements calling on financial institutions to give special
attention to business relations and transactions with persons, companies and
financial institutions domiciled in the non-complyi ng country. As a final measure,
the FATF membership of the country in question can he suspended.

A list of non-coopera tive countries and te1Titories (NCCTs) is also drawn up and
published (paragraph 8, F ATF Annual Reviev\r 2003). In deciding whether to
remove the country from the list, the guiding consideratio n for the F AFT Plenary
is whether the country in question has adequately addressed the deficiencies
previously identified (paragraph 13 , FATF Annual Revievl 2003). Promulgatio n of
the necessary legislation or regulations will be considered sufficient compliance.
Ho,;vever, for a country to be removed from the list, the legislation or regulations
in question must have actually come into effect before removal from the list can
be considered (paragraph 13 , FATF Annual Review 2003).

To ensure the effective implementat ion of the reforms enacted, countries are
expected to submit regular implementat ion reports. In addition, the FATF may
undertake follov\-up visits to assess the progress in implementin g these reforms to
ensure that the stated goals have, in fact, been fully achieved (paragraph 15 , F AFT
Annual Reviev\1 2003).

"Where dialogue has failed to prompt a non-coopera tive state to undertake the
necessary reforms , such a state may then be subjected to counter-mea sures or
penalties (paragraphs 85 and 86, FATF Annual Revie,;v 2003 ).

204

8.8 The International Monetary Fund Article IV Consultations
Article IV of the International Monetary Fund (IMF) primarily deals with the
control and stability of exchange rates systems. In terms of section 1 of Article
IV, the IMF seeks to ensure that countries do not disrupt orderly world economic
growth by manipulating their exchange rate systems or the international monetary
system. All member countries are therefore expected to comply with the
requirements of section 1. The provisions of section 3 of Article IV, dealing with
the monitoring of states are quite instructive. This section entitled "Surveillance
Over Exchange Arrangements" is worth quoting in its entirety. It provides as
follows:
a)

The Fund shall oversee the international monetary system in
order to ensure its effective operation, and shall oversee the
compliance of each member with its obligations under Section
1 of this Article.

b)

In order to fulfill its functions under (a) above, the Fund shall
exercise firm surveillance [emphasis added] over the exchange
rate policies of members and shall adopt specific principles for
the guidance of all members with respect to those policies.
Each member shall provide the Fund with the information
necessary for such surveillance and when requested by the
Fund, shall consult with it on the member ' s exchange rate
policies ... .

The IMF ' s surveillance of its members, the so-called Article IV Consultations, is
carried out through annual discussions between the Fund staff and Member
governments and the Central Bank officials (Chayes and Chayes 1995:235). Based
on the information gathered by the IMF staff during site or country visits, a report
is presented to the IMF Executive Board for a discussion by the Executive Board
(Chayes and Chayes 1995:235). A summary of the views of the Board is then sent
to the reviewed state. Neither the country studies nor the Executive Directors '
discussions nor the summaries are made public. The publication of the results
remains the exclusive prerogative of the member state (Chayes and Chayes
1995 :236).
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8.9 Types of Review Mechanisms and Principles of a Good Peer Review
From the above discussion of the different review mechanisms, it is clear that
there are essentially two types of reviews; transparency reviews and what I will
call "compliance" reviews. The WTO-TPRM, the ILO Enforcement Mechanism
and OECD Review Mechanisms would fall under the transparency type reviews
whilst the IMF Article IV Consultations and the FATF reviews would fall under
the compliance type reviews. The distinction between these types of reviews is
that under the transparency type reviews no sanctions are in-built, whereas under
the compliance type reviews sanctions are either implicitly (IMF Article IV
Consultations) or explicitly provided for (FAFT). It may be noted in respect of the
IMF Article IV Consultations that sanctions are not mentioned anywhere in the
Articles. However, given the firm language used by the IMF, it is possible to read
into the Article IV Consultations the possibility of sanctions. These sanctions
would possibly be in the form of aid conditionalities. The application of
conditionality sanctions is more likely to take place against developing countries.
This is because developing countries invariably look to the IMF for funding and
are therefore more likely to comply with whatever conditions are imposed by the
IMF. On the other hand, because developed countries hardly require assistance
from the IMF, the level of influence that the IMF can exert with respect to these
countries is limited.

As illustrated in Table 8.1 below, apart from the differences on the issues of
sanctions, common to the two types of reviews identified above are the following
general principles:

a) all the review mechanisms require that they must be sufficiently
resourced both in terms of funding and personnel. Although the
degree of funding and staffing may vary between these organizations,
the budget for their reviews is internally provided for. To some
extent, the internal allocation of resources help ameliorate both these
organizations ' and states ' financial difficulties in carrying out and
participating in these reviews . By relying on their own budget, this
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ensures that the respective organizations do not fail to carry out
reviews for lack of funding.

b) Whether peer review mechanisms work well or poorly also depends
on the provision and availability of accurate information about the
country being assessed. This information may be obtained from the
states

being

reviewed,

the

studies

compiled

by the

review

organizations themselves or from credible third parties. Of the these
sources, greater reliance is placed on the independent studies carried
out by the organizations themselves. This is perhaps based on the
recognition that states may not in some cases be forthcoming about
their policies particularly if they think such disclosure would portray
them in a bad light. Equally, states may be selective about the kind of
information they disclose--they may only disclose information that is
self-serving and conceal that which they perceive to be unfavourable.
Without accurate information the value of the review process would
be greatly compromised.

c) The independence of the reviews is another important aspect of an
effective peer review mechanism. Whilst consultation with states
ensures that states are given a "right of hearing", such a right must not
extend to the determination by the state of the actual wording or
contents of the final report. The right to be heard simply requires that
states must put forward their positions, explanations or clarifications
on matters being reviewed. Thus, review mechanisms must be
insulated from state interference and be forthright in their assessment
of states. Lack of independence compromises the credibility of
reviews mechanisms.

d) There must also be consistency about the framework or guidelines to
be used in the reviews. In other words, there must be a uniform set of
review guidelines. Once the organization has formulated specific
guidel_ines or states have agreed to a particular format of review, there
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should be minimal derogation from such a position and then only for
good reasons. The employment of similar guidelines helps maintain
consistency

and predictability .

It

also

provides

an

objective

benchmark for judging whether states have complied with their
obligations or not. Using different criterion to assess essentially
similar areas of reform leads to arbitrariness and inconsistenc y in the
review process and may also produce mixed outcomes or messages.

e) Lastly, there must be publication of the review inputs and outcomes.
This ensures that the information is available to all stakeholders , be it
government officials, non-governm ental organization s, or the general
public. Publication makes it easier for states not only to assess
themselves

against

certain

benchmarks,

but

it

also

enables

constituents and international partners to evaluate the state's
compliance. In this way, publication provides an incentive for states
to adopt best practices.

Table 8.1 Principles of a Good Peer Review Mechanism
Types of Reviews

Differences

Similarities
Require:

Transparency Reviews

•

No Sanctions

•

provided
Compliance Reviews

Sufficient funding

Sanctions

and capable

implicitly/expl icitly

personnel

provided

of

accurate information

•
•

Availability

•

independence of the
Secretariat

•

Consistent set of
guidelines or
framework for
reviews

•

Prompt publication
of review reports
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Part 2
Having established what constitutes a good peer review mechanism in Part 1, this
section describes the African Peer Review Mechanism (APRM); its origins; its
hierarchical structure; the types of reviews envisaged under the APRM; evaluates
the different views of the APRM; and assesses it against the principles identified
in Part 1 as constituting a good peer review mechanism. This section also
compares the APRM to the five peer review mechanisms discussed in Part 1,
before concluding.

8.10 The Origins of the African Peer Review Mechanism

The origins of the African Peer Review Mechanism (APRM) can be traced to the
inaugural Summit of the African Union held in July 2002 in Durban, South Africa.
At this Summit, the African Heads of State and Government adopted the
Declaration on Democracy, Political, Economic and Corporate Government27 ,
whose primary concern was to foster Africa's socio-economic development
through the adoption of better democratic, political and corporate governance
practices. They also committed themselves to the implementation of the APRM28 .

It is through the APRM that the commitments contained in the Declaration on
Democracy, Political, Economic and Corporate Government are to be promoted29 .
The APRM, therefore, bears a heavy burden of responsibility.

8.11 The African Peer Review Mechanism
The APRM is an instrument voluntarily acceded to by member states of the
African Union (AU) as an African self-1nonitoring mechanism (paragraph 1,
27

See paragraph 28 of the NEP AD Declaration on Democracy, Political, Economic and Corporate
Governance (AHG/235 (XXXVl 11) Annex 1. See also paragraph 17 of the Memorandum of
Understanding on the African Peer Review Mechanism (NEP AD/HSGIC/03-2003 / APRM/MOU).
28

See paragraph 28 the NEPAD Declaration on Democracy, Political, Economic and Corporate
Governance (AHG/235 (XXXVl 11 ) (ibid). See also paragraph 18 of the Memorandum of
Understanding on the African Peer Review Mechanism (NEP AD/H SGIC/03-2003 /AP RM/MOU)
(ibid).
29

See paragraph 28 the NEP AD Declaration on Democracy, Political, Economic and Corporate
Governance (AHG/235 (XXXVl 11) Annex 1 (ibid)
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APRM Base Document). Participation in the APRM is open to all member states
of the AU. In this respect, it is all embracing and does not distinguish between
"good" or "bad" states. However, countries wishing to accede to the APRM must
first notify the Chairman of the NEP AD Heads of State and Government
Implementation Committee (paragraph 5, APRM Base Document) and deposit a
signed Memorandum of Agreement (MOU) at the NEP AD Secretariat in South
Africa30 . Once a country has acceded to the APRM, it is, unless it terminates its
participation in the APRM, bound to submit itself to review. The APRM has been
given the responsibility of ensuring that the policies and practices of participating
states conform to the agreed political, economic and corporate governance values,
codes and standards contained in the Declaration of Democracy, Political,
Economic and Corporate Governance (paragraph 2 APRM Base Document). Its
primary purpose is to foster the adoption of policies, standards and practices that
lead to political stability, high economic growth, sustainable development and
accelerated sub-regional and continental economic integration through sharing of
experiences and reinforcement of successful and best practice, including
identifying deficiencies and assessing the needs for capacity building (paragraph
3, APRM Base Document). Because membership is voluntary, there are currently
only 23 African countries that have joined the APRM out of a possible 53
countries (see Table 8.2 below).

Table 8.2 : Countries that have acceded to the APRM (as of July 2005)
Algeria

Lesotho

Nigeria

Angola

Burkina Faso

Rwanda

Egypt

Tanzania

Republic of Congo

South Africa

Mali

Sierra Leone

Ethiopia

Zambia

Gabon

Benin

Ghana

Mozambique

Mauritius

Uganda

Kenya

Senegal

Lesotho

30

See Paragraph 30 of the Memorandum of Understanding on the African Peer Review Mechanism
(NEPAD/HSGIC/03-2003 / APRM/MOU) (supra).
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8.11.1 The Hierarchical Structure of the APRM

Under the APRM, there are four distinct organisational components. These
include;

a) the Committee of Participating Heads of State and Government (The APR
Heads of State Forum (APR Forum). This is the highest decision-making
authority in the APRM;

b) the Panel of Eminent Persons (APR Panel), which oversees the review process
to ensure the integrity of the process and considers review reports and makes
recommendations to the APR Forum. The Panel is to be constituted by 5 to 7
Eminent Persons 31 ;

c) the APRM Secretariat (APR Secretariat), which provides the secretarial,
technical, coordination and administrative support services for the APRM; and

d) the Country Review Team (APR Team), appointed only for the period of the
country's review visit, it carries out the review process and examines progress
1nade by the reviewed country on its program of action (paragraph 1.1 a, b, c and d
APRM Organization and Processes).

8.11.2 Types of Reviews Under the APRM

There are basically four types of reviews envisaged under the APRM. These are:

a) The base review: this is the first country review that is carried out within
eighteen months of a country becoming a member of the APRM process;

31

In terms of paragraph 3 .6 of the APRM Organization and Processes, the Eminent Persons must be
Africans who have distinguished themselves in careers that are relevant to the work of the APRM.
They must be persons of high moral stature and demonstrated commitment to the ideals of Pan
Africanism. The composition of the Panel is also to reflect broad regional balance, gender equity and
cultural diversity.
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b) The periodic review: this takes place every two to four years after the first
review;

c) A member country can, for its own reasons, ask for a review that is not part of
the periodically mandated review; and

d) Early signs of impending political or economic cns1s 1n a member country
would also be sufficient cause for instituting a review. Participating Heads of State
and Government can call for such a review in a spirit of helpfulness to the country
concerned (see, paragraph 14, APRM Base Document)~

8.11.3 The Stages of Reviews Under the APRM

Through the APRM process, it is hoped that countries will consider the impact of
their domestic policies not only on their internal political stability and economic
growth, but also the effect of such policies on their neighbors (paragraph 16,
APRM Base Document). The African Peer Review is in the main based on a fivestage process as reflected in Figure 8.1 below:
Figure 8.1
Stage 1
Familiarization, information
gathering

Stage 2
Country Review Visit
Stage 3

t

Preparation of the African Peer
Review Report
Stage 4
Submission of the African Peer
Review Country ' s Report to the
African Peeer Review Panel
Stage 5
End of the review process and
the publication of the final
Review Report
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a) The first stage occurs after a country has acceded to the APRM and has signed
a Memorandum of Understanding (MOU) on Technical Assessment and
Country Review Visit (see paragraphs 7 .1-7 .2, APRM Organization and
Processes). This stage involves the reviewed country making available all the
information pertinent to the review process. The stage is basically a
familiarization stage, which involves a study of the political, economic and
corporate governance development environment of the country to be reviewed.
Such a study is based on information prepared by the APRM Secretariat
together with information obtained from national, sub-regional, regional and
international institutions. This first stage ends when the country to be reviewed
has provided sufficient information, including the draft Country Program of
Action, to the Secretariat and the Secretariat has prepared a background
document and issued a paper on the country, including the proposal on the
APR Team to the APR Panel (paragraphs 7.3-7.6, APRM Organization and
Processes).

b) The second stage constitutes a Country Review Visit by the APR Team. This
stage is meant to facilitate consultation between the APR Team, government
officials, parliamentarians, political parties, business and civil society
(including the media, academia, trade unions, non-governmental organizations
(NGOs), community-based organizations (CBOs), rural communities and
representatives

of international

organizations

(paragraph

7.8 ,

APRM

Organization and Processes). It is at this stage that the draft Program of Action
of the reviewed country is assessed and discussed with key stakeholders in
order to address identified weaknesses and shortcomings in the various areas
of governance and development. Challenges facing the reviewed country and
the steps needed to address them are also discussed with the relevant
stakeholders. A final draft Country Program of Action of the country being
reviewed is thereafter drawn up containing recommendations on required
improvements identified by the APR Team (paragraph 7.9-7.11 , APRM
Organization and Processes).

c) The third stage involves the preparation of the APR Team ' s report, which is
based in part on the findings of the Country Review Visit, as well as on the
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findings of the research studies of the APR Secretariat pnor to the visit
(paragraph 7.12 APRM Organization and Processes). The recommendations
made are to focus on how the Program of Action of the country under review
can be improved to accelerate the achievement of best practice and standards,
and address more effectively the weaknesses identified (paragraph 7 .13,
APRM Organization and Processes). It is at this phase, that the APR Team's
report is discussed with the government of the country being reviewed. This is
intended to ensure the accuracy of the information and to provide the
government with an opportunity both to react to the accuracy of the
information and to put forward its own views on how to address the identified
shortcomings, including modifying the draft Program of Action (paragraph
7.14, APRM Organization and Processes).

d) The fourth stage involves the submission of the APR Team's country review
report to the APR Panel by the Secretariat. The APR Panel meets to review the
report in accordance with its mandate and submits its recommendations on the
report to the APR Forum. Once the latter has received the report, it meets to
consider the report and recommendations of the APR Panel and decides on
what action to take (paragraph 7.15, APRM Organization and Processes). This
stage ends with the Chairperson of the APR Forum communicating the
decisions of the Forum to the Head of State or Government of the country
being reviewed (Paragraph 7 .16, APRM Organization and Processes).

e) The fifth stage is the last stage and completes the first cycle of the APR
process for any particular country. This phase involves making public the
APRM report and action on the country review. The final APRM Report is
tabled formally and publicly in key regional and sub-regional structures such
as the Summit of the African Union, the Pan-African Parliament, the African
Commission of Human and Peoples ' Rights, the Peace and Security Council
and the Economic, Social and Cultural Council (ECOSOC) of the African
Union, as well as the Regional Economic Community of the region of which
the country reviewed is a member (Paragraph 7 .17-7 .18, APRM Organization
and Processes).
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Where a country shows a willingness, based on the findings of these reviews, to
rectify

the

identified

shortcomings,

then

participating

countries,

donor

governments and agencies are expected to come to its assistance (paragraph 24,
APRM Base Document). Where a state wilfully fails to take appropriate measures
to implement the recommendations of the review, such a state may be subjected to
collective adverse action. Whatever form this "collective adverse action" takes, it
is to be resorted to only after all attempts at constructive dialogue have failed and
again only as a measure of last resort (paragraph 24, APRM Base Document).

8.12 Justification for the APRM

Given that African countries are already subject to other peer reviews such as the
IMF Article IV Consultations, the WTO-TPRM, the ILO Enforcement Mechanism
and the FA TF reviews, the question that immediately comes to the fore is whether
there is any need for another review mechanism. In other words, what is the
justification for the APRM, what value does it add and in what way is it different
from the other review mechanisms? Unfortunately, there is nothing in the official
material surrounding NEP AD nor the APRM that provides answers to these
questions. One is therefore left to speculate as to the reasons for the APRM. Be
that as it may, as I indicated in Chapter 4, in an exchange for more aid, debt
cancellation and foreign investment, NEP AD committed African states to uphold
principles of de1nocracy, rule of law, respect for human rights, good governance
and political stability. Giving meaning to these undertakings required that NEPAD
should be seen to be more than just a pledge. It required having in place a
mechanism through which NEP AD could ensure compliance with these principles
lest its undertakings were to be seen as merely rhetorical. In essence, therefore, the
need to give credibility to its undertakings provides a possible explanation for the
birth of the APRM. Finding ways to project credibility to investors is key to any
hopes Africa may have for attracting FDI. Accordingly, notwithstanding the
existence of other peer review mechanisms, the APRM can be viewed as a means
through which Africa seeks to demonstrate its genuine commitment to change. It
symbolizes and conveys to the international community Africa's seriousness about
its reform agenda.
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Additionally, the existence of the APRM may possibly be justified on the basis
that unlike other reviews carried out by institutions such as the OECD, World
Bank/IMF or WTO, it is likely to have a better informational basis than those
other reviews. Country visits by the latter organizations are often brief-hardly
extending beyond a period of 2 weeks! This is clearly an inadequate period for
these organizations to familiarise themselves sufficiently with local conditions. On
the other hand, a review carried out by people not only knowledgeable about local
conditions but also having strong affiliations to the continent will be better
positioned to give an "insider view" or perspective on the real problems facing the
continent.

Nonetheless, one of the weaknesses of the APRM is that in its present form, it is
structured in such a way that its reviews are to be all encompassing. The reviews
are to cover areas on democracy, economic, political and corporate governance. In
a lot of ways, many of the areas that the APRM focuses on are fairly well covered
by, for instance, the WTO and the World Bank/IMF. The value that is likely to be
added by the APRM may be minimal unless it carves out areas of emphasis that
are not already covered by the well-established review mechanisms. Until it does
this, it will be handicapped in the influence and authority it may want to gain.
Mere duplication of other reviews will see it become irrelevant.

8.13 The Contending Views on the APRM

Notwithstanding the above concerns, the APRM has been hailed as the most
innovative aspect of the NEP AD. It is seen as the most ambitious attempt by
African

countries

to

lever

themselves

out

of the

cycle

of poverty,

underdevelopment and instability because it is a sovereign mechanism that allows
African countries to take responsibility for the maintenance of appropriate
standards (Cilliers 2002). Simply, it is seen as a means through which Africans
will be able to promote good leadership, good governance and socio-economic
and political development in Africa (Akokpari 2004: 467; Juma 2004: 178). For
some, the APRM is the key to the successful implementation of NEP AD ' s lofty
objectives. It represents an opportunity for countries to respond to deficiencies
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identified in the peer review process and to take appropriate measures to address
them. Whilst for others, the APRM should "help break a destructive solidarity
between African rulers, who for too long have supported each other in holding
power by rigging elections, banning opposition parties, and intimidating the press"
(The Economist 2002). This has been the euphoria around the APRM. However,
along with the euphoria have also come doubts about whether it will succeed in its
intended goals.

According to Herbst and Mills (2003: 52), while the APRM may be clear enough
on paper, it still remains reliant on considerable institutional capacity and the kind
of political will that has not always been there among African governments. Apart
from the potential lack of political will, scepticism has also been expressed about
the "moral standing" of some of the would-be-peer reviewers. Herbst and Mills
(2003 :52) rhetorically ask, "how can Nigeria, for instance, act as a peer reviewer
of its neighbour's governance policies when its own have been dysfunctional for
so long?" The view that Nigeria or some other countries are "delinquent" peers, if
widely held may render the application of peer pressure by these countries
ineffective.

Meanwhile, others contend that the challenge for the APRM is in its
implementation, particularly the question whether African leaders would have the
courage to criticise each other. The collegiality of African leaders and their
propensity to rally around each other has some doubting whether the APRM will
be effective (Herbst and Mill 2003 :55). Those who subscribe to this line of
thought contend that African leaders seem to share a "membership in a cryptic
club in which there is little inclination to castigate but greater tendency to
empathize with members" (Akokpari 2004:469). These critics argue that if the
peer review mechanism is to address the very political, social and economic
malpractices of some of the African states and their political elites, some straight
talk will be required (Deegan 2004:365). Referring to the failure of NEPAD to act
in Zimbabwe, Herbert (2003 ) tersely comments:
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While Robert Mugabe violently dismantles a state that
was, until recently, functional, his peers applaud. So
which vision of peer review is it to be? Vigorous and
constructive criticism or more coddling of autocrats?
Africa's credibility-and probably its future-----hinges on
the answer.

Scepticism about the ability of the APRM to deliver on good governance may not
be misplaced. African group solidarity has played itself out in a number of
international fora including in the Commonwealth. At the Commonwealth
Meeting in 2002, the Commonwealth had to decide whether to suspend
Zimbabwe's membership, given its disputed election results, which had been
marred by large-scale violence and intimidation of opposition parties, the judiciary
and the illegal occupation of white farms. Although Zimbabwe was eventually
suspended from the Commonwealth, its suspension divided the association into
two opposing camps-one led by Australia and the United Kingdom, which
supported the suspension and the other led by South Africa and Nigeria, which
bitterly opposed the suspension (Kebonang 2003b: 42). Ironically, both South
Africa and Nigeria are the principal architects and sponsors ofNEPAD.

Other concerns about the APRM included the absence of punitive sanctions and
the exclusion of international partners (such as the World Bank and IMF) in the
APRM process.

8.13.1 The Absence of Sanctions

As indicated in the preceding sections, the APRM is a voluntary monitoring
mechanism, which relies on dialogue, peer pressure and monitoring of peers by
other peers for its success. It is only when dialogue and peer pressure have failed
that participating Heads of State and Government can notify the offending
government of their collective intention to take appropriate measures against it by
a given date (paragraph 24 APRM Base Document). It is not clear though what
would constitute appropriate measures. The provision is vague as to whether or
not the APRM can impose sanctions on it members. This vagueness, whether
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deliberate or not, has left room for differing and potentially conflicting
interpretations on the question of sanctions. For instance, appropriate measures
could mean anything from a fine, economic and political sanctions, suspension or
expulsion. It could also mean in the extreme, armed intervention! As I discovered
during my fieldwork in Africa, views on whether there should be sanctions or not,
are diverse. Comments made by several of my key informants are instructive in
this regard. Those in favor of sanctions stated:

A weakness with the current review process is that it does
not prescribe sanctions or penalties and as such it runs the
risk of being ineffective. Unless there are penalties or
sanctions, the review will become a sham and attempts at
achieving sustainable development through the adoption
of best practices will fail. (Interview with a NEP AD
official 11/12/2003.)

African leaders are renowned for their group solidarity.
They will stick to their own even in the face of human
rights violations, economic mismanagement, corruption
and poor leadership. One only has to look at how they
embraced the 2002 Zimbabwean election results as
legitimate when clearly they were not. Unless you have
the World Bank/ IMF, the European Union and the United
States as part of the African peer review mechanism, none
of the African leaders can exert any meaningful pressure
on the others because they do not have the moral , political
or economic leverage to do so. Unless you carry a stick,
African leaders will not listen to you. (Interview with a
SADC official 3/1 2/ 2003. )

However, those opposed to sanctions contend that the existence of sanctions will
not provide an incentive for countries to join the review process. They point out
that the peer review is a learning process and that once a review has been made,
self-interest

dictates

that

the

state

being

reviewed

must

act

on

the

recommendations made. As one key informant told me:
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You cannot link the peer review to the carrot and stick
approach because countries are not children. The peer
review is not and should not be punitive . If it is, it loses
its objective.

A country that fails to act on the

recommendations stands to lose out because the peer
review will shape the way in which donors and developed
countries respond to countries in the continent. That is a
sufficient incentive to comply. (Interview with a NEPAD
official 15/01 /2004.)

As the above quotations highlight, there is a divergence of views on the question
of sanctions. As some commentators suggest, the lack of sanctions could
potentially render the peer review ineffective. Akokpari (2004:468) for instance,
maintains that verbal condemnations in the absence of sanctions will have little
impact in getting defiant states to undertake reforms. For those who subscribe to
this view, santions, even if they were only create minimal economic hardship,
might still generate political change or desirable political responses (Kaempfer
and Lowenberg 1988:786). Even if this may be true, it must be borne in mind
though, that NEP AD is a developmental progra1n rather than an institution. It does
not have coercive powers or the capacity to enforce anything, be it agreed
declarations or reforms. Likewise, the APRM is a voluntary mechanism with no
coercive powers. States may choose to accede to it or withdraw from it without
losing their membership of the AU. This lack of coercive powers reflects the
nature of the APRM, that it is more of a "soft enforcement" mechanism than a
treaty like the WTO with an enforcement mechanism. In other words, it is nonbinding in the strictly legal sense and states are not bound to take on board its
recormnendations. Although sanctions are not explicitly provided for, one may
argue that the imposition of sanctions may be read into the provision which
permits for the taking of appropriate measures against erring states, although the
nature of such "sanctions" has not been spelled out or elaborated.

Despite the lack of clarity and vagueness by NEP AD and the APRM on the issue
of sanctions, the Constitutive Act of the AU, on the other hand, provides instances
where sanctions may be imposed against a state. Article 23 ( 1) provides for the
imposition of sanctions against members that fail or default in making their
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contributions to the Union. Article 23(2) expands the circumstances under which
sanctions may be imposed. These are where a member state fails to comply with
the decisions and policies of the Union. In such an event, the Union may impose a
variety of sanctions including the denial of transport and communication links
with other Member states and other measures of a political and economic nature as
determined by the AU Assembly (Article 23 (2) AU Constitutive Act). In the
premise, it seems that the imposition of sanctions-whether political or
economic-may only be properly justified under the AU Constitutive Act rather
than the APRM unless one took a broader view that the AU provisions can be
extended to the APRM. Such a course of action would have to be justified on the
basis that NEPAD and the APRM are AU initiatives or programs.

Conversely, even though the imposition of sanctions may make the APRM more
effective, it 1nay equally prove a disincentive for countries to join the APRM. If
peer review is understood to be a device that is meant to help rather than coerce
African states to improve their socio-economic and political environments by
adopting best practices, then any scheme that seeks to achieve that through
sanctions will attract fewer participants. The publication of the review reports
could in fact be sufficient without the need for more formal sanctions. Such
publication could have the effect of naming and shaming: a strategy that
Braithwaite and Drahos (2002:270) have found can be effective in inducing
co1npliance and reform. Admittedly, the extent to which this strategy may work
with respect to states will depend on the value that states place on their reputation.

In an attempt to explain why states comply with international agreements,
Guzman (2002: 1827) posits in his "reputational theory of compliance" that states
honour their commitments because of both their reputational concerns and direct
sanctions that may be triggered by non-compliance. Focusing on reputation, he
argues that a state's reputation has value. This value lies in the fact that by
complying with its international obligations, a state signals to others that it is
cooperative. This allows the state to enjoy long-term relationships with other
cooperative states, provides a greater ability to make binding promises and
reduces the need for monitoring or verification by other states (Guzman
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2002: 1849; see, also, Swaine 2003 :2076). On the other hand, the failure by the
state to live up to its commitments harms its reputation and makes its future
commitments less credible (Guzman 2002: 1850).

Although naming and shaming may trigger reputational concerns for some states
and therefore induce them to comply with their obligations, other states may not
be overly concerned with the kind of reputation they have or which they project.
This is because a state may have a number of reputations with respect to a number
of its obligations. It may be highly cooperative with respect to certain obligations
and highly uncooperative with respect to others. In evaluating the importance of
reputation, Downs and Jones (2002: 113), argue that despite the value that states
attach to reputation, states have different levels of reliability in connection with
different agreements. Second, considerable evidence supports the view that states
possess multiple or segmented reputations. Consequently, a failure to comply with
one set of obligations will not necessarily harm a state's reputation (see, also,
Crossen 2004:495).

Even though naming and shaming could be an effective strategy in getting
countries to comply with their international obligations, the mere publication of
reports by the APRM without an accompanying set of punitive measures, may fail
to induce compliance by states. Whilst a country may no doubt suffer a loss of
reputation as a result of its failure to comply with its obligation, such a state may
in fact be notorious for non-compliance. Equally, the loss it suffers may not be
sufficiently high as to alter its behaviour. Furthermore, the reputational
consequence of a violation will be affected by the severity of such a violation. A
minor violation which occasions no harm to other states will have a small impact
compared to a major violation (Guzman 2002: 1862). Therefore, even though
reputation matters, it is not decisive in matters of state relations. Downs and Jones
(2002: 109), for instance, argue that whilst the US may have on the one hand an
unflattering reputation for its failure to make good its financial commitments to
the UN, and a complimentary one on the other with respect to its financial
commitment to NATO, its reliability as a partner has not been characterised by its
behavior in these organizations.
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In pushing for the mere publication of reports as an effective strategy for getting
countries to comply with the findings of the APRM, those opposed to sanctions
also point out that the provision of foreign aid to participating African countries
will be conditional upon them meeting the review findings. Whatever merit this
view may attract, it overlooks the fact that with or without the APRM, African
countries are still receiving aid from international institutions. Furthermore, this
argument against sanctions presupposes that the international aid groups will
support the NEP AD initiative umeservedly. But, these international aid agencies
may not necessarily view NEP AD as the most effective way of channelling aid to
Africa. In addition, they may have their own reasons for bypassing NEPAD.

Without proper coordination and synchronization between NEP AD and the donor
community, the direction of aid is unlikely to be affected by whether a country is
NEP AD compliant or not. Furthermore, linking reforms to aid or donor assistance,
calls into question the sustainability and credibility of such reforms. The fact that
the reviews are meant to benefit the country being reviewed should be a sufficient
incentive for countries to comply. Reform initiatives must be carried out because
they are necessary and not because there is an inducement or bait. If aid is in the
foreground, such reforms may be unsustainable or easily reversed once aid has
been obtained. Reforms must be home grown and be based on the conviction of
government that they are good for the country. This means that the government
must be interested in national welfare. Unfortunately, as the preceding Chapter
showed, many African leaders are not interested in the national welfare--their
interest lies in maintaining power through a neo-patrimonial system that rewards
and distributes national resources to a select few. Poor leadership, corruption and
lack of good governance are often the preferred status quo. Reforms and change
more often tend to threaten the corrupt activities of leaders and the ruling elite.

The recognition that naming and shaming may not induce compliance brings to
the fore once again the issue of sanctions. For those in support of sanction, they
claim that without them, the APRM will have no value other than being symbolic.
Although the imposition of sanctions is possible under the AU and possibly under
the APRM if one took a broader view of what constituted appropriate measures
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under the APRM, it is not clear whether they would be imposed and if they were,
whether they would be effective. In its 39 years of existence, the OAU never
imposed sanctions against one of its own. In fact, it became a place where African
dictators went to find solace. In spite of recent changes in Africa's political
landscape, the extent to which African leaders have now reformed remains to be
seen. This scepticism is largely borne out by the fact that the AU, for all the
proclamations that it represents new beginnings for Africa, is still largely made up
by the same leaders that drove the OAU.

Meanwhile, the question of the effectiveness of sanctions has a special
significance given that there is generally a lack of consensus in the economic and
political literature about the effectiveness of sanctions as a means of inducing a
state being sanctioned (the target state) to undertake certain reforms or to desist
from engaging in a particular conduct or course of action (see, for instance, Cho
2004; McGillivray and Stam 2004; Drezner 2000; Bolks and Al-Sowayei 2000;
Braithwaite and Drahos 2000; Dashti-Gibson, Davis and Radcliff 1997; Kaempfer
and Lowenberg 1988; Chayes and Chayes 1995).

Although there may be instances where sanctions are able to induce certain
desired outcomes, their imposition particularly when they relate to limitations on
imports and exports, may affect ordinary citizens far more than the entrenched
elites or leaders who actually make policy decisions (Dashti-Gibson, Davis and
Radcliff 1997 :610). Recent sanctions on Zimbabwe by the EU and USA have
adversely affected ordinary Zimbabwean citizens but they probably have had little
personal effect on the country's ruling leadership and elite. As indicated in the
preceding chapter, the country is experiencing a severe shortage of basic
necessities (such as food, petrol and medicine) and unemployment levels have
risen to over 80 percent of the population.

Additionally, if sanctions were to be imposed by the AU or APRM, the support of
the international community, institutions and developed states would be crucial.
Many African countries rely on aid provided by the international community. A
significant amount of their trade is also with the developed states rather than
amongst themselves. For instance, the EU is Sub-Saharan Africa' s largest single
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trading partner, providing a market for 31 percent of Africa' s exports and
accounting for 40 percent of Africa's imports (Hinkle and Schiff 2004:1321).
Consequently, for sanctions to work, sanctioning states must have the ability to
alter the target country's terms of trade regardless of the targeted regime ' s efforts
to substitute (Drezner 2000:76). Except, perhaps for South Africa in its
relationship with Lesotho--a country that is within South Africa's territorial
boundaries and thus exclusively dependent on it for both its exports and
imports}--many African countries do not generally have the ability to influence
the terms of trade of other members.

Furthermore, where sanctions are collectively imposed, as opposed to being
unilaterally imposed by a single state, their success will depend on the existence of
an effective monitoring mechanism to eliminate the problem of rent-seeking by
states. The problem of rent-seeking arises because sanctions represent a cost both
to the country or countries imposing them and the target state (Cho 2004:785;
Ehrmann 2002:384; Bolks and Al-Sowayel 2000:242). Because sanctions may
also disrupt the economic activities of those imposing them, there is an inherent
danger that some states will backslide (Drezner 2000:83). Additionally, the
effectiveness of sanctions will depend on the counter-measures that a target state
undertakes or develops. Counter-measures may be fatal to sanctions as they can
minimize the effects of such sanctions (Bolks and Al-Sowayel 2000:244). The
challenge for the AU and APRM would be to ensure not only that none of its
members backslid, but also that the target state did not find alternatives. Without
the participation of the international community, this would be a task that would
be fraught with difficulties.

8.13.2 The Role of International Institutions and Developed States
The APRM as an African self-monitoring mechanism is an attempt by Africans
themselves to take a proactive stance on matters that affect them. Under the
APRM, all reviews are to be African led and any peer pressure is expected to
come from African leaders themselves. The wisdom of excluding representatives
of institutions like the World Bank/IMF, the EU and developed countries in the
APRM is a contentious one. One view expressed by my key informants is that
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exclusion is essential, for anything short of that would undermine African
ownership and the authenticity of the APRM as a truly African owned initiative:
The peer review must be an African-owned process. It
must be about Africans sharing best practices. Any
involvement of outsiders will reinforce the perception that
the APRM, and indeed NEP AD, have been imposed by
the West on Africa. It wi11 take away any shine or appeal
that these two have had on the African continent.
(Interview with a COMESA official 23 /01 /2004.)

On the other hand, some key infonnants were of the view that many African
leaders are in general answerable to no one, are highly corrupt, autocratic and
therefore lack the moral standing to act as peers. They also argued that almost all
African countries looked up to the World Bank/IMF, the EU and other developed
states for trade, aid and investment. It is only these institutions and states that can
exert some meaningful pressure on African leaders and states to undertake the
necessarily reforms. As the informant told me:
The reality is that even with the winds of change
sweeping the continent, Africa still suffers from a lack of
good political leadership.

Corrupt and authoritarian

leaders and former military dictator, are still in power.
Yet, these are the people we expect to apply peer pressure
on their equally corrupt and autocratic counterparts.
(Interview at COMESA on 21 /0 l/ 2004.)

From the above sentiments, a number of observations can be made. First, with
regard to the exclusivity of the peer review, one could argue that this is meant to
address concerns and criticisms that have always been levelled against the World
Bank/IMF Structural Adjustment Programs-that they were an imposition on
African countries that discounted African input, participation and ownership. It is
these factors that are often given as reasons for the failure of African reform
programs initiated by the World Bank/IMF. Second, the value that is added in
having an exclusively African peer review is that such a review will presumably
be made by people knowledgeable about the local conditions. Hence, the outcome
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of such reviews are bound to reflect accurately African realities without being
overly burdened by World Bank/IMF ideological drives.

On the other hand, whilst the exclusion of the World Bank/IMF and other
institutions may resonate well and strongly with Africa's sense of ownership of
the APRM, without some form of real pressure, the APRM may fail to influence
states to comply with its recommendations. This is precisely because under the
APRM failure to undertake the necessary reforms does not automatically attract
sanctions or punitive measures. In fact, the question of sanctions is so vaguely
articulated that it is difficult to say whether or not they exist! What is clear,
however, is that, "if the necessary political will is not forthcoming from the
government, participating states should do everything practicable to engage it in
constructive dialogue, offering in the process technical and other appropriate
assistance" (paragraph 24, APRM Base Document). It is only when all avenues of
dialogue have been exhausted, that member states may "put the government on
notice of their collective intention to proceed with appropriate measures by a
given date" (paragraph 24, APRM Base Document). These measures do not
penalise a country for a failure to implement the review recommendations. Nor do
they provide an incentive to undertake the recommendations or take steps to avoid
an unfavorable review.

In my view, therefore, the involvement of international institutions could provide
the APRM with some "teeth". Institutions such as the World Bank/IMF can play a
powerful role in assisting in the implementation of locally decided reforms by
helping states overcome local structural problems, rather than imposing 1nore
structural adjustments that do not take into account local conditions. As noted
earlier, African countries are heavily reliant on multinational institutions and
developed states for aid, trade and investment. And because they rely less on each
other, the involvement of international institutions and developed states which
have the ability to make credible threats, by for instance, withholding aid,
affecting debt cancellation or blocking market access, will be crucial to the
success of the APRM. Admittedly, donors are still able to do this without the
APRM but have not. Consequently, involving the donor community in the APRM
will provide a better coordination and consistency in the manner in which by
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donor concessions are made. For instance, the donor community could provide
assistance only to African countries that are deemed to be NEP AD compliant
following an assessment by the APRM.

With respect to the quality of leadership, Zimbabwe has in recent years been cited
as a classic case of Africa's poor leadership. Many commentators such as Taylor
(2002) have argued that the failure to deal with Zimbabwe points to Africa's
inability to translate words into action (Taylor 2002). As Chapter 7 points out,
Zimbabwe is not an isolated case. One only has to have regard to the number of
civil wars (such as in Sudan and the DRC), collapsed states (Somalia, Liberia and
Sierra Leone) and failed democracies in Africa to comprehend the kind of
leadership in Africa. Ironically, countries such as Botswana, which can provide
credible peers on account of their relatively good political leadership and prudent
economic management have not joined the APRM.

8.13.3 The Principle of State Sovereignty
Critics of the APRM further contend that the APRM amounts to an encroachment
of national sovereignty. As one key informant told me, "the African Peer Review
Mechanism is an unwarranted intrusion in states' affairs". The principle of state
sovereignty rests on a simple premise----that the state has a right to act as it sees fit
in all matters internal to it without interference from outside forces (see, for
instance, Gerhart 2003). The doctrine of non-interference has been a guiding
principle of states' interaction under international law. Chapter 1, Article 4 of the
United Nations Charter provides for example, that "all Members shall refrain in
their international relations from the threat or use of force against the territorial
integrity or political independence of any state, or in any other manner
inconsistent with the purposes of the United Nations" . This principle can also be
found in the AU Constitutive Act. Article 4 (g) of the African Constitutive Act
provides that the Union shall function in accordance with the principle of "noninterference by any Member state in the internal affairs of another" . However,
under Article 4 (h), the Union may interfere in a member state pursuant to a

228

decision of the Assembly in respect of grave circumstances, namely war crimes,
genocide and crimes against humanity.

Even though the instances under which the AU can interfere in the internal affairs
of a state are fairly specific and narrow-namely limited to war crimes, genocide
and crimes against humanity, the APRM is a welcome extension of these instances
as it covers a wide range of socio-economic and political factors. Indeed, whilst
requiring states to open up to the peer review may amount to "interference" in the
internal affairs of the state, I submit that such interference is justifiable because
NEP AD is about Africa's common good. In this respect, claims of state
sovereignty must yield to the broader collective good of African states. As the
earlier chapters show, some African leaders have perpetrated offences and abuses
under the protective veil of state sovereignty without being held accountable by
their peers. The APRM is a departure from the AU principle of non-interference. It
amounts to the piercing of the veil of state sovereignty, but it is a necessary
development if the quality of leadership in Africa is to improve.

8.13.4 The Paradox of Sanctions and an all-inclusive APRM
The profound disagreements over the issue of sanctions and the participation of
other stakeholders, particularly the international community in the APRM reflect
the real difficulties facing the APRM. The imposition of sanctions could clearly
encourage states to comply with the APRM reviews. The effectiveness of the
APRM may indeed ultimately lie in its ability to impose sanctions against
delinquent or rogue states. Yet, at the same time, the imposition of sanctions also
invites questions about whether they really work. As indicated earlier, as much as
sanctions may contribute to securing compliance, they simultaneously hurt the
sponsoring state. In addition the provision of sanctions in the APRM may drive
out rather than pull countries into the APRM process.

Equally, the question of whether the APRM should be all-inclusive, that is
whether other parties should participate in it, is important and will be addressed in
Chapter 9. Normally for reforms to be sustainable, they must be domestically
rather than externally driven. This ensures that such reforms have a domestic
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constituency to carry them through. It also ensures that the solutions proposed are
premised on the realities peculiar to the reforming state. The reality though, is that
it often takes a crisis of magnitude for African countries to initiate reforms. Given
that power in Africa is exercised through the logic of a neo-patrimonial system
where leaders not only appropriate state resources for themselves but also
distribute them to a select set of "clients", reforms are often ad hoc and
superficial. The "ingenuity" with such reforms is usually simply to preserve the
status quo. Further, even though it might be essential that reforms must be
domestically driven, in many instances, African countries have not been able to
initiate reforms on their own without the financial and technical assistance from
institutions such as the World Bank and IMF. As a practical matter therefore,
Africa cannot dispense with the involvement of the international community in its
reform agenda. Within the context of the APRM, the involvement of the
international community would be crucial in ensuring that there is some
accountability by African leaders, if not to their people, at least to somebody else.

8.14 The APRM and the Five Review Mechanisms

The APRM is largely based on the OECD model although there are some
differences between them. However, some general comments can be made about
all the review mechanisms discussed in Part 1. Generally, all envisage a process of
consultation. With respect to the IMF Article IV Consultations, it is implicit from
the manner in which its provisions are couched that the role of the IMF is more
supervision and compliance than "peer review". In his assessment of the IMF
Article IV Consultations, Kanbur (2004:8), argues that whilst such consultations
play the same role as the OECD peer reviews in respect of rich countries, (because
such countries do not need IMF resources), in relation to poor or developing
countries, the picture is quite different. Such consultations are almost exclusively
IMF driven and normally encompass a number of conditionalities. This top-down
approach is made much easier by the fact that the countries in question (LDCs) are
usually weak economically. As a result when IMF resources are in play, the IMF
assessment, which usually also unlocks other non-IMF resources, "is the only
game in town" (Kanbur 2004:9; Stiglitz 2002: 27; Chayes and Chayes 1995 :236).
In essence, these consultations are little more than perfunctory processes. As
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Chayes and Chayes (1995:237) state, they are not really meant to appraise a state's
monetary policy but are intended to provide a negotiating forum between the Fund
and the member about the economic policy requirements that the IMF will attach
as a condition of approving borrowing or drawing (emphasis added).

On the question of sanctions, notwithstanding the APRM vagueness on the issue,
it appears that under the OECD, the ILO and WTO-TPRM sanctions are not part
of the game. But they are envisaged under the FA TF even thought their nature and
form is not specifically spelled out. In addition, these sanctions are not state led
but emanate from financial institutions which are expected to "give special
attention to business relations and transactions with persons, including companies
and financial institutions, from the 'non-cooperative' countries and territories" (20
June FATF 2003). Meanwhile, the WTO-TPRM unequivocally states that the
TPRM is not intended to serve "as a basis for the enforcement of specific
obligations under the Agreements or for dispute settlement procedures, or to
impose new policy commitments on members". Nonetheless, the results from the
review process can trigger the use of other instruments such as the dispute
settlement procedure by other member states to get the reviewed state to comply
with its obligations. The IMF Article IV Consultations do not specifically allude to
sanctions but as noted earlier, a reading of its provisions leaves no doubt that the
IMF will unilaterally impose them, should it deem appropriate to do so.

Another distinctive feature about the APRM is that it focuses on a wide array of
issues such as democracy, political, economic and corporate governance. On the
other hand, the WTO-TPRM focuses solely on issues of trade policy, the OECD
peer review on specific issues as they may be determined, the FA TF on money
laundering and the. IMF IV Consultations on the regulation of exchange rate
systems. The danger with the APRM approach is that by taking on so much, it is
likely to fail. Rather, like the other organizations, it needs to focus on narrower
and more specific issues if it is to succeed. In this respect, the APRM could focus,
for instance, on political aspects of development, since economic and trade issues
are already well covered under the IMF and WTO reviews respectively. In this
way, duplication of reviews will be avoided.
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Lastly, it appears that under the APRM, as in the IMF Article IV Consultations
and the WTO-TPRM, consultations with some key stakeholders, such as nongovernmental organizations (NGOs), are limited only to the first phase of country
visit consultations with such organizations playing no role in the drawing up of the
final review report. The only exception is the OECD, which permits, in certain
instances, these NGOs to have a say as to what should be included in the final
report. On the other hand, the ILO provides the most comprehensive consultation
process, that involves all stakeholders. The FATF does not seem to provide for
consultation with NGOs at all. The role of NGOs, especially when they are truly
independent from government, might be crucial in erasing suspicions of cover-ups
in the review process. Even though there could be instances where the
involvement of NGOs may be harmful, particularly where for instance, they do
not adopt a rigorous evidence-based approach to policy, it is still necessary for the
APRM, like the OECD, to allow the involvement of civil society. This will help to
ensure that the assessments genuinely reflect the realities on the ground. As
Boswell (2003:134) states:

Peer review mechanisms that are transparent and permit
civil society to participate have successfully identified
laggards. Input from civil society, including the private
sector and professional organizations, ensures more
realistic

assessment

of implementation

efforts

and

obstacles and creates a domestic constituency to help
ensure that reforms are enforced. Indeed, civil society
pressure has been one of the most important elements in
ensuring that international norms are brought to fruition .

8.15 Does the APRM Measure Up?
Based on the evaluation of the above five review mechanisms and more
particularly the principles, such as the availability of information, adequate
funding and staffing, the independence and credibility of the Secretariat, clearly
defined standards of review or frameworks , sanctions (depending on the type of
review) and prompt publication of the review reports, that I identified in Part 1 as
constituting pre-requisites for a good peer review mechanism, the question that
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then falls for determination is whether the APRM measures up to those principles.
Until the APRM Secretariat is fully operational, much of the assessment will
remain impressionistic. As of June 2005, only one country, Ghana, had been
subjected to the first stages of review. Notwithstanding that, several observations
regarding the strengths and weaknesses of the APRM can be made.

8.15.1 Funding the APRM

The APR Secretariat does not currently have its own funding nor has NEP ADIAU
made any budget for it. States participating in the APRM are expected to bear the
cost of such reviews (paragraph 27, APRM Base Document 2001). As a matter of
principle, a cardinal aspect of being a member of an organization is the acceptance
of a financial obligation to fund the different objectives of the organization. Yet as
noted in the preceding chapters, Africa has not only suffered from economic
stagnation but is also experiencing a debilitating external debt-burden. Many
African countries have had difficulties in paying their membership fees in the AU
and its predecessor, the OAU. In 1999, the Libyan government had to pay in
excess of US$ 4.5 million on behalf of some of the defaulting countries in addition
to its US$1 million grant to the process leading to the establishment of the AU
(Udombana 2002:233).

Recently, the AU reported arrears of nearly US$39.9 million out of a budget of
US$43 million. In the face of this reality, it is unclear how states will meet or
honour their obligations to the APRM. As Bekoe (2003 :6) states, "it is
questionable if countries that have not regularly paid their dues for membership in
the new African Union and other regional initiatives over the years will now pay
for the operation of the APRM". Without adequate funding, the APRM runs the
danger of collapsing. In this regard, reliance of donor funding, however
objectionable it may be to some quarters, remains in the short term essential. The
long-term solution lies in NEP AD generating its own resources. This could be
achieved for instance through the contribution of multinational corporations
operating in Africa. These corporations can be compelled to contribute a certain
percentage of their profits into the NEPAD budget (Ilorah 2004:246). The
frequency and the modalities of how such payments are to be made can be a
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matter to be agreed upon. But effecting contributions from multinational
corporations would require the cooperation of African leaders who are often the
chief beneficiaries of the multinationals operating in the continent. As Ilorah
(2004:246) points out:

A successful method of funding the NEP AD budget
through contributions by multinationals will entail some
'sacrifice' by African leaders. Funds that otherwise were
channelled into private accounts of the leaders should
rather be channelled into the NEP AD budget and in this
way the benefits would be enjoyed by . the entire
populace ... An alternative is that Africa leaders continue
business 'as usual' with the multinationals operating in
their territories, make noise about NEPAD for a while and
let it fall in line with other failed projects initiated in the
past.

8.15.2 The Competence of the Secretariat

Until the APR Secretariat is fully operational, it is difficult to give an objective
assessment of its co1npetence. However, once operational the competence of the
Secretariat will be influenced not only by available funding but also by the quality
of staff employed by the Secretariat. The technical competence of the Secretariat
will therefore determine whether the Secretariat is able to discharge its mandate
efficiently and competently. While the APRM emphasizes the deployment of
African expertise in the peer review process (paragraph 11, APRM Base
Document), it also acknowledges that there may be instances where the services of
non-African experts, individuals or institutions will have to be used (paragraph
3.8, APRM Organization and Process).

8.15.3 The Independence and Credibility of the APRM

The independence of the APR Panel will be another important factor that will
determine the credibility of the review process. The APR Panel's credibility will
depend on whether they are able to provide accurate and independent assessments
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of the conditions in countries being reviewed. Any signs of bias or cover-ups, will
compromise the entire APRM. As Bekoe (2003 :4) states, "the members of the
APRM panel should be above reproach and independent of Africa's patron-client
network."

The seven members of the "eminent persons" group that have been approved for
the peer review panel include: Graca Machel (internationally known for her work
with UNICEF and the effect of armed comflict on children); Adebayo Adedeji (a
former Executive Secretary of the UN Economic Commission for Africa from
1975-1991. He has been critical and sceptical about NEPAD); Marie-Angelique
Savane (a former Director of the UN Population Fund (Senegal); Bethuel Kiplagat
(former Kenyan Ambassador to France and the United Kingdom and now a leader
of the African Peace Forum); Dorothy Njeuma (former Vice Minister of Education
in Cameroon); Mourad Medelci (served as Minister of Trade, Budget and Finance
in the Algerian government); and Chris Stals (former governor of the South
African Reserve Bank from 1991-1998).

Looking at the current panel of "eminent persons", it is made up of highly
prominent people who are unlikely to compromise their integrity by endorsing less
than accurate reviews. One can therefore posit that the composition of the current
panel satisfies an important aspect of a reliable peer review commission: its
independence.

8.15.4 Uniform Standards of Review
The need to have .a uniform standard or framework so that countries are not
assessed on completely different criteria in respect of the same subject matter of
review is important. In this regard, countries participating in the APRM have
agreed to adhere to certain basic international standards as set out in the NEP AD
base document and NEPAD's Declaration on Democracy, Political, Economic and
Corporate Governance (paragraph 1.2, Objectives, Standards, Criteria and
Indicators for the APRM). The uniformity of standards ensures that states do not
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question the validity of the assessments and clearly meets the requirement of a
good peer review mechanism.

8.15.5 Publication of Review Reports

As noted earlier, the APRM provides for the publication and dissemination of its
review reports in key regional places and institutions (paragraph 25 APRM Base
Document). Prompt publication of these reviews would be crucial so that
momentum is not lost in helping and holding states accountable. Publication will
need to be widespread so that information is not only available to government
officials, other states and the donor community but a large segment of the
population such as civil society, academic institutions and ordinary citizens. Such
widespread publication will put pressure on reluctant states to comply or
implement the recommendations of the APRM. To be more effective the APRM
published reports, like those of the FA TF, could also draw up a list of compliant
and non-compliant states. This list could contain all member countries and rank
them according to whether they have implemented or failed to implement the
recommendations of the APRM. The list could indicate the level of compliance
and suggest ways forward. In this way, non-cooperating states can be identified,
assisted and if need be, pressured or even isolated unless they improve.

8.15.6 Sanctions
On the question of sanctions, NEP AD must clarify the kind of review mechanism
that it seeks to adopt. As I indicated, if the mechanism assumes only the form of a
transparency review, it does not need to embody any sanctions. The imposition of
sanctions, if any, will emanate not from within, but from outside players. But if
the APRM were to become a compliance type review, it must then clearly spell
out its sanctions. Currently, its position on the matter is so vague as to be
unhelpful.
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8.16 Conclusion

As Nmehielle (2004:246) rightly points out, there is no assured certainty of the
APRM's success or effectiveness as Africa's new approach to inter-African
relations. The APRM breaks however from the African past of non-interference in
the internal affairs of member states with the aim of "objective and constructive
criticism that is bound to affect state practice in various areas to accord with
international best practices elsewhere". In this respect, there can be no doubt that
the APRM is an important signal to the international community that African
states are eager to improve their socio-economic and political environments by
adhering to international best practices and standards.

Whilst the APRM has the potential to project a positive image about Africa, its
success will ultimately rest not only on its ability to attract sufficient funding, to
recruit competent staff and to publish its reports in a timely way, but also on the
political willingness of Africa leaders to implement it findings and to hold each
other accountable. Given the traditional reluctance to interfere in the internal
affairs of member states, the implementation of the peer review mechanism and
any sanctions thereunder requires that African states must move beyond African
group solidarity or collegiality (Abraham 2003 :732; Herbst and Mills 2003 :55 ;
Ngamau 2004:543). Whether African leaders will be able to do this remains to be
seen. Similarly, the extent to which the APRM can promote good leadership in
Africa will depend on whether it can "bite". Without a clear set of sanctions and
the involvement of other international players such as the World Bank/IMF, the
ability of the APRM to make credible threats against delinquent states is doubtful.
Yet, the provision of sanctions in the APRM is likely to encounter opposition and
even render the APRM unattractive to African countries. In short, promoting
participation in the APRM will require that there should be no sanctions in place
and yet without some form of coercive power, the APRM is likely to be
ineffective. Given this paradox, I set out in the next chapter how these real
concerns can be effectively addressed under the APRM.
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CHAPTER9
NEPAD: DESIGNING AN EFFECTIVE COMPLIANCE MECHANISM
"Just because we cannot see clearly the end of the
road ... that is no reason for not setting out on the
essential journey. On the contrary, great change
dominates the world, and unless we move with
change we will become its victims" (Arthur, J.
Olsens

quoting Robert

F.

Kennedy,

Farewell

Statement at Warsaw, Poland, July, 1, 1964 cited in
Udombana 2002:69)

9.1 Introduction

In the preceding chapter, I set out the competing views about how the African Peer
Review Mechanism (APRM) can be designed to become a much more effective
regulatory mechanism. These competing views centred primarily around the
question of sanctions and the participation of outsiders or key international players
in the APRM. In this chapter I argue for a hybrid model in response to the
arguments on different sides of the debate that I described in Chapter 8. The
hybrid model proposed in this chapter encompasses the use of punitive and nonpunitive sanctions. It also allows for the participation of all stakeholders-be they
non-governmental organizations, international institutions and organizations or
other states. The hybrid model developed in this chapter integrates aspects of the
management theory derived from international law, networked governance and
responsive regulation whose intellectual foundation includes restorative justice. In
setting out a case for the hybrid model, this chapter begins by considering the
different approaches to designing an effective compliance system. These
approaches are considered through the lens of the management, responsive
regulation and networked governance schools. The insights offered by these
theories are brought together to argue for a hybrid enforcement model that is
nodally coordinated.
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9.2 Strategies for Designing an Effective Compliance System

Designing an effective compliance strategy invariably requires an understanding
of why states obey international agreements or obligations. Several international
law and international relations scholars have developed a number of theories in an
attempt to explain why states comply with their international obligations. These
theories have ranged from the transnational legal process theory developed by Koh
(1997), the reputational theory developed by Guzman (2002) and the management
theory developed by Chayes and Chayes (1995), to mention but three.

In terms of the theory developed by Koh (1997), states obey international law as a
result of repeated interactions with other actors, or as Koh (1997:2602) puts it,
" [through] a complex process of institutional interaction whereby global norms are
not just debated and interpreted, but ultimately internalized by domestic legal
systems". Meanwhile, Guzman (2002: 1827) posits that states comply with
international law/agreements both out of concern for their reputation and for fear
of sanctions. He calls his theory, a "reputational model of compliance" (Guzman
2002: 1825). Whilst it is not clear to what extent states or domestic courts will
internalize international norms, the transnational theory is insightful to the extent
that it envisions states learning best practices from their interaction with others.

Chayes and Chayes (1995) in their "New Sovereignty", on the other hand, reject
the use of sanctions in securing compliance with a treaty obligation. They contend
that coercive enforcement mechanisms are not only rarely used to ensure
compliance with international treaties, but are also likely to be ineffective when
used (Chayes and Chayes 1995:33 ; see also Crossen 2004:482 ; Frischmann
2003 :73 8). They argue that management tools, such as transparency, reporting,
verification and monitoring, dispute resolution and capacity building are the key to
designing a regime which encourages compliance (Chayes and Chayes 1995 :25 ;
see also, Crossen 2004:482; Frischmann 2003 :73 8).

As with the reputation theory, the Chayes ' management theory claims that the
incentive for compliance is not so much a nation' s fear of sanctions, as fear of
diminution of status through loss of reputation (Koh 1997 :2636; Crossen
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2004:488). Reputation matters in that though states can pursue their own interests
without regard to the reactions of others, they are restrained in their conduct
because "there are too many audiences, foreign and domestic, too many
relationships present and potential, too many linkages to other issues to be
ignored" (Chayes and Chayes 1995: 119).

Of the three theories discussed in this section, the reputation and management
theories come closer to the argument being made in this study about how the
APRM can be designed. Although both the reputation and the management
theories identify the loss of reputation as an important variable in explaining why
states comply with their international obligations, they differ on whether sanctions
play any role in this compliance mix.

Whilst making a case for his reputation theory,

Guzman (2002: 1866)

acknowledges that there may be instances where punitive sanctions are the only
means of achieving optimal results. For example, sanctions would be appropriate
in dealing with states that continually violate their international obligations. For
this reason, he argues that despite any shortcomings that punitive sanctions may
have, they should not be dismissed as otiose (Guzman 2002: 1868). According to
this theory, reputation and sanctions are to be regarded as complements rather than
substitutes.

On the other hand, Chayes and Chayes (1995:25) argue that compliance with
treaties is maintained through an "iterative process of discourse among parties, the
treaty organization and the wider public". In rejecting the use of sanctions as a
basis for inducing compliance, they contend that states have a general propensity
to comply with their international obligations and that the principal source of noncompliance is not usually wilful disobedience by states but usually stems from: (1)
the ambiguity and indeterminacy of treaty language, (2) limitations on capacity of
parties to carry out their undertakings and (3) the temporal dimension of the
social, economic and political changes contemplated by regulatory treaties
(Chayes and Chayes 1995:10; 1993:188). Hence, the use of sanctions or an
"enforcement model" of compliance must be replaced with a "management
model" in which:
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Performance that seems for some reason unsatisfactory
represents a problem to be solved by mutual consultation
and

analysis,

rather

than

an

offense

to

be

punishable ... persuasion and argument are the principal
engines of this process, but if a party persistently fails to
respond, the possibility of diffuse manifestations of
disapproval or pressures from other actors in the regime is
present in the background (Chayes and Chayes 1995:26).

Although the need to maintain a good reputation can provide the required impetus
for states to comply with their international obligations, as indicated in the
preceding chapter, states are not necessarily driven by reputational concerns in the
conduct of their international relations. In fact, states often have mixed
reputations. Accordingly, a loss of reputation may not in itself provide a sufficient
prod for states to comply. Guzman (2002) does recognize that the loss of
reputation alone may not provide the necessary push towards compliance without
the use of sanctions. Downs, Rocke and Baarsoom (1996:397) in their critique of
the management theory argue that while coercion may not be a panacea, it cannot
be ruled out as irrelevant. Likewise, Koh (1997:2639) states that by emphasizing
the power of the managerial model and the weakness of the enforcement models,
the management theory "creates a false impression that the two are alternatives
when in fact these two strongly complement one another-the managerial model
succeeds not just because of the power of discourse but also because of the
possibility of or 'shadow' of sanctions, however remote that prospect might be".

To reconcile these divergent views on how a compliance strategy might be
designed, the regulatory enforcement pyramid developed by Braithwaite gives us
one option or lenses for conceptualizing how these divergent views can be
accommodated. In terms of the Braithwaite pyramid model, depicted in Figure 9 .1
below, compliance is achieved through the use of both dialogue and sanctions.
Although the focus of Braithwaite' s pyramid model is more on restorative justice,
its attraction is that it can be applied in any regulatory setting. This pyramid model
is as Braithwaite (2002:30; 2005 :9) puts it, "an attempt to solve the puzzle of
when to punish and when to persuade". The key idea behind the pyramid is that
punishment and persuasion should be linked in a certain sequence that begins with
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persuasion at the base and ends with the most punitive sanction at the apex
(Drahos 2004:41 O; Braithwaite 2002:30; 2005: 11 ). The assumption that lies
behind the linkage sequence in the pyramid is that there are different types of
actors-the rational, virtuous and irrational. The different enforcement levels in
the pyramid are therefore designed to deal with these different types of actors
(Drahos 2004 :410).

Figure 9.1

Sanctions

Official Warning

Peer Pressure

Dialogue

An example of a Regulatory Pyramid. Adapted with modifications from Braithwaite (2002).

In terms of Braithwaite' s regulatory pyramid, to secure compliance and achieve
any meaningful outcome, dialogue must not only be all-inclusive (involve all
stakeholders) but must also be held in a non-adversarial manner.

Only when

dialogue has failed can punitive measures be taken by moving up the pyramid
(Braithwaite 2002:30; 2005 :9; Drahos 2004:411 ). Even so, any punitive action
must be taken only as a measure of last resort (Braithwaite 2002:30; 2005 :9). A
significant aspect of the pyramid is that it does not pre-empt which matter would
be resolved by dialogue and which one would attract a punitive sanction. It is a
dynamic model which is not intended to specify in advance which types of matters
will be dealt with at the base of the pyramid, which ones are the more serious ones
that should be in.the middle and which are the most serious ones for the peak of
the pyramid (Braithwaite 2002:30; 2005 :9).

Because sanctions are in the background rather than the foreground, compliance
can be achieved at the initial stage of dialogue without resort to the use of threats
or sanctions. However, where the regulator is unsuccessful in achieving
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compliance at the initial dialogue stage, he or she can move up the pyramid to
deploy more coercive tools. Nonetheless, if compliance is achieved after having
escalated up the pyramid, that is, through the use of punitive measures, the
reforming state is still rewarded for its compliance by putting the pyramid into
reverse and de-escalating down the pyramid (Braithwaite 2002:31; 2005: 10). Deescalation is indicative of the success rather than the failure of the punitive
measure. As Braithwaite (2002:31) succinctly states:

The pyramid is firm yet forgiving in its demands for
compliance. Reform [is] rewarded, just as recalcitrant
refusal

to

reform

following

wrongdoing ... result

in

punishment.

In many ways, the enforcement pyramid gives a regulator a diverse yet integrated
set of regulatory strategies that can be deployed against all types of
actors-virtuous, rationally calculating, resistant and incompetent. As one type of
strategy fails because of the type of actor involved, another is wheeled into place
(Drahos 2004:411). As Drahos (2004:411) states, "building forgiveness and
reward into the pyramid adds to its reasonableness and ultimately to its
effectiveness, because those on the receiving end can see that the pyramid is not
about unreasoning coercion". And as Lind and Tyler (1988:64), point out, people
will comply with a negative outcome so long as they believe that the process
leading to the finding or outcome was impartial and just. A fair outcome is not
essentially about a favorable outcome but more about procedural fairness. This
however, does not mean that the favorability of an outcome is not relevant to the
issue of compliance (Lind and Tyler 1988:64; Murphy 2004: 190). What it means
simply is that whilst outcomes do influence reactions, both the willingness to
accept outcomes and feelings about the decision-maker are dominated by reactions
to the process (Murphy 2004: 190; Lind and Tyler 1988:64). By having sanctions
in the background and dialogue in the foreground, the regulatory pyramid gives
pre-eminence to "due-process" as negative sanctions are only visited on a state
after an elaborate process of consultation and dialogue.
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9.3 The APRM and the Regulatory Pyramid

Although the regulatory pyramid is appealing in its use of both dialogue and
sanctions to achieve compliance, the extent to which it may be extended to the
APRM will depend on the type of review mechanism the APRM is to become. As
stated in the preceding chapter, it is not clear whether the APRM is a
"compliance" or "transparency" type review mechanism. The distinction made in
Chapter 8 between these types of review mechanisms is that under a
"transparency" review there are no sanctions in place, but under the "compliance"
review, sanctions are either explicitly or implicitly embedded in the review
mechanism. Although the transparency type review does not embody a set of
sanctions, the information revealed through such a review process can facilitate
enforcement in the sense that other members or third parties can invoke and rely
on it to demand that the state under review should comply with the
recommendations made.

Compounding the above problem is the fact that the APRM is vague on whether
sanctions can be imposed or not. As noted in Chapter 8, if dialogue and peer
pressure fail to induce compliance, then participating Heads of State and
Government can notify the offending government of their collective intention to
take appropriate measures against it by a given date (paragraph 24 APRM Base
Document 2001 ). There seem to be a range of possibilities. Another related
problem regarding the question of "appropriate measures" is that the review
process as currently envisaged under the APRM is broad-based and all
encompassing. It includes reviews on democracy, good governance and economic
and corporate governance. Given that nation states have multiple characteristics
and goals, it is not clear whether one gets punished for observing one and not the
other, or that "appropriate measures" apply only to where there has been total
disregard of all the APRM recommendations.

Until the ambiguity on the question of sanctions 1s resolved, difficulties
concerning the kind of compliance system that should be designed will remain.
Admittedly, it is also likely that even without the ambiguities surrounding the
issue of sanctions, the debate on whether sanctions are desirable or not would still
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be polarised. As highlighted in the preceding chapter, ample literature in favour of
both positions on sanctions exist. My informants were also divided on the question
of whether the APRM should embody a set of sanctions or not. Those opposed to
sanctions took the view that their imposition would make the APRM unattractive
to African countries. Those in support of sanctions however argued that without
sanctions the APRM would be ineffective. It would appear that the APRM is
damned if it has sanctions and damned if it does not. The aim of the hybrid
position proposed in this study is to accommodate these two conflicting positions
without giving undue preference or committing to one position over the other.

9.4 The APRM and Networked Governance

Related to the debate on sanctions is the question whether the APRM should be
all-inclusive, that is whether non-African players such as key international
institutions, organizations or developed states should participate in it. Currently,
the APRM is envisaged as an all-African peer review mechanism. Although this
position might be seen as consistent with the post-colonial evolution of African
sovereignty, the evidence on African leadership suggests that models of "self
governance" and "self regulation" should be treated sceptically. As indicated in
Chapter 7, the nature of African political authority is such that "self interest"
which is usually not defined in terms of broader national interests but in terms of
the interests of the leader, predominates. As highlighted in the earlier chapters, the
neo-patrimonial system that has become a defining feature of African political
authority has meant that people occupy official positions less to perform public
services and more to acquire personal wealth and status. Against this background,
I argue that the exclusion of non-African players in the APRM is a weakness.

Furthermore, even if the objections to the participation of international players in
the APRM were adjudged to be meritorious, such objections could well turn out to
be self-serving. By keeping out other players, African leaders can be assured of
their continued lack of accountability. As one informant told me, "African leaders
are renowned for their group solidarity. They will stick to their own even in the
face of human rights violations, economic mismanagement, corruption and poor

245

leadership .... ". The exclusion of other players in the APRM would ensure in this
respect that the status quo is not threatened. Whilst there can be no substitute for
reforms that are domestically initiated, external pressure and assistance can push
countries toward reform and compliance. Without some form of international
pressure, the propensity of African leaders to rally behind each other makes it
unlikely that they would be forthright in their criticism of each other.

As indicated in Chapter 8, almost all African countries do in considerable measure
look to the developed countries and international organizations for investment, aid
and trade. This reliance is exemplified, for instance, by the fact that the volume of
trade amongst African countries is insignificant compared to their trade with the
EU. In fact, 31 percent of all African exports are sold in the EU market whilst 40
percent of Africa's imports are derived from the EU. The EU is Africa's largest
trading partner (Hinkle and Schiff 2004: 1321 ). International institutions and
organizations such as the G8, the World Bank and IMF have also been supportive
of African countries. Over the years they have written off some of Africa's
external debt, extended concessionary loans, aid and grants to African countries in
an attempt to assist them in their developmental efforts.

Apart from international institutions and organizations, multinational corporations
(MNCs) have also been a key source of capital investment in Africa. However,
with respect to MN Cs, resource (oil) rich countries such as Angola, Nigeria and
the DRC provide examples about the "morality" of investment decisions . These
countries have enjoyed substantially high levels of foreign investment despite the
existence of questionable leadership, corruption and economic mismanagement.
Given that investment is naturally profit driven, re-orienting MNCs to consider
factors other than profit would require collaboration between the APRM and these
large, powerful MNCs. Without such collaborative efforts, dissuading MNCs
investing in countries that were not NEP AD compliant, but which offer high
investment returns would be difficult if not impossible.
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Given that African countries do not look to each other in any significant way for
either aid, investment, debt forgiveness or trade, the successful implementation of
the APRM is more unlikely unless the participation of other actors such as
international institutions, organizations and MNCs is secured. Because these
international institutions, organizations and developed states have sufficient
coercive power-in terms of their ability to withhold aid, forgive debts and to
extend trade concessions-they constitute important "networks of governance"
that are crucial to the success of NEP AD and the APRM. They can offer
incentives and make credible threats to bring about compliance.

Despite the phrase "networked governance" being defined in different ways (see,
for instance, Henry, Giles and Yanacopulos 2004:842; Bevir and Rhodes 2003:53;
Jones, Hestery and Borgatti 1997; Rhodes 1997), the phrase generally embodies
the idea that governmental functions are not necessarily the exclusive preserve of
national governments, but are increasingly executed by the collaboration of "a
system of interdependent sovereign units" in which power is dispersed among a
multiplicity of divergent actors instead of a single authority (Blatter 2003 :504;
Bevir and Rhodes 2003 :53; see, also, Braithwaite 2005a:2). By definition,
networks have no centre or even any hierarchical order. They have a significant
degree of autonomy from the state and are self-organising (Bevir and Rhodes
2003 :53). They de-centralize performance and decision-making to both state and
non-state actors (Castells 2000: 15). But as Bevir and Rhodes (2003 :53) argue,
although the state "does not occupy a privileged, sovereign position", it can steer
networks.

Even though networks vary enormously, they have a number of common
characteristics. First, they are multi-sectoral, in that they involve the participation
of some combination of national governments, multilateral agencies, nongovernmental organizations and the private sector (Heimans 2003: 15 ; Witte,
Reinicke and Benner 2002: 10; Braithwaite 2005 :22). They bring diverse groups
together without any one group or actor occupying a "gatekeeper position"
(Blatter 2003 :504; Castells 2000: 19). Second, they are usually designed to address
very specific issues or problems, rather than a general set of issues within a broad
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mandate (Heimans 2003: 15). Third, they tend to be much smaller in organizational
terms than broad-based international institutions and their governance structures
are likely to be more ad hoc or informal (Heimans 2003:15). However,
irrespective of how one might look at networks, what is apparent is that the
coordination of the different actors in them is not a result of "central steering" but
emerges instead through the purposeful interactions of many individual and
organizational actors (Blatter 2003 :504).

Adopting a variation of the above concept of "networked governance", I argue that
the involvement in the APRM of the different stakeholders, such as the World
Bank, IMF, MNCs, the G8, WTO, ILO, the UN and developed states would hold
greater promise for making the APRM work. The ability of the APRM to exert
any significant pressure on African countries is greatly limited because of its lack
of any effective economic leverage. The answers to dealing with this weakness are
networks with other organizations and states that have sufficient negotiating,
bargaining and ultimately coercive weight against African countries. These
international organizations or networks have adequate resources and capabilities
not only to set standards and monitor them but also to disseminate information and
knowledge amongst several important networks (Steets 2003; Witte, Reinicke and
Benner 2002: 11). They can mobilise resources and draw other players into the
network. This ability to draw other players into the network is amply demonstrated
by the IMF ' s ability to impose its will on developing countries. Often a favourable
assessment by the IMF unlocks both the IMF and non-IMF resources whilst an
unfavourable assessment adversely affects the flow of such resources (Kanbur
2004:9).

9 .5 The Stiglitz Criticism

Admittedly, whilst the IMF can mobilize resources and secure the participation of
other actors, there has been a chorus of disapproval in the way in which it imposes
its reforms. In particular, the failure of many of its reforms such as structural
adjustment programmes in Africa, market liberalization reforms in Russia and
financial reforms in East Asia (particularly in Indonesia), has led many to question
the desirability of IMF involvement in reforms (see, for instance, Hadiz and
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Robison 2005;

Ikhide 2004; Stiglitz 2002; Hill 2000; Collier and Gunning

1999c). The major criticism of the IMF has not only been that it wields too much
power over the economic policies of developing countries, but that it also endorses
a "one-size-fits-all" approach to reform in terms of which reforms are similar
across countries irrespective of their level of development or particular
circumstances. Stiglitz (2002:34) articulates this position as follows:

But to the IMF the lack of detailed knowledge is of less
moment, because it tends to take a "one-size-fits-all"
approach. The problems with this approach become
par6cularly acute when facing the challenges of the
developing and transition economies. The institution does
not really claim expertise in development. .. yet it does not
hesitate

to

weigh

in,

and

weigh

in

heavily,

on

development issues.

Although it may be true that most of the IMF initiated reforms have failed and that
the policies prescribed by the IMF may have been directly responsible for such
failure, the IMF nonetheless still has a role to play. The role envisioned for the
IMF in this chapter is not one of a dominant and domineering player in deciding
what policies African countries should adopt. Rather, its role is a complementary
one designed to support domestically identified reforms. As highlighted in Chapter
4, NEP AD is about institutions being created in Africa by Africans. The
IMF /World Bank will therefore be involved not as reform initiators, but as
supporters. The question of which developmental strategies or reforms to pursue
would not be a matter to be decided by the IMF /World Bank, but by African
countries themselves through the APRM. Within this set up, the role of the
IMF /World Bank could be to provide advice, technical assistance and financial
support when the need arises in order to help countries undertake required reforms
or contain domestic opposition to such reforms.

9.6 Resolving the Paradox of Sanctions and Exclusion

It is hypothesized that a realistic approach to designing an effective APRM

requires a mix of both punitive and non-punitive sanctions and the participation of
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the key international players in the APRM. However, given the lack of clarity or
vagueness in the APRM about whether sanctions can or cannot be imposed against
delinquent states, the regulatory pyramid advanced by Braithwaite (2002) cannot
be replicated or adopted in its entirety in designing the hybrid model. This is
because, as reflected in Figure 9 .1 above, under the regulatory pyramid, the use of
sanctions, coercion or the "big stick" to enforce compliance is clearly recognized.
The ambiguity manifest in the APRM on the subject of sanctions means that the
operation of the regulatory pyramid in the absence of an unequivocal endorsement
of sanctions is inhibited. As Figure 9.2 below shows, such a pyramid would likely
be limited to issuing official warnings only.

Figure 9.2

I\
Official
Warning

Peer Pressure

Dialogue

Although a review mechanism can be limited to being either a "transparency" or
"compliance" mechanism, it would be essential for the APRM to build into its
mechanism both penal and non-penal provisions. The non-penal provisions will
provide the carrot, whilst the penal provisions the stick. The non-penal provisions
will allow the employment of dialogue and persuasion in getting countries to
reform. On the other hand, penal provisions will allow the APRM to be firmer
against members that deliberately refuse to reform. Imposing sanctions would,
however, require that they should be coordinated cooperatively between African
leaders or the APRM and key international players. The involvement of key
international players is essential given Africa' s economic stagnation, its debt
overhang and its general lack of the necessary human capital, all of which are vital
if the APRM is to succeed. Thus, the involvement of other players would provide
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the necessary resources, facilitate the exchange of information and ensure that for
its monitoring reach the APRM draws on resources that extend beyond African
borders.

The cooperation between the key international actors and the APRM would
constitute an enforcement network. In this network, each actor in the group would
be responsible for the expansion of the network by bringing other parties into the
coalition and ensuring that the APRM recommendations are observed. In a sense,
these actors would constitute what Wood (2005); Shearing (2005); Drahos (2004);
Burris (2004); Johnson and Shearing (2003); Shearing and Wood (2003; 2000)
and Castells (2000) call nodes. Nodes are specific organizational means through
which resources of multiple networks are concentrated to produce action (Drahos
2004:410) or, as Braithwaite (2005a: 7) puts its, they are places "where resources,
ideas, deliberative capacity and leadership are available to make networked
governance buzz". Burris (2004:341) succinctly explains the theory of nodal
governance as follows:

The theory of nodal governance is intended to enrich
network theory by focusing attention on and bringing
more clarity to the internal characteristics of nodes and
thus to the analysis of how power is actually created and
exercised within a social system. While power is
transmitted across networks, the actual point where
knowledge and capacity are mobilized for transmission is
the node . Given networks, nodal governance asks how
local participation is organized and effectuated.

Thus, a node can be part of an integrated network; it can be linked to other nodes
in multiple networks without being affiliated to any specific network (Burris
2004:342). It could also be a "superstructural node" which brings together
representatives of different nodal organizations to concentrate the members '
resources and technologies for a common purpose but without integrating the
different networks (Burris 2004:342). These nodes or nodal networks cut across
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national boundaries in their effect (Shearing and Wood 2000:462). Even though
some nodes may be more important than others, they all need each other as long as
they are within the network (Castells 2000: 15). The most distinctive feature about
a nodally coordinated enforcement pyramid, as in Figure 9.3 below, is that the
enforcement reach of the pyramid increases as the number of private actors and
networks increase (Drahos 2004:410). This reach is dependent largely upon
obtaining information about non-compliance, projecting consensus about its use,
and increasing the number of fora in which it can operate (Drahos 2004:418). For
example, Transparency International (IT), national anti-corruption agencies, major
aid donors and international financial institutions (such as the World Bank and
IMF) which locate their own anti-corruption efforts within their broader programs
of good governance, individually constitute nodes and collectively they constitute
networks.

As noted earlier, the participation of key international players in the APRM would
undoubtedly ensure that the APRM had both the expertise, and resource-human
and financial, to gather and disseminate information. Whilst all these might be
provided by the other key players, the cooperation between the APRM and these
key players could ensure that by acting in concert, they were able to build
consensus and garner the necessary international support around the core issues
that need to be addressed by African countries. Such cooperation would ensure
that the objectives of NEPAD have a global credibility and local efficacy.

9.7 The Hybrid Position and the Nodally Coordinated Pyramid

As argued in this chapter, designing a successful compliance mechanism requires
that the APRM must not only have penal and non-penal provisions but must also
bring on board other key players. Consequently, the hybrid model must be
constructed in a way that ensures that cooperation from the key players would be
obtained. This can be achieved through a nodally coordinated hybrid model as
reflected in Figure 9 .3 below.
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The idea of a nodally coordinated pyramid is derived from the work by Peter
Drahos (2000; 2004). The concept behind the nodally coordinated pyramid is that
through the sharing of information, different networks can be brought together in
pursuance of common goals. According to Castells (2000: 15; see, also, Henry,
Mohan

and

Yanacopulos

2004:839),

the

introduction

of

information/communication technologies has not only provided networks with
more flexibility and adaptability, but has also allowed them to overcome their
coordination difficulties by enhancing communication avenues. Powered by
information technology these networks have become information networks. The
advent of information technology has seen an increase in both the number and
types of networks. This rise in networks has meant that governance is dispersed
through a number of networks, many of which operate independently of each
other. Without any network having an exclusive monopoly of information, the
response has been to link networks to produce structures of governance. These
structures are what Drahos (2000: 14) calls "nodal governance" structures. Drahos
(2000: 14), argues that even though these structures "do not bring information
omniscience to actors, they do bring more information and importantly resources
and technologies that enable actors to become centers of governance".

According to Slaughter (2004a; 2004b ), apart from networks being constituted by
private actors such as non-governmental organizations, they can also be
exclusively "networks of governments". These network of governments are
networks of national government officials of all kinds operating across borders to
regulate individuals and corporations and to address common problems on a
global scale (Slaughter 2004b: 288; 2004a: 4). For instance, by viewing the state
not as a unit but rather as a disaggregated entity made up of different domestic
institutions all engaged in activities beyond their borders with their foreign
counterparts, one can identify transgovernmental networks, such as networks of
judges, legislators, regulators and diplomats (Slaughter 2004a: 12). These
government networks are in essence information networks, "created and sustained
by the valuable exchange of ideas, techniques, experience and problems"
(Slaughter 2004a:5 l).
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Figure 9.3.

World Bank, G8, WTO
and IMF
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International
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In Figure 9.3 above, the black arrows indicate the exchange of information
between the different networks. The red arrows indicate networks that could
impose sanctions. The the blue arrow reflects the uncertainty about whether the
APRM can impose sanctions. It indicates the possibility of incorporating sanctions
into the APRM.
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9.8 The Hybrid Model and its Constituent Parts

The layers that are to constitute the proposed hybrid model include the
inforn1ational base, the dialogic feature, voluntary, peer pressure, warning and
sanctions layers. The essential feature of the proposed hybrid model is that it
recognizes that different issues may require the adoption of different approaches in
order to be resolved. Imposing economic sanctions, for instance, on a country
simply because it has failed to change its company laws, would simply be
illegitimate and inappropriate. But such a course of action may be more
appropriate in getting such a country to improve its human rights record. What this
implies for NEP AD or the APRM is that there must be clearly defined
circumstances under which sanctions will be imposed.

As shown in Figure 9 .3 above, at the botto1n of the model would be the
informational base of the pyramid. Unless the APRM is able to obtain reliable and
accurate information, the review process will not succeed. Thus, at the first level
of the pyramid, information is to be gathered not only from states being reviewed
but also through studies independently commissioned by the APRM. Information
supplied by states will be verified and reviewed at this stage. Because states may
not always provide full and accurate information, the information they provide can
be verified or tested against information held by the APRM, regional
organizations and international institutions such as the World Bank/IMF, WTO,
UN and the ILO . Such information can also be verified by reference to published
national laws and regulations, reference to judicial decisions and administrative
rulings. In addition, it can be tested against information published in reputable
academic journals. • Besides national reporting obligations and reliance on
international organizations for information, information can also be obtained from
local non-governmental organizations where they exist.

Non-governmental organizations are an independent source of information and
data and can help monitor states ' conduct or compliance through "public
exposure, shaming and popular political response" (Chayes and Chayes
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1995 :251 ). In other words, they play an important role as "watch dogs" by

pointing out where performance by states must be improved or made. An example
1s

Transparency

International

(TI}-an

international

non-governmental

organization devoted to combating official corruption both at the national and
international

plane

(http://www.transparency.org/building.org coalitions/index.html .TI has been able
to build a coalition comprising the private sector, the public sector, NGOs and
international institutions in its fight against corruption. It is an example of a highly
effective super-structural node. Through these coalitions or networks, TI has been
able to bring the issue of corruption to the attention of both national governments
and the international community. Deriving information from NGOs and a pool of
other players is an important part of network governance. The informational basis
of the hybrid model will be strengthened through the APRM' s interaction with
other players or actors.

Once information has been obtained and verified, the second level of the pyramid
would be the dialogue stage. Dialogue, which may be informal or formal, attempts
to achieve co1npliance. At this stage, reasons for non-compliance are determined
in order to ascertain appropriate responses. Unless the reasons for non-compliance
are known, an imposition of sanctions would lack legitimacy. For instance, where
sanctions are imposed in circumstances where lack of capacity, the absence of an
honest and effective bureaucracy, lack of economic resources and/or lack of
technical expertise affect co1npliance, such sanctions would not only be
inappropriate but will fail to induce compliance (Frischmann 2003 :736; Ehrmann
2002:388). Allowing dialogue before imposing sanctions would reinforce a
justifiable expectation of due process that the states being reviewed would hold. It
would convey to participating states a sense that the APRM is not about
umeasonable coercion.

Once the reasons for non-compliance have been ascertained and an appropriate
course of action has been identified, the third stage requires that the state must
voluntarily comply. At this level, the assumption is that both self-interest and a
sense of duty to do what is right would persuade the state to comply voluntarily.
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This stage would be in keeping with both the reputational school and the
management approach that assert respectively that states will generally comply
with their international obligations for fear of a loss of reputation and their desire
to be regarded as members in good standing in the international community
(Guzman 2002: 1823; Chayes and Chayes 1993:27). The underlying assumption
being made here is that states would not subject themselves to a peer review
process if they were not going to comply with its recommendations. Self-interest
simply dictates that they should. The concept of sovereignty traditionally signified
the complete autonomy of the state to act as it chose-- without legal limitation by
any superior entity. Today the concept is less about the freedom of states to act
independently and more about "membership in reasonable good standing in the
regimes that make up the substance of international life" (Chayes and Chayes
1995 :27). Participating in the APRM necessarily calls for states to adhere to
mutually agreed terms. In other words, to be a player, the state must comply with
its international obligations and . submit to the pressures that international
regulations impose if it is to enhance its relationship and standing with other
members of the international community (Chayes and Chayes 1995 :27).

Where a state deliberately or wilfully fails to comply with the review
recommendations after having been given both adequate time and due assistance
to bring about compliance, and all avenues of dialogue have been explored, then
firmer action in the form of putting a country on notice can be taken. This notice
could set out specific demands and time frames within which a state must have
complied, failing which action would be taken. Important as it is to keep the door
open in terms of dialogue, including last-minute dialogue, at some point the firm
hand of sanction must be used. If not, then the pyramid and its other regulatory
tools loose their compliance effectiveness.

The failure to heed the warning would trigger the fifth stage, the application of the
more

coercive

traditional

enforcement

measures.

At

this

stage,

sanctions-whether political or economic, would be imposed. Sanctions are meant
to provide an incentive to comply and deter non-compliance. But given that the
use of sanctions is not explicitly recognized in the APRM, the imposition of
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sanctions under the hybrid model may have to be "contracted out", that is imposed
by outside actors rather than the APRM itself. As noted, outside actors could be
individual states or international organizations and institutions. Wherever
sanctions may emanate, the determination of whether a country is NEP AD
compliant or not should have been made by the APRM. In this respect, any
imposition of sanctions would be made pursuant to the information provided by
the APRM regarding a country's level of compliance.

Possible sanctions could range from, trade, financial, travel, military, diplomatic to
cultural sanctions. Trade sanctions might encompass restricting a country's
imports or exports. Financial sanctions could involve limiting a country's access
to financial markets including its access to loan, credit and aid facilities. Travel
sanctions could restrict the travel of certain individuals and their family members.
Military sanction may include termination of military assistance and sale of
military hardware. Diplomatic sanctions could involve the closure of embassies,
the expulsion of diplomatic personnel and the exclusion from participation in
international fora. Cultural sanctions may encompass expulsion or exclusion from
participation in international sports, scientific and educational events.

Apart from targeting the economy as a whole, sanctions could also be specifically
targeted against specific individuals. These types of sanctions, commonly referred
to as "smart sanctions" (Kaempfer and Lowenberg 2000: 10; 1988 :786), are
applied against individual leaders, government officials or specific groups
responsible for engaging in the behaviour that has been found to be objectionable.
Such sanctions may take the form of freezing or attaching assets owned by such
leaders, individuals or groups that are held abroad and limiting their travel abroad.
As Kirshner (1997 :42) points out, the success of sanctions may depend not so
much on their impact on the target economy as a whole, but "on the extent to
which the right groups are hurt".

Apart from multilaterally imposed sanctions, sanctions could also be applied
unilaterally by states, MNCs, international institutions and organizations following
an assessment by the APRM. MNCs could refuse to invest in countries that have
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failed to take heed of the APRM reviews. The role that can be played by
multinational corporations is significant in that they have become important
players in the world economy. As Braithwaite (2000:229) observes:

The corporatization of the world during the twentieth
century ... has
capabilities

meant
lay

with

that

the

the

corporations

greatest

regulatory
rather than

states ... by the mid-90s for the first time, a majority of the
largest ' economies ' in the world were transnational
corporations rather than states.

International institutions and organizations such as the World Bank, IMF and GS
could withhold aid, grants and demand immediately debt repayments from
recalcitrant states. To be successful, sanctions must not be haphazardly invoked.
They require an understanding of the objectives sought to be achieved. These
objectives could range from taking a moral high ground, to punishing the target
state and attempting to pressure the target to change its conduct (Kaempfer and
Lowenberg 2000:4; 1988:786). Thus, the type of sanctions that are appropriate
may vary in scope and range. Consequently, this requires that there must be a
hierarchy of sanctions, so that when one type of sanction fails , the other is
wheeled in. For instance, imposing financial sanctions may require as an initial
response that grants, aid, or credit facilities must first be delayed, then reduced and
then suspended before being finally cancelled.

Administering sanctions would require that the APRM together with the other
actors 1nust set up a sanctions committee. This is because the mere publication of
the APRM report is not likely to trigger any automatic response from the different
actors or set the enforcen1ent pyramid into motion. The different actors making up
the APRM may have different priorities or concerns. It may be prudent therefore
to establish a sanctions committee made up of the representatives of the different
actors (such as NGOs, MNCs, the Uv1F, and World Bank). This would ensure that,
irrespective of the other priorities that the actors may have, Africa would still
remain on the radar screen. The sanctions committee would be an enforcement
node, tying together the various organizational networks that were represented on
the committee. The main task of the committee will be to monitor compliance and
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to determine the kind of sanctions to be imposed in cases of breach. To be
effective, the committee would need to be seen as possessing genuine regulatory
capacity or power. In other words, it should be able to project credibility and a
sense that it will act against any state should the need arise. The presence of
sanctions combined with a belief that the committee will apply them is likely to
lead to countries complying before the big stick is actually wielded (Drahos
2004:412). The committee would have to not only establish and maintain a

reputation for punishing violations but would also have to project a sense of
invincibility.

The imposition of sanctions is not, however, without cost to both the instigating
and the targeted party. The incentive to backslide or free ride may require that
sanctions must be supported by a metanorm. The metanorm a term coined by
1

Axelrod ( 1986: 1101 ), requires that one must punish those that fail to punish
defection. In other words, it is a norm for punishing those who do not punish
deviants (Jones, Hesterly and Borgatti 1997:932). In network governance, for
instance, one ' s reputation is hurt when one recommends someone whose
performance does not meet expected standards (Jones et al 1997:932). Likewise,
under the hybrid model, states that continue to do business with delinquent states
might be considered as pariah states and institutions and organizations that do the
same can be named and shamed.

9.9 The APRM and its Payoffs

In advocating for the participation of other actors in the APRM, one is
immediately confronted with ascertaining what the payoffs are for the actors
participating in the . APRM. Whilst there has not been a systematic study to
ascertain the payoffs, one could argue that the incentives to participate in the
APRM for outside actors would be numerous. For instance, for the WTO and
other states, this could anchor greater transparency in trade policies and enhance
the exchange of information vital for trade and other diplomatic relations. For the
World Bank and IMF in pa1iicular, participating in the APRM could allow them to
promote their good governance agenda without being accused of being autocratic
or overly prescriptive to African countries. This is because many of the reforms
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under the APRM would be seen as locally owned as opposed to being externally
imposed. As noted in the earlier chapters, good governance has become not only a
condition for economic assistance but also for market access particularly in the
USA and EU.

Throughout the World Bank literature, good governance is described as relating to
the promotion of the rule of law, accountability, participation, political stability,
government effectiveness and limiting corruption (World Bank 1992; Santiso
2002). On the other hand, the guidelines adopted by the IMF in 1997 on good
governance mainly deal with macro-economic stability, external viability and
orderly economic growth in member countries (World Bank 1997:3). The IMF
involvement in good governance is therefore primarily limited to economic
aspects of governance particularly with the effective management of public
resources, transparency of government accounts and the stability of the regulatory
environment conducive to private sector activity (World Bank 1997 :3; Santiso
2002). As Hernandez-Truyol (2004:667) points out, the notion of good
governance is and has been owned by international financial institutions to make
demands of third world states as a condition for their economic assistance.

The manner in which both the World Bank and IMF have gone about applying
their governance standards has drawn a general criticism that in imposing them,
these institutions not only ignore input from reforming countries, but also fail to
pay sufficient attention to the level of development of reforming countries. As a
result, their reforms, often seen as an imposition, have in many instances not only
failed to yield required results but also to produce credible commitment to reform
by states undertaking them. For the World Bank and IMF, participation in the
APRM will therefore provide them with armour against criticism, as the APRM
initiated reforms are likely to minimise resentment against these institutions by
promoting a sense of ownership and commitment to reforms by African states.

For multinational corporations, participation in the APRM would ensure that they
are able to influence some of the policies being adopted, as well as being able to
inform themselves better about the African continent. As noted in earlier chapters,
international investors have been wary of investing in Africa because of the
261

perception that the continent 1s a risky investment destination. As the 1999
UN CTAD Report states, "the image of Africa among foreign investors still tends
to be one of a continent associated mainly with political turmoil, economic
instability, disease and natural disasters ... [and] little attempt [has been] made to
differentiate between the individual situation of more than 53 countries in the
continent". Thus, for MNCs, participating in the APRM will shed a better light on
Africa, the opportunities it offers and provide an avenue through which they can
communicate their concerns. This will be important in creating certainty,
addressing perceptions or investor concerns and generally creating an enabling
environment for the private sector to flourish.

9.10 Conclusion

The

debates

surrounding

the

APRM

ultimately

come

down

to

two

issues-sanctions and the participation of other actors in the APRM. Although the
different arguments relating to these two issues may be persuasive when
considered in their own right, they are not mutually exclusive. The success of the
APRM will be determined largely by how it is able to accommodate these
different views. As a practical matter, the APRM must make provision for both
non-punitive and punitive sanctions. In making a case for sanctions, this is not to
be understood as rejecting the process of dialogue. Dialogue and peer pressure
must necessarily be in the foreground but are to be complemented by the use of
sanctions. However, it would be wrong to assume that once the APRM
unequivocally adopts the use of sanctions, that these would be self-executing.
Given the diversity of interests and priorities amongst the different actors, these
sanctions must be cooperatively coordinated and implemented by all stakeholders
if they are to work. The nodally coordinated hybrid pyramid argued for in this
study shows how such coordination may be achieved.

The APRM must also involve other actors if the sanctions that are to be imposed
are to be effective. It is doubtful that any peer pressure emanating from African
peers would have a significant impact on erring states. This is because African
countries generally look to international financial institutions, organizations and
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developed states for a greater part of their exports, imports, credit, debt
cancellation and aid. Without the participation of other actors who are able to
make credible threats in the review process, the APRM faces the danger of
becoming a mere "talkshop". Involving other actors in the review process is not
empowering them to enforce compliance over the APRM. Rather, such an
approach is based on pragmatic considerations. NEP AD cannot in this
interdependent world afford to isolate itself from others. Whilst the objection to
the participation of non-African actors in the review process may be in keeping
with nationalist sentiments, such objections must be based on an appreciation of
Africa's practical politics. As we noted in the preceding Chapters, much of
Africa's failure has resulted from poor leadership. African history attests to this
fact. The OAU, for instance, could not effectively deal with renegade states or
leaders because of a remarkable sense of group solidarity amongst African leaders.
Without the participation and involvement of other actors, the APRM is unlikely
to succeed. The hybrid model proposed in this study is probably the best way of
enhancing the effectiveness of the APRM.
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CHAPTER 10
SUMMARY AND CONCLUSION

"It is Africa's actions and leadership that will be the

most

important

determinant

of

progress

m

generating a resurgence in Africa, advancing living
standards and taking forward the fight against
poverty. The more effective the action taken by
Africa itself, the stronger the case for support from
outside"(Commission for Africa 2005:370).

For the past four decades, Africa has been on an economic decline. Domestic
savings have either dried up or declined, international aid flows have decreased
and its external debt has magnified. With 34 of the 42 highly indebted poor
countries being in Africa, the continent's stagnation has simply been spectacular
(Chapter 1). Against this stark reality, the New Partnership for Africa's
Development (NEP AD) calls for the promotion of foreign direct investment (FDI)
as an engine of growth (Chapters 1 and 4). In ideal conditions, FDI can indeed
promote economic growth by bringing capital, new technology, skill transfer,
opening up new markets and enhancing the capacity of the host state to earn more
foreign exchange (Chapter 4). Nonetheless, despite investment liberalization
efforts by many African countries, the continent has attracted low levels of FDI
compared to other developing regions of the world. As noted in Chapters 1 and 6,
the continent attracts a paltry two percent of worldwide inflows of FDI.
Promulgation of bilateral investment agreements and participation in multi-lateral
settings has not translated into more FDI. Debt cancellation and concessionary
loans have also not spurred countries towards sustainable development (Chapter
3). What are the factors that explain this stagnation?

The mainstream literature explaining Africa's underdevelopment highlights
among other things, Africa' s colonial experience, bad governance, lack of
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democracy and rule of law, corruption, poor infrastructure, fragmented economies,
debt mismanagement, poor government policies, political instability, ineffective
and inefficient institutions, capital flight, unfavorable trade terms and reliance on
primary products for exports, as some of the factors that have contributed to
Africa's underdevelopment. Whilst much of this may be true, this focus on
institutional, structural and historical factors has resulted in little attention being
given to the issue of leadership.

In this thesis I have challenged the notion implicit in the cultural determinist,
structural and institutional economic literatures that leaders, particularly political
leaders, are essentially powerless agents in the process of development. Although
the perspectives offered by the cultural determinist, structural and institutional
literatures provide a useful template of factors that inhibit growth and therefore
enhance our understanding and provide major insights into what drives
development, their greatest limitation or weakness has been their failure to explore
the issue of leadership and its place in the FDI and development literature. This is
particularly important in that free and well functioning markets and institutions are
not self-creating. The rule of law, good governance, democracy, infrastructure
development, macro-economic and political stability are not bequeathed on states
by some supernatural being. These are developed and nurtured by leaders in
concert with their societies. The pre-eminence of the above perspectives has
generally foreclosed on other possibilities and ways of thinking about
development. Unless we recognise the importance of leadership and the pivotal
role that individual leaders can play, the road to finding the "missing link" in the
development literature will remain elusive.

Why is leadership such an important factor? Apart from the reasons already
elucidated above, leadership is essential in prompting trust and certainty in how
government conducts its affairs. As we noted in Chapter 7, trust and certainty are
important in enhancing business confidence and promoting foreign investment. If
investors are not confident that their investments would be protected, then that
reduces the incentive to invest. Through their actions, leaders can give signals to
investors about the government' s attitude and commitment to certain policies. The
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signals sent might either be positive or negative. By their actions, they can
promote investor confidence and build effective and efficient institutions that
survive them. Idi Amin, through his nationalization and expropriation of foreign
businesses in Uganda succeeded only in creating a loss of business confidence and
killing the private sector. Although Uganda has been able to overcome some of
Amin's legacies, the effects of his rule still persist today. Leaders, in other words,
can help to create an institutional path dependence that survives them.

Similarly, President Mugabe has been the architect of the destruction of
Zimbabwe's economy. Through violent expropriation of white owned farms, he
has succeeded in destroying Zimbabwe's agricultural sector, which had prior to
these expropriations contributed significantly to the country's foreign exchange
earnings. Unfortunately, as a direct result of President Mugabe's action, the price
of a loss of confidence has been high. The conduct of the Zimbabwean
government, and Mugabe in particular, has seen the flight of foreign investors
from Zimbabwe, acute shortages of commodities that meet basic needs, depletion
of foreign reserves, high levels of unemployment and inflation rates and the
deterioration of the rule of law. In fact, as a way of holding onto power, the
Zimbabwean government has actively promoted a state of disorder.

By contrast, as we saw in Chapter 7, from being one of the poorest countries in the
world, Botswana has enjoyed rapid socio-economic development and is now
classified as an upper-middle income country. With limited foreign direct
investment, much of Botswana's success has resulted not so much from the fact
that the country is blessed with natural resources, but rather because of good
leadership. Good leadership and a relatively clean bureaucracy are some of the
unique features that explain Botswana's success. This is especially the case in that
Botswana is not the only African country that has mineral resources. Many other
countries such as Nigeria, Angola, Liberia, Sierra Leone, Sudan, Equatorial
Guinea and the Democratic Republic of Congo have an abundance of mineral
wealth and yet this wealth can be said to have been more of a curse than a blessing
(Chapter 6). Although these countries have been able to attract more foreign direct
investment (FDI) relative to countries such as Botswana, Namibia and Mauritius,
much of the wealth that has been generated has been dissipated through
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corruption, embezzlement by leaders and through neo-patrimonial networks
(Chapter 6). The problem of underdevelopment in such countries has not been a
lack of productive FDI, but poor leadership.

In sum, poor leadership has been at the heart of Africa's underdevelopment. And
as much as we may find the use of terms such as "thugs", "kleptocracy",
"parasites", "vampire state", "criminalized states" and "venal states" to describe
some African leaders and the type of governments in place to be unnecessarily
emotive and disparaging, we can no longer ignore the fact that some of Africa's
problems are of its own making.

True that agricultural subsidies by developed countries to their farmers have
affected Africa's competitive agricultural products and that reliance on primary
commodities, unfavorable trade terms and bad weather conditions have
contributed to the continent's stagnation, poor leadership remains nonetheless a
critical and overlooked cause of Africa's development failure. Consequently,
achieving sustainable development will require more than just increased inflows
of FDI. It requires improvement in the quality of African leadership. Unless
leaders are significantly more committed to national welfare than self-interest, FDI
inflows will have negligible effect on Africa's growth outcomes. In short, the
continent will remain in the morass of underdevelopment. However, much as the
state of African affairs can accurately be attributed to the conduct of African
leaders, the international community, international organizations, financial
institutions and multinational corporations have also not only been complacent
but have in certain instances either actively or inadvertently promoted poor
leadership in Africa.

Contrary to general claims, donor funding and lending by international financial
institutions, such as the World Bank and IMF, is sometimes influenced by
considerations other than fiscal discipline. Despite knowing that funds were being
channeled into private accounts of leaders, their family members and close
associates, the World Bank and IMF have faithfully disbursed funding to countries
such as Mozambique and Zaire (Chapter 7). In doing so, they ensured that
dictators like President Mobutu could count on them for financial support
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necessary to prolong their hold on power. Similarly, driven by profit motives,
multinational corporations have been actively involved in supporting poor
leadership by paying bribes to officials and fomenting wars in places like Zaire
(now DRC). By promoting chaos, this has ensured that they can repatriate their
profits without paying taxes or being subjected to proper regulation.

Likewise, during the Cold War for instance, support for African countries was not
informed by considerations of good governance, democracy or rule of law.
Dictators were supported so long at they were strategically important in the Cold
War rivalry. But more telling is the fact that leaders that were percieved to be a
threat to outside interests were assassinated. The execution of potentially good
leaders, such as Congo's (now DRC) first Prime Minister, Patrice Lumumba, by
the CIA and Belgian operatives, negates the cultural determinist claim that
individual leaders do not matter in the process of development. Clearly they do.

Ultimately, when everything else has been considered, Africa's greatest challenge
lies principally in improving the quality of its leadership. The New Partnership for
Africa's Development (NEP AD) and particularly its review mechanism, the
African Peer Review Mechanism (APRM) provides a real opportunity for African
leaders to deal honestly with the issue of poor leadership in the continent. Through
the APRM, African countries will be expected to conform to certain agreed
international standards of governance (political, economic and corporate),
democracy and rule of law (Chapter 8). Pushing the NEP AD initiative are a set of
powerful African countries, notably, South Africa, Egypt, Nigeria, Senegal and
Tunisia. Largely through their efforts, NEP AD has been able to garner
international support. Through NEPAD, the G8 has just announced a US$50
billion debt cancellation for 18 highly indebted African countries. Leaders such as
Tony Blair have taken the challenge of supporting the African cause through the
establishment of the Commission for Africa to complement the work already
being done by NEPAD (Chapter 4). International institutions such as the United
Nations have also committed themselves to assist Africa's developmental efforts
through NEPAD. This international commitment bodes well for Africa and
provides

new opportunities

for

addressing

issues

pertinent to

Africa's

development.
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Even though the international community may presently be financing NEP AD, the
initiative nonetheless represents a genuine partnership in which African countries
are being engaged as responsible agents and active creators of their own future and
development rather than as mere recipients or objects of external benevolence
(Chapter 4). Significant as the support of the international community is, NEPAD's
success will depend ultimately on the commitment and quality of African
leadership. Not only is good leadership a must if Africa is to develop, but
promoting good leadership must also be a collective effort. This is particularly
important in that the environment within which leaders operate provides not just
opportunities but also constraints as to what they can do or achieve (Chapter 7). In
short, bringing about the necessary socio-economic changes may be undermined by
outside forces. In this respect, good leaders are not "omni-potent" as there is only
so much that they can do. Consequently, they need help that NEP AD might
provide.

Although in recent years individual actors have sought actively to promote Africa's
development by emphasizing the need for states to adhere to, among other things
good governance, democracy, rule of law and respect for human rights, what has
been lacking has been a coordinated approach to strengthen these efforts. The
nodally coordinated pyramid advanced in this study (Chapter 9) provides a
common and coordinated approach in assessing how issues of governance and
leadership can be promoted. In terms of this pyramid, different actors all have a role
to play. Multinational corporations, international financial institutions and
organizations, states and non-governmental organizations, with their varying levels
of influence, are to act cooperatively in promoting good leadership in Africa. This
new cooperative arrangement requires that there should be proper coordination at
the center. In the absence of a sovereign authority for NEPAD, bringing together
networks or the key actors can be achieved through this nodally coordinated
pyramid. Unless all the key actors pull together, NEPAD is likely to fail and this is
what Africa cannot afford.
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