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Introduction
It was about four years ago – in 2011 – when The Economist
dedicated one of its most emblematic front covers to the neglected
continent par excellence: Africa. And it did so with a positive and
quite hopeful attitude. The cover showed a young boy flying a
rainbow-hued kite in the shape of Africa. It featured the title
“Africa rising”, thus changing from its eleven-year-old labeling of
sub-Saharan Africa as the “hopeless continent”. It looked like a
wake-up call for those who are keen to remember Africa more for
its undeniable, deep-rooted economic and political troubles than
for its huge potential in terms of human and natural resources.
The acknowledgement of the rising role of Africa is fair
recognition of its importance as well as an attempt to bring Africa
closer to the center of the international system: quite
paradoxically, the heart-shaped continent, which had given birth to
humanity, has always remained at the far periphery.
The rationale behind the full-fledged integration of Africa into
the international arena was to be found in the unexpected and
astonishing economic growth that the continent was experiencing.
As The Economist put it, “over the past decade six of the world’s
ten fastest-growing countries were African. In eight of the past ten
years, Africa has grown faster than East Asia, including Japan”.
These data were read as a ‘would-be’ game-changer for Africa. As
conventional wisdom went, Africa was almost ready to be the next
frontier of the global economy.
Four years later, the wind blowing on the Africa-shaped kite
seems to fade. The oil price collapse, the surge in jihadist
movements, persisting income inequalities, the Ebola crisis in
West Africa as well as a never-ending outflow of migrants are
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some of the key factors hampering the legitimate aspiration of
Africa as the next frontier.
The time is ripe to assess in concrete terms whether and to
what extent Africa’s potential is still there and how to take full
advantage of it, while not underestimating long-lasting constraints
and drawbacks.
To this end, the ISPI Report investigates how the economies of
so-called ‘emerging Africa’ are coping with today’s political and
economic risks. The Report argues that the overall economic
impact of these developments is anything but positive. Still, this
will not entirely derail the general growth trajectory experienced
by the sub-Saharan region in recent years.
In this regard, John Heilbrunn’s first chapter puts the spotlight
on the role of oil in sub-Saharan economies – both for traditional
oil-exporting countries and for new and prospective producers –
particularly in their post-2000 growth performances. Over the past
fifteen years, the number of oil exporting countries grew
substantially and so did the presence of foreign investors, with
China leading the way. This chapter examines the potential
implications of recent developments, in the light of two key
political factors. First, the institutional and administrative capacity
of old and new African oil exporting countries, to a large extent a
legacy of their respective post-colonial history. Second, the
political transformations that most of these countries have
experienced since the end of the Cold War, notably the
introduction of (seemingly) democratic procedures. The author
argues that, contrary to popular ‘oil curse’ theories, whether and
how the growth of the hydrocarbon sector affects the
socioeconomic development of African countries crucially
depends on these factors.
The assessment of the specific impact on Africa of the 20142015 oil and other commodity price falls are at the core of chapter
two. Sub-Saharan Africa is a net commodity exporter region.
Beyond a negative impact in the near-term, Giulia Pellegrini
argues that the end of the commodity super-cycle represents a
critical juncture that may create new opportunities and incentives
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for more sustainable growth in the long-run. Diversification, in
particular, is the key strategy to cash in on the ‘demographic
dividend’ – the result of the strong increase of Africa’s population
– and prevent it from turning into a ‘demographic time bomb’.
However, commodity prices and economic growth are far from
the only challenges that sub-Saharan Africa is currently facing.
With the support of geographical maps and recent data, Jakkie
Cilliers shows in chapter three that political violence in Africa is
rising again, after a decreasing trend that started at the end of the
1990s, although it is not spread evenly across the continent. In this
respect, a major divide seems to emerge between southern Africa,
where conflicts tend to be smaller in magnitude and contained
within national borders, and other areas, including western and
central Africa. Terrorism – notably Boko Haram in Nigeria and alShabaab in Somalia – accounts for a large and ever-expanding
share of the re-emergence of political violence in Africa.
The fourth chapter puts together the fall of the oil price and the
Boko Haram insurgency threat in the northeast and offers an
accurate analysis of how Nigeria is managing them. Nigeria’s
economic track record, according to Leena Hoffmann, is one of
few winners and many losers. To put it bluntly, the country does
not seem to have learned much from its past. Driven by profits
from commodity exports, a decade of dramatic growth had only a
limited impact on poverty. The diversification of the economy, the
redistribution of wealth and the reduction of the development gap
between the relatively better-off southwest and the impoverished
northeast are among the main challenges that the newly elected
APC-led government needs to address in coming years.
In chapter five Giovanni Carbone draws some conclusions
from the previous chapters. Africa is currently facing two main
challenges. The fall in commodity prices highlights the weakness
of many African economies. The rising instability resulting from
the upsurge of several, more or less connected, jihadist movements
emphasizes a persistently low governance ability. The chapter then
briefly examines eight markets (Angola, Ethiopia, Ghana, Kenya,
Mozambique, Nigeria, Senegal and South Africa) that continue to
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offer important economic promises and opportunities. Much,
however, will depend on the ability of these countries to adapt to
the new external conditions, reform their economies and state
apparatuses, and deal with their domestic problems.
Some policy recommendations are finally drawn. Among them,
a call for a re-assessment of the potential of emerging Africa’s
high growth sectors as well as a call for African countries to take
stock of the ‘new normal’ of lower prices. Economic
diversification is seen as key to reducing vulnerability to market
shocks. At the same time, public spending needs adjusting to
contain deficit and debt increases in many African countries.
Political stabilization, too, is considered crucial in guaranteeing
the adequate management of crises. In order to consolidate states,
it is important to address the root causes of old and new conflicts
and to nurture both good governance and inclusive economic
growth. The governments of advanced economies and multilateral
organizations have a role too: they should support these processes
by promoting trade and investments in the region.
So, is the ‘Africa rising’ story over? Not at all. As the Report
shows, the trajectory of emerging Africa has been slowing down,
but is not entirely pushed off-road by current difficulties. After all,
as Winston Churchill once said: “kites rise highest against the
wind, not with it”.

Paolo Magri
ISPI Executive Vice President and Director

1.

Hydrocarbons in Sub-Saharan Africa:
Origins of Growth or Sources of
Decline?
John R. Heilbrunn

This chapter provides an overview of developments in the
hydrocarbons (oil and natural gas) sector in sub-Saharan Africa. It
shows that the number of oil- and gas-producing countries in the
region increased during a time of rising global demand,
particularly from China, and how these resources contributed to
the high-growth performance African countries recorded for a
number of years. The chapter rejects arguments that oil wealth
causes poverty1 and argues that the ability of African countries to
benefit from oil extraction depends on the conditions of a country
just before the discovery of hydrocarbons2. Their management of
resource revenues is a function of fiscal regimes for extractive
industries, the taxation arrangements that differ little from other
industries3.
In the early 21st century, worldwide demand for oil and gas
increased sharply. And thus it caused prices to spike.
Consequently, oil companies boosted exploration and global
production. Their explorations used technological innovations that
lowered the costs of deep-sea drilling. This convergence of rising
demand, improved technologies, and skyrocketing prices
D. Yates, The Scramble for African Oil: Oppression, Corruption and War for Control of
Africa’s Natural Resources, London, Pluto Press, 2012, p. 2.
2 J.R. Heilbrunn, Oil, Democracy, and Development in Africa, New York, Cambridge
University Press, 2014.
3 C. Nakhle, Petroleum Taxation. Sharing the Oil Wealth: A Study of Petroleum Taxation
Yesterday, Today, and Tomorrow, New York, Routledge, 2008.
1
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motivated firms to explore offshore of Africa4. Explorations found
crude oil in West Africa and natural gas in East Africa.
Oil is a mineral; it does nothing. It is found in underground
‘reservoirs’. ‘Reserves’ are the portions of reservoirs from which
oil can be extracted. States explicitly assert legal ownership and
manage subterranean minerals through their ministries of minerals
or petroleum. Policymakers grant companies licenses to explore
and extract crude oil. In exchange, the companies pay bonuses,
royalties, taxes, and local fees. For formerly impoverished
countries, the revenues can be transformative.
Other variables that influence management of the extractive
industries include history, corruption, levels of state construction,
and institutions of democratic or autocratic rule. The difficulties
policymakers have in resource management reflect their histories.
Colonial states were partially constructed organizations without
agencies beyond what was necessary for the colonizers’ extractive
institutions5. If at independence governments had competent civil
servants to enforce regulations, rules, and laws, then efficient
management of companies occurred after the discovery of oil. If
after independence a country had representative government with
political institutions of democracy, then democratic rule could be
anticipated to continue. The inverse of these propositions is
equally probable.
It would be foolhardy to deny the challenges politicians face
when they receive revenues from oil production. Corruption,
exchange rate disequilibria, and rent seeking are three challenges
to oil exporting countries. First, the multiple revenue streams
present opportunities for graft and capture of wealth. Many
African countries were poor countries governed by military rulers
before the discovery of oil. It is hardly a surprise that afterward
these countries had systemic corruption. Secrecy in official

Throughout this chapter, Africa refers to sub-Saharan Africa.
D. Acemoglu, J.A. Robinson, Why Nations Fail: The Origins of Power, Prosperity, and
Poverty, New York, Crown Publishing, 2012, http://www.scielo.cl/pdf/rei/
v45n174/art09.pdf.
4
5
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transactions was pathological and officials diverted resource
revenues (Shleifer and Vishny 1993).
Secondly, exchange rate disequilibria are consistent with the
famous arguments about Dutch Disease6. This condition occurs
when a booming sector leads to overvaluation of the domestic
currency and deindustrialization as labour and capital shift out of
the non-booming sector, typically manufacturing. If prices for the
export decline, the manufacturing sector is depressed and a deep
slowdown occurs. How well or poorly the state manages its
booming sector is a function of its bureaucratic capacity, a
colonial legacy.
Finally, the receipt of resource rents in formerly impoverished
economies mobilizes elites to seek those revenues7. Elites have
reasons to engage in rent seeking, a behaviour that involves the
capture of offices in ministries that grant licenses, manage
resource rents, and have oversight functions over the extractive
industries sector. Partially constructed states have difficulties in
managing the oil sector.
Old, new and prospective oil producers in Africa
Prior to the 21st century, African oil exporters included Angola,
Cameroon, Congo-Brazzaville, Equatorial Guinea, Gabon,
Nigeria, Sudan, and several countries with small reserves. The
dates that production started varied from country to country. Oil
was discovered in 1957 in Nigeria and Gabon, respectively British
and French colonies. Whereas in 1960, when many countries
gained independence, oil sold for around $23.00 per barrel, by
W.M. Corden, J.P. Neary, “Booming Sector and De-Industrialisation in a Small
Open Economy”, The Economic Journal, vol. 92, no. 368, 1982, pp. 825-848,
http://www.jstor.org/stable/2232670?seq=1#page_scan_tab_contents.
7 R.M. Auty, A.J. Gelb, “Political Economy of Resource Abundant States”, in
R.M. Auty (ed.), Resource Abundance and Economic Development, New York, Oxford
University Press, 2001, pp. 126-144, http://www-wds.worldbank.org/servlet/
WDSContentServer/IW3P/IB/2004/04/29/000265513_20040429114636/Ren
dered/PDF/28750.pdf.
6
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TABLE 1 - 20TH CENTURY OIL PRODUCERS –
YEAR OF INDEPENDENCE, YEAR OF DISCOVERY, PRODUCTION,
AND MEASURES OF PROVEN RESERVES
Country

Independence

Year of
discovery

Year onset
production

Reserves
billion
barrels
BP, 2012

Reserves
billion
barrels
KPMG,
2012

Reserves
billion
barrels
World
Oil, 2007
9.5

Angola

1975

1968

1968

12.7

9.5

Cameroon

1960

1980

1981

n/a

0.2

n/a

CongoBrazzaville

1960

1969

1970

1.6

1.6

1.9

Equatorial
Guinea

1968

1995

1995

1.7

1.1

1.7

Gabon

1960

1957

1957

2.0

2.0

3.2
(w/LNG)

Nigeria

1960

1957

1957

37.2

36.2

37.2

Sudan/
South
Sudan

1956

1976

1976

5.0

5.0

6.7
(w/LNG)

February 1974, crude oil cost $51.00 per barrel and continued to
rise. High prices encouraged exploration across much of Africa.
Over the past 50 years, the corporate actors in Africa’s
hydrocarbon sector changed in fundamental ways. First, Total (Elf
Aquitaine), Eni, and the seven sisters – Exxon, Mobil, Chevron,
Texaco, Gulf, British Petroleum, and Royal Dutch Shell –
dominated African oil production. Africa was the frontier. Its
governments were either colonies or unstable. To cope with risks,
oil companies developed collusive and often corrupt relations with
political leaders. Although the relationship between corruption and
oil seems to be an inescapable conclusion8, it is more probable that
already embedded authoritarian rule depended on corruption.
The 1957 discovery of oil in Nigeria preceded a history of
mismanagement, corruption, and unfathomable environmental
degradation. British Petroleum and Shell initially gained exclusive
I. Kolstad, T. Søreide, “Corruption in Natural Resource Management: Implications
for Policy Makers”, Resources Policy, vol. 34, 2009, pp. 214-226,
http://www.sciencedirect.com/science/article/pii/S0301420709000221.
8
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rights to extract Nigeria’s oil. This exclusivity ended after
Nigeria’s bloody civil war (1967-70). In Angola and Sudan,
international oil companies (IOCs) engaged in explorations that
discovered reserves from which they began production
respectively in 1968 and 1976. Oil was a key element in the two
countries’ civil wars. Elsewhere, exploration was tentative because
of the low price per barrel. IOCs avoided risky African markets.
In 2015 the circumstances were quite different. Explorations
found abundant reserves in the Gulf of Guinea, the Great Lakes
Region, and East Africa. Nigeria’s proven reservoirs hold 37
billion barrels of sweet, light crude, the seventh largest in the
world. Emerging, mature and declining producers were pumping
oil and gas in a wide range of African countries9.
Declining producers have reserves that will be depleted in the
next decade. These producers include countries like Cameroon,
Gabon, and the Congo-Brazzaville whose reserves are nearing
depletion. Mature producers have been extracting oil for at least
10 years. This category of producers comprised Angola, Chad,
Equatorial Guinea, South Africa, Sudan, and Nigeria. An
increasing number of African countries are emerging oil exporters,
meaning they have recently begun to extract and export
hydrocarbons within the last 10 years. Among the continent’s
emerging producers are Côte d’Ivoire, Uganda, Mozambique,
Niger, Tanzania and Ghana. In Mozambique and Tanzania, the
Italian supermajor Eni and the US independent Anadarko hold
production contracts for vast natural gas reserves (KPMG 2013:
16). As Table 2 shows, by the 21st century Africa has become one
of the world’s major oil and gas suppliers.

J.R. Heilbrunn, “Economic growth and phases of production”, in J.R. Heilbrunn
(2014).
9
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TABLE 2 – 21ST CENTURY OIL PRODUCERS
YEARS OF INDEPENDENCE, YEARS OF DISCOVERY, PRODUCTION,
AND MEASURES OF PROVEN RESERVES
Country

Independence

Year
discovery

Year
production

Proven
reserves
oil*

Proven
reserves
natural gas**

Angola

1975

1968

1968

9.0

9.7

Cameroon

1960

1980

1981

0.2

4.8

CongoBrazzaville
(ROC)

1960

1969

1970

1.6

3.2

CongoKinshasa
(DRC)

1960

1975

1976

0.2

Insignificant

Côte d’Ivoire

1960

1978

1978

0.1

1.0

Equatorial
Guinea

1968

1995

1995

1.1

1.3

Gabon

1960

1957

1957

2.0

1.0

Ghana

1957

2007

2010

0.7

0.8

Kenya

1963

2012

tbd

tbd

Insignificant

Mauritania

1960

1996

1997

Insignificant

1.0

Mozambique

1975

2003

2013

Insignificant

100

Niger

1960

1992

2003

0.2

Insignificant

Nigeria

1960

1957

1957

37

180

1956/2011

1976

1976

5.0

3

Tanzania

1961

2004

2013

Insignificant

0.2

Uganda

1962

2006

2017

2.5

0.5

Sudan/South
Sudan

* Billion barrels
**Trillion cubic feet
Source: EIA 2015.

Oil companies’ avoidance of African oil markets ended in the 21st
century. Asian and Latin American governments established stateowned enterprises, national oil companies (NOCs), to participate
in Africa’s oil sector. NOCs compete vigorously for oil
contracts10. However, this competition is subject to price
10

C. Alden, China in Africa, New York, Zed Books, 2007, p. 39.
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volatility11. As Table 3 shows, oil prices are subject to dramatic
swings. Africa’s oil market grew in importance in 2006 when oil
prices for various grades began to rise. Some declines in price
occurred in 2007 and 2009, but then the price rose. African oil
production increased in prominence.
Price volatility has two impacts. First, Dutch Disease effects
occur in a booming sector that attracts capital and labour from a
non-booming sector. The non-booming sector then declines. With a
downward shift in the booming sector, the entire economy
declines12. Second, when prices are high, efforts to open political
space encounter little opposition. However, during price
downswings, individuals in power have incentives to seize resource
windfalls and close political space13. If prices decline, elites retrench
and eliminate real and perceived threats to their privileged positions.
Price volatility has an impact on politicians’ constituents.
TABLE 3 - PROGRESSION OF CRUDE OIL PRICES
01/1995-01/2015 (US$ PER BARREL)
1995

2000

2005

2006

2007

2008

2009

2010

2011

2012

2013

2014

2015

WTI

18.0

27.3

46.9

65.5

54.5

93.0

41.7

78.3

89.7

100.3

94.8

94.6

46.2

Brent

21.2

25.5

44.5

63.0

53.7

92.2

43.4

76.2

96.5

110.7

113.0

108.1

47.8

Source: US Energy Information Administration, www.eia.gov.

J. Aizenman, B. Pinto, “Overview: Managing Economic Volatility: and Crises: A
Practitioner’s Guide”, in J. Aizenman, B. Pinto (eds.), Managing Economic Volatility and
Crises: A Practitioner’s Guide, New York, Cambridge University Press, 2015, pp. 1-10.
12 W.M. Corden, J.P. Neary (1982).
13 A. Tornell, P.R. Lane, “The Voracity Effect”, The American Economic Review, vol.
89, no. 1, 1999, p. 42, http://www.jstor.org/stable/116978?seq=1#page_scan_
tab_contents.
11
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FIGURE 1 - PROGRESSION OF CRUDE OIL PRICES
(JANUARY 1995 – JANUARY 2015, US$ PER BARREL)
120
100
80
60
40
20
0
1995 2000 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
WTI

Brent

Source: US Energy Information Administration, www.eia.gov.

Oil and emerging Africa
It is important to recognize that because oil is a subterranean
mineral it has no value until it is extracted and sold. Its value for
the state is a ‘resource rent’ meaning any surplus that remains after
oil companies have received reimbursement for the necessary
costs of extraction and a reasonable return on investment 14. To
capture resource rents, the state negotiates royalties and taxes
rates15. For oil companies, after deducting the costs of exploration
and extraction, the return on investment is their profit. Whereas
the state seeks the greatest resource rent, oil companies maximize
profits16.
P. Daniel, B. Goldsworthy, W. Maliszewski, D. Mesa Puyo, A. Watson, “Evaluating Fiscal
Regimes for Resource Projects: An Example from Oil Development”, in P. Daniel, M. Keen,
and C. McPherson (eds.), The Taxation of Petroleum and Minerals: Principals, Problems and Practice,
New York, Taylor & Francis and Routledge, 2010, p. 191.
15 J. Calder, Administering Fiscal Regimes for Extractive Industries: A Handbook,
Washington, The International Monetary Fund, 2014.
16 R. Broadway, M. Keen, “Theoretical Perspectives on Resource Tax Design.” in P.
Daniel, M. Keen, and C. McPherson, (eds.), The Taxation of Petroleum and Minerals:
14
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Oil and Africa’s economic performance
African economies have grown at impressive rates (Table 4).
Firstly, demographic growth has been a sub-text of Africa’s
economic performance. More people are earning incomes.
Secondly, global demand for natural resources led to price
increases, new explorations, and the discovery of new reserves.
Oil prices increased from a little over $18 per barrel for Brent
quality crude in 2002 to a peak of $133 per barrel in the summer
of 200817. Oil companies scrambled to invest in Africa. The
sampling of African countries in Table 4 below shows that GDP
growth in African oil exporters has remained for the majority
positive and, in some cases, impressive.
The impact of resource rents reflects the extent of state
construction before production began. For instance, consider the
pre-oil conditions in Equatorial Guinea, Chad, and Ghana.
Equatorial Guinea exported cocoa under a vicious dictator. Its
current President overthrew his predecessor in 1979 and established
a wildly corrupt regime. Chad was an agricultural economy that
exported cotton and livestock. Within a few years from
independence, a brutal civil war erupted. The civil war simmers, at
times exploding into extreme violence before subsiding to a lowintensity conflict. Oil production changed the fiscal dynamics for
Equatorial Guinea and Chad. Equatorial Guinea’s president
Teodoro Obiang Nguema amassed a personal fortune while leaving
the population in poverty. Similarly, Chad’s president Idriss Déby
has used oil revenues to protect his regime and enrich his clan.

Principals, Problems and Practice, New York, Taylor & Francis and Routledge, 2010, pp.
13-74,
https://books.google.it/books?hl=it&lr=&id=ik1ZBwAAQBAJ&oi=fnd&
pg=PA13&dq=Theoretical+Perspectives+on+Resource+Tax+Design&ots=b5oGVI
HEUU&sig=uI86yoyT1J20SMJzz8aUc6DT-w#v=onepage&q&f=false.
17 Benchmark prices for crude oil are either Brent for the North Sea oil that has an
American Petroleum Institute (API) gravity of 37˚ and West Texas Intermediate
(WTI) that has an API gravity 39.6˚. In spite of Brent’s slightly heavier quality, it is
the world price benchmark and commands more than WTI on international
markets.

Africa: Still Rising?

20

TABLE 4 - PERCENTAGE GDP ANNUAL GROWTH
AFRICAN OIL EXPORTERS (SELECTED YEARS)
2014*

Ranking†

Country

2000*

2005*

2010*

2013*

Angola

3.0

18.3

3.4

6.8

3.9

Upper middle
income

Cameroon

2.3

2.3

3.3

5.6

5.9

Lower middle
income

CongoBrazzaville
(ROC)

7.6

7.8

8.8

3.4

6.5

Lower middle
income

Congo-Kinshasa
(DRC)

-6.9

6.1

7.1

8.5

9.0

Low income

Equatorial
Guinea

18.2

16.7

-1.3

-4.8

-3.1

High income

Gabon

-1.9

3.9

7.4

4.3

4.3

Upper middle
income

Ghana

3.7

5.9

7.9

7.3

4.2

Lower middle
income

Kenya

0.6

5.9

8.4

5.7

5.3

Lower middle
income

Mauritania

-0.4

9.0

4.8

5.7

6.4

Lower middle
income

Mozambique

1.1

9.0

6.8

7.3

7.4

Low income

Niger

-1.4

4.5

8.4

4.6

6.9

Low income

Nigeria

5.3

3.4

7.8

5.4

6.3

Lower middle
income

South Africa

4.2

5.3

3.0

2.2

1.5

Upper middle
income

South Sudan

--

--

5.5

13.1

36.2

Low income

Sudan

6.3

7.5

3.5

3.3

3.1

Lower middle
income

Tanzania

4.9

8.2

6.5

7.4

7.0

Low income

Uganda

3.1

6.3

5.2

3.3

4.5

Low income

* http://databank.worldbank.org
† Threshold levels: low income $1,045 and below; lower middle income $1,046$4.125; upper middle income $4,126-$12,745; high income $12,746 or more
Source: data.worldbank.org/about/country-and-lending-groups#Low_income (accessed
28 June 2015).
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Ghana is very different from the other two countries: it is a
republican democracy. It produces gold, mines diamonds, and
exports cocoa. Ghana’s experience in mining meant that its state
had agencies to do business with extractive industries. These three
countries illustrate how pre-existing conditions trigger postdiscovery outcomes. For Equatorial Guinea and Chad, oil
windfalls multiplied their fiscal revenues, but corruption and
exclusive rule followed. By contrast, Ghana has experienced
economic growth and poverty alleviation.
The capacity to manage resource rents is tested when oil
companies pay royalties and taxes. Among the poorest African
countries, oil revenues create opportunities for mismanagement. If
politicians manage oil windfalls efficiently, the economy grows:
resource revenues smooth expenditures and growth-generating
investments. If, on the other hand, the task exceeds policymakers’
abilities, revenues are likely to be diverted and growth diminished.
Outcomes, whether optimal or inefficient, are variable and reflect
conditions in the country when it begins to export oil.
For governments in which officials have no experience
managing extractive industries, the impact of resource rents is
variable. Oil revenues increase capital stocks and fund public
investments. Subtle changes occur, such as education, health care,
and state construction, to improve public sector service delivery.
Perhaps it is these changes that have the greatest impact on African
oil exporters because they change the countries’ factor
endowments. People have more capital.
Natural gas is an increasingly important export for Africa.
Nigeria has the eighth largest natural gas reserves in the world
(KPMG 2013: 14). Emerging natural gas producers include Tanzania
and Mozambique. Production is contingent on price. In Mozambique,
for example, low prices in 2015 led to a reduction in production. In
spite of this reduction, the IMF projects Mozambique’s GDP growth
rate to be a respectable 7.5 to 8 per cent18. The critical question is
IMF, Republic of Mozambique. Fourth Review Under the Policy Support Instrument and
Request for Modification of Assessment Criteria and Staff Report, IMF Country Report
15/223, Washington, International Monetary Fund, August 2015.
18
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TABLE 5 - FOREIGN DIRECT INVESTMENT (FDI)
NET INFLOWS (MILLIONS US$)
Country

2010

2011

2012

2013

Trend

Angola†

-3,227

-3,024

-6,898

-7,120

Declining

536

652

526

325

Declining

Congo-Brazzaville
(ROC)°

2,211

3,056

2,758

2,038

Stable

Congo-Kinshasa
(DRC)*

2,729

1,596

2,891

-401

Declining

Equatorial Guinea†

Cameroon°

2,734

1,975

2,015

1,914

Declining

Gabon°

499

696

696

856

Increasing

Ghana*

2,527

3,222

3,295

3,227

Kenya*

178

335

259

514

Increasing

Mauritania†

Stable

131

589

1,386

1,126

Increasing

1,258

3,645

5,635

6,697

Increasing

796

1,061

835

631

Declining

Nigeria†

6,049

8,842

7,101

5,609

Declining

South Africa†

3,693

4,139

4,626

8,118

Increasing

South Sudan*

---

---

---

---

Sudan†

2,064

2,314

2,208

1,688

Declining

Tanzania*

1,840

1,229

1,800

1,872

Increasing

544

894

1,205

1,194

Increasing

Mozambique*
Niger*

Uganda*

Conflict

Trends: Increasing, Stable, Declining, and Conflict
† Mature producer (discoveries before the last 10 years – decades of production in
reserves)
° Declining producer (reserves nearing depletion over next decade)
* Emerging producer (discoveries in the last 5/10 years)
Source: http://data.worldbank.org/indicator/BX.KLT.DINV.CD.WD (accessed 18 May
2015).

how might these diverse countries transform hydrocarbon wealth into
developmentally effective programs?
Many countries in Africa have become attractive markets for
foreign direct investment (FDI). In the 21st century, emerging
middle classes and millions of consumers are purchasing imported
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goods19. As Table 5 shows, with the exception of the Democratic
Republic of the Congo (DRC) and Niger, diverse nations were
discovering oil and gas and inflows of FDI were substantially
rising. This increase is particularly the case in Mozambique,
Tanzania, and Uganda. These emerging producers have tried to
encourage FDI by presenting an image of transparency and anticorruption. However, constant scandals have raised questions
about the capacity of these states to undertake serious reforms to
reduce corruption and de-regulate business.
The political and economic impact of oil wealth
Most African oil exporters, whatever their political orientations,
experienced significant GDP growth in the 21st century. Few
dispute that a country needs efficient and inclusive institutions that
extend political rights, protect property rights, reduce corruption,
and build a credible commitment to good governance20. The
country’s oil sector demands a stabilization of property rights to
attract potential investors. A state that protects private property
may expect its economy to grow alongside increased production in
the oil sector. Failure to do so limits growth. These propositions
inform several hypotheses.
One hypothesis is that many states have defined equitable,
inclusive institutions that enable them to accumulate wealth and
enjoy democratic rule. A second hypothesis is that these
conditions of inclusive institutions are a product of political
settlements21. A third hypothesis is that the conditions in each
D. Hattingh, B. Russo, A. Sun-Basorun, A. Van Wamelen, The Rise of the African
Consumer: A Report from McKinsey’s Africa Consumer Insights Center, Johannesburg,
McKinsey, October 2012,
http://www.mckinsey.com/global_locations/africa/south_africa/en/rise_of_the_a
frican_consumer.
20 D. Acemoglu, J.A. Robinson, D. North, J. Wallis, S.B. Webb, B. Weingast, In the
Shadow of Violence: Politics, Economics, and the Problems of Development, New York,
Cambridge University Press, 2013.
21 J. Di John, J. Putzel, Political Settlements: Issues Paper, Governance and Social Development
Resource Centre, International Development Department, University of Birmingham, June
2009, http://www.gsdrc.org/docs/open/EIRS7.pdf;
19
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country prior to oil discoveries shape resource management 22. A
fourth hypothesis is that the accumulation of wealth from oil
exports contributes to democratization. A final hypothesis
proposes that high-growth African economies are undergoing a
structural transformation necessary for sustainable economic
performance23. The paragraphs below briefly consider these
hypothetical scenarios.
Inclusive institutions encourage entrepreneurs to invest in the
economy. When African countries began to export oil they
received revenues that changed their political economies. A
change in the distribution of capital to land and labour is one
outcome of increased oil production. More investments in the
economy contributed to greater tax compliance and growth. The
data displayed in various tables testify to the extent of growth in
contemporary Africa. Oil production is part of this growth.
Political settlements are agreements or social contracts reached
among social groups that reflect bargains among social groups24.
Bargains build on historical relations and are evident in strategies
negotiated among political elites. Acceptance of systemic
corruption reflects the political settlement. Among Africa’s oil
exporters, a decision to ignore corruption indicates how leaders
choose to distribute wealth among members of the governing
coalition25. In some African oil producers (e.g. Angola), political
settlements find their expression in exclusive, oligarchic rule. In
M.H. Khan, “State Failure in Weak States: A Critique of New Institutionalist Explanations”,
in J. Harriss, J. Hunter, C.M. Lewis, The New Institutional Economics and Third World Development,
New York, Routledge, 1995, pp. 71-86,
https://books.google.it/books?hl=it&lr=&id=94KFAgAAQBAJ&oi=fnd&pg=PA71&dq
=State+Failure+in+Weak+States:+A+Critique+of+New+Institutionalist+Explanations&
ots=N6BY7PjPVX&sig=EZuU2bZhfS9W9wdUh9suxUvPcSk#v=onepage&q&f=false.
22 T. Dunning, Crude Democracy: Natural Resource Wealth and Political Regimes, New York,
Cambridge University Press, 2008; J. Heilbrunn, “Oil, Democracy, and …”, cit.
23 D. Rodrik, “An African Growth Miracle?”, in R.H. Sabot (ed.), Center for Global
Development, Washington, McMillan & Heady, 24 April 2014,
http://www.nber.org/papers/w20188.pdf.
24
M.H.
Khan,
(1995),
p.
76.
http://eprints.soas.ac.uk/12644/1/
State_Failure_in_Weak_States_NIE.pdf.
25 J. Di John, J. Putzel (2009), p. 4.
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others (e.g. Ghana), increased pluralism has contributed to
political settlements that enable representative government.
To understand the trajectory of any oil exporting country, it is
necessary to consider conditions present before the discovery of
oil. For example, the Republic of Congo was a Marxist-Leninist
regime with a complex political ideology. When oil was
discovered, Congo’s leaders signed contracts with France’s Elf
Aquitaine. They treated resource rents as private funds to
distribute as government contracts. Transparency and
accountability were entirely absent. The leadership miscalculated
the extent of popular discontent and strikes and demonstrations
resulted in a fragile democratic transition that ended in civil war.
After the civil war and the resumption of dictatorial rule by Denis
Sassou Nguesso, resource management returned to its former
practices of cronyism and corruption.
Controversy revolves around whether resource rents prevent
transitions to democratic rule (Ross 2001). However, recent
studies have found that “to the degree that we detect any
statistically significant relationships, they point to a resource
blessing: increases in natural resource income are associated with
increases in democracy”26. The debate continues and the extent to
which oil causes autocracy is a contentious discussion (Andersen
and Ross 2013). Despite oligarchic rule in many African oil
exporters, the institutions of democratic rule have become
increasingly apparent in a number of countries. Perhaps Nigeria
presents the most significant example. In 2015 incumbent
Goodluck Jonathan lost the presidential elections and peacefully
conceded to his opponent Muhammadu Buhari. It was the first
peaceful transition of an incumbent party to a challenger in
Nigeria’s history27. In countless other African oil exporters,

S. Haber, V. Menaldo, “Do Natural Resources Fuel Authoritarianism? A
Reappraisal of the Resource Curse”, The American Political Science Review, vol. 105, no.
1, February 2011, p. 3,
http://www.jstor.org/stable/41480824?seq=1#page_scan_tab_contents.
27 P. Lewis, D. Kew, “Nigeria’s Hopeful Election”, Journal of Democracy, vol. 26, no.
3, 2015, pp. 93-109; O. Owen, Z. Usman, “Briefing: Why Goodluck Jonathan Lost
26
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emerging pluralist practices are evident in the numbers of trade
unions, voluntary associations, and political parties.
Finally, high-growth African economies may be undergoing
structural transformation necessary for sustainable economic
performance. Structural transformation is a “reallocation of
resources” in formerly agrarian economies28. It is an economic term
that refers to processes in development as labour moves out of
agriculture and into other productive sectors, notably manufacturing
and service29. In oil exporting countries, this process involves
services such as banking and ICT (Information and communications
technology) that are crucial to companies active in the oil sector.
Oil and Chinese investments in Africa
China’s ascendance is one of the crucial phenomena of the 21st
century. Its insertion into foreign markets has had a transformative
impact. With close to $4tn in foreign currency reserves, the
Chinese state has freedom to finance its NOCs. As a consequence,
the China National Petroleum Company (CNPC), PetroChina,
Sinopec, and the Chinese National Offshore Oil Company
(CNOOC) successfully compete for contracts, and acquire them to
explore, extract, refine, and distribute petroleum products in
Africa. This trend is moreover likely to continue.
The penetration of Asian NOCs into African markets reflects
their governments’ perceived national interests of energy security.
In a pioneering body of work, Deborah Bräutigam argues that the
Chinese government has employed a two-pronged strategy. It
the Nigerian Presidential Election of 2015”, African Affairs, vol. 114, no. 456, 2015,
pp. 455-471, http://afraf.oxfordjournals.org/content/114/456/455.full.pdf.
28 B. Herrendorf, R. Rogerson, Á. Valentinyi, “Two Perspectives on Preferences and
Structural Transformation”, The American Economic Review, vol. 103, no. 7, 24
February 2012, p. 2752, http://www.iae.csic.es/investigatorsMaterial/a12283
16143058797.pdf.
29
M. McMillan, D. Heady, “Introduction – Understanding Structural
Transformation in Africa”, World Development, vol. 63, no. 11, pp. 1-10, 2014,
http://www.sciencedirect.com/science/article/pii/S0305750X1400062X.
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provides African governments with oil-backed loans as well as with
funding for the development of special economic zones (SEZs).
While oil-backed loans enable African states to fund immediate
development needs, SEZs attract investments from Chinese firms30.
Critics assert firstly that oil-backed loans lock in millions of barrels
of crude for a set price that may be preferential for Chinese firms31.
In addition, SEZs may be largely for the benefit of Chinese
companies and fail to result in the structural transformation that is
crucial for sustainable economic development32. However, in some
instances, oil-backed loans are for more than current prices and
represent foreign assistance to African states.
Oil-backed loans create vulnerabilities for corruption among
African governments. They are payments for petroleum in the
ground. As Table 6 suggests, corruption is a challenge for Africa’s
oil exporters. Corruption reflects low levels of bureaucratic
development, chronic fiscal shortages, and no accountability.
Conceivably, oil-backed loans enable dishonest officials to steal
future wealth. China’s policy of non-interference turns a blind-eye
to graft in African states.
In Africa’s oil sector, international competition has changed.
Chinese NOCs are active in Nigeria and Angola, two countries
that account for close to 5 million barrels per day (mb/d). In these
markets, Chinese NOCs have displaced European and North
American IOCs (Vines et al. 2009). They are conduits to provide
African governments with funding through oil-backed loans. For
example, in 2009 CNOOC offered the Nigerian government an

D. Bräutigam, “Africa’s Eastern Promise”, Foreign Affairs, 5 January 2010,
https://www.foreignaffairs.com/articles/africa/2010-01-05/africa-s-eastern-promise.
31 A. Strange, B. Parks, M.J. Tierney, A. Fuchs, A. Dreher, V. Ramachandran, China’s
Development Finance to Africa: A Media Based Approach to Data Collection, Working Paper
no. 323, Center for Global Development, 2013.
32 D. Bräutigam, X. Tang, “‘Going Global in Groups’: Structural Transformation and
China’s Special Economic Zones Overseas”, World Development, vol. 63, 2014, pp. 78-91.
30
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TABLE 6 – CORRUPTION IN SELECTED AFRICAN COUNTRIES, 2014
Country

CPIA∆
(1, high corruption
6, low corruption)

TI CPI†
(N=175)

Angola

N/A

161

Cameroon

2.5

136

Congo-Brazzaville (ROC)

2.0

152

Congo-Kinshasa(DRC)

2.0

154

Equatorial Guinea

N/A

N/A

Gabon

N/A

94

Ghana

3.5

61

Kenya

3.0

145

Mauritania

3.0

124

Mozambique

3.0

119

Niger

3.0

103

Nigeria

3.0

136

South Africa

N/A

67

South Sudan

2.0

171

Sudan

1.5

173

Tanzania

3.0

119

Uganda

2.0

142

2.7 (average)

119 (median)

SUB-SAHARAN AFRICA

∆ Country Policy and Institutional Assessment – “Transparency, accountability and
corruption in the public sector rating”, 2014, http://datatopics.worldbank.org/cpia/
† Transparency International Corruption Perception Index – Country ranking, 2014,
http://www.transparency.org/cpi2014/results

oil-backed loan of $30bn to $50bn in exchange for six billion
barrels of oil33.
These loans would have locked the price per barrel and spared
CNOOC risks of market volatility. Indeed, given the price
increases in 2011 to 2015, CNOOC would have made a handsome
T. Burgis, “China seeks big stake in Nigerian oil”, The Financial Times, 28
September 2009, http://www.ft.com/intl/cms/s/0/9d714f96-ac60-11de-a75400144feabdc0.html#axzz3liQC3D4g.
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TABLE 7 - SELECTED CHINESE LOANS AND
PROGRAMMES TO AFRICA OIL EXPORTERS
Recipient

Year

Project

Funding

Value
(US$mn)

Reason rationale

Ghana

2010

Concessionary
finance

Loan

5,485

Oil-backed
lending

Ghana

2009

Oil, infrastructure

Loan

3,000

Energy
security

Nigeria

2006

Infrastructure

Loan

5,383

Preferential
bidding

Nigeria

2006

Light rail
construction

Loan

673

Energy
security

Equatorial
Guinea

2006

Oil-backed loan

Loan

2,000

Oil-backed
lending

Mauritania

2006

Oil exploration,
infrastructure

Loan

3,000

Energy
security

Angola

2004

National
Rehabilitation
Project

Loan

1,507

Energy
security

Angola

2009

Agricultural
development

Loan

1,200

Energy
security

Sudan

2007

Rail construction
Khartoum-Port
Sudan

Export
credits

1,377

Energy
security

Source: A. Strange, et al., China’s Development Finance to Africa: A Media Based
Approach to Data Collection, Working Paper no. 323, Center for Global Development,
2013.

profit. These strategies have been apparent in Angola, Uganda,
Ghana, Nigeria, Equatorial Guinea, and Sudan where Chinese
NOCs won contracts.
The second strategic priority of Chinese policy toward Africa
is the establishment of SEZs34. Chinese officials have identified
SEZs as the development strategy that lifted millions from poverty
in China. African SEZs have established profitable economic
arrangements. In 2011 Zambia’s Chambishi SEZ employed 7,973
African workers and 1,372 Chinese nationals. These figures
D. Bräutigam, X. Tang, “African Shenzen: China’s Special Economic Zones in
Africa” The Journal of Modern African Studies, vol. 49, no. 1, 2011, pp. 27-54,
http://www.american.edu/sis/faculty/upload/Brautigam_Tang_JMAS-2011.pdf.
34
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include management and people working in the mines35. In
numerous African countries, Chinese companies negotiated joint
venture contracts that permitted tax-free repatriation of profits,
gave them freedom to import labour from China, and exempted
the firms from having to hire and train less skilled African workers
(Pigato and Tang 2015: 23). Critics of SEZs call attention to
inequities in contractual arrangements36. Yet foreign direct
investment in SEZs undoubtedly represents a significant financial
inflow for these countries.
China’s global strategy and Africa
The extent of Chinese investments in Africa attests to its
recognition that global competition requires a global strategy. Its
provision of oil-backed loans to various African states is
consistent with the eight principles of foreign aid that Chinese
Premier Zhou Enlai articulated in 1963. These principles were:
first, a canon of equality and relations of mutual benefit; second,
non-conditionality or demands for privileges; third, an emphasis
on reducing the burden of recipient countries; fourth, a goal to
achieve self-reliance and independent development; fifth, less
investment but greater results; sixth, provision of the best quality
equipment and Chinese manufactures; seventh, transfer of
technology and knowledge to the personnel of a recipient country;
and eighth, Chinese experts may not impose special demands or
enjoy special status37. Although many debate the actual extent to
which China follows these principles, the transfer of money and
expertise to various African countries is indisputable. The extent
to which these transfers are developmentally effective is
debatable.
China’s growth encouraged its NOCs to engage in a strategy to
acquire European and North American oil companies. In June
D. Bräutigam, X. Tang, “‘Going Global in Groups’: Structural…, cit., p. 85,
http://www.sciencedirect.com/science/article/pii/S0305750X13002222.
36 A. Strange et al. (2013).
37 “Zhou Enlai Announces Eight Principles of Foreign Aid”, China Daily, 13 August
2010, http://www.chinadaily.com.cn/china/2010-08/13/content_11149131.htm.
35
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TABLE 8 - SELECTED CHINESE CROSS-BORDER
OIL & GAS ACQUISITIONS
Date

Target

Deal value (US$bn)

23 Jul 2012

Nexen Inc.
(Canada)

18.2

24 Jun 2009

Addax Petroleum
(Switzerland)

8.9

24 May 2009

Singapore Petroleum
(Singapore)

2.4

25 Sep 2008

Tanganyika Oil
(Canada)

2.0

7 Jul 2008

Awilco Offshore
(Norway)

4.3

15 Apr 2008

BP
(UK, 1%)

2.0

4 Apr 2008

Total
(France, 1.6%)

2.9

25 Oct 2006

Kazakh Oil and Gas Assets
(Kazakhstan)

1.9

20 Jun 2006

Udmurtneft
(Russia, 99.49%)

3.7

9 Jan 2006

Akpo offshore oil & gas field in
Nigeria

2.7

22 Aug 2005

PetroKazakhstan
(Kazakhstan)

4.2

Source: Author

2005 CNOOC received a $7bn interest-free loan from the
Industrial and Commercial Bank of China to bid on the US firm
Unocal38.
Managers at CNOOC misread reactions in the US. Chevron
fought the purchase. Hearings in the US Congress aired strong
protectionist sentiments. In August, the CNOOC management
issued an announcement that “this political environment has made
it very difficult for us to accurately assess our chance of success,
38

J. Politi, “CNOOC funding for Unocal Scrutinized”, Financial Times, 29 June 2005.

32

Africa: Still Rising?

creating a level of uncertainty that presents an unacceptable risk to
our ability to secure this transaction”39. Chinese NOCs reassessed
their strategy.
Acquisitions thereafter were conducted with discretion. In 2009
Sinopec quietly purchased the Swiss company Addax Petroleum
for $7.24bn40. In 2012 CNOOC bought Canada’s Nexen
Corporation for $18.2bn41. A significant element of this strategy
has been the availability of interest-free loans. As Table 8 below
displays, between 2005 and 2012, Chinese NOCs purchased a
number of IOCs. Their acquisitions were to ensure China’s
economy a much needed energy security.
China has used foreign investment strategies called
‘megadeals’ to gain access to oil. These transactions involve the
transfers of over $1bn in exchange for preferential status in
purchasing oil. Such a large deal involved a loan to Ghana for
$6bn in exchange for a daily transfer of 13,000 barrels of crude for
15 years42. Nigeria received the second largest loan in exchange
for four leases to CNPC43. According to the American Enterprise
Institute’s China Global Investment Tracker44, between 2005 and
2015 sub-Saharan Africa received over $197bn in Chinese
investments, of which Nigeria ($32.2bn) and Angola ($16.5bn)
received a combined sum of $48.7bn. Megadeals and other
investments show that China’s interests in Africa go beyond oil.

D. Barboza, A.R. Sorkin, S. Lohr, “China’s Oil Set Back: The Overview; Chinese
Company Drops Bid to Buy U.S. Oil Concern”, New York Times, 3 August 2005,
http://www.nytimes.com/2005/08/03/business/worldbusiness/chinese-companydrops-bid-to-buy-us-oil-concern.html?_r=0.
40 “China’s unswerving appetite for energy”, Petroleum Economist, vol. 76, no. 8, 3
August 2009.
41 L. Hook, A. Sakoui, S. Kirchgaessner, “Cnooc heeds lessons of failed Unocal
bid”, Financial Times, 24 July 2012, http://www.ft.com/intl/cms/s/0/bd0bc91ad4e1-11e1-9444-00144feabdc0.html#axzz3liQC3D4g.
42 Strange et al. (2013), p. 33.
43 Ibid., p. 37.
44 https://www.aei.org/china-global-investment-tracker/.
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Conclusion
This chapter has showed developments in the oil industry. Its
central point is that Africa is undergoing rapid and significant
political economic change. In 1960 African oil exporters included
a small number of countries. Political instability and low prices for
oil discouraged IOCs from explorations in Africa. For many
governments the management of resource rents was problematic.
It seemed evident that corruption and mismanagement proved that
African oil exporters were examples of the resource curse.
Although the resource curse literature has many advocates, this
chapter suggests an alternative explanation and argues that it is
necessary to consider conditions before the discovery of oil. This
proposition places an emphasis on continuities in countries as they
transit from mostly agrarian economies to rentier states. Otherwise
stated, the conditions in a country pre-oil are decisive in how well
or poorly a state manages resource rents. The chapter stresses that
these conditions are not structural: states that manage resource
rents effectively are able to do so as a result of political settlements in the country.
Oil revenues pose particular challenges to countries with
partially constructed states. However, difficulties in resource
management reflect preconditions. As states receive resource
revenues, the increases in wealth affect the relative distribution of
factor endowments. For example, the factor of capital increases
relative to land and labour changes. More money may account for
population growth in oil exporting countries. These changes have
significant impacts on political developments in many African
states. Nigeria, Africa’s giant, held presidential elections in 2015
that were free, fair, and resulted in a peaceful transition from one
administration to another. Greater demand for democracy reflects
the changes described in this chapter.
Oil companies operating in Africa have changed as well. In the
20th century, European and North American IOCs dominated
Africa’s oil production. They established collusive relationships
with African leaders that entrenched dictators. However, the
relationships frayed as North American and European
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governments were increasingly intolerant of companies that bribed
foreign officials and presidents who stole from their people.
Different African governments were receptive to overtures from
Chinese NOCs and other competitors willing to ignore
outlandishly corrupt practices. Worse, China’s unilateral policy of
making loans without consulting multilateral donors undermines
debt forgiveness programs45.
Finally, China’s emergence as a global power has been a
transformative change in the international energy sector. For a
start, its aforesaid eight principles embedded the policy of noninterference into its programs in Africa. Moreover, China devised
a set of policies to provide oil-backed loans to lock in prices for oil
and gas. These loans complimented investments in special
economic zones. In effect, China set forth the conditions for
having long-term relations in Africa. Its policies indicate that the
dynamics on the continent are rapidly changing, leaving many
European and North American governments and companies
without viable strategies to respond to China’s challenge.
To conclude, this chapter has shown that fundamental shifts
have occurred in Africa’s oil sector since the 20th century. First,
more people live in Africa and make more money. Second, more
countries are emerging as oil and gas producers. Third, more and
different oil companies are competing on the African market.
Fourth, more African governments have moved away from the
familiar post-colonial relations. Finally, more African states have
representative institutions.

45

Ibid., p. 13.

2.

Oil and Beyond: African Economies
and the End of the Commodities
Super-Cycle
Giulia Pellegrini

*

Africa’s recent growth performance faces the challenge of the end
of the commodity cycle. This chapter looks at the role of natural
resource exports in sub-Saharan economies, examines the
channels through which international price changes affect their
progress, and assesses overall growth prospects for the region.
Real GDP growth in sub-Saharan Africa averaged 5.1 per cent
in 2014, virtually unchanged from its 2013 pace. Its main drivers
also remained the same, namely higher agricultural production;
strong growth of the services sector; looser fiscal stances; and
infrastructure building plans. Yet the most notable change from
one year to the next was the more than halving of the global crude
oil price that took place over the last quarter of 2014, with other
commodity prices following suit. This led to a worsening of the
region’s current account deficit, from 2.5 per cent of GDP in 2013
to 3.3 per cent in 2014. This had already been on a widening trend
since 2010 and its short-lived post-global-financial crisis
improvement. The latter was in good part driven by larger fiscal
deficits, which had filtered through in rising imports on the wave
of a strong push towards infrastructure building as well as towards
higher consumption. All the while, strong commodity prices and
ample global dollar liquidity had helped contain and manage
external imbalances as central banks could keep exchange rates
The views expressed in this research reflect the personal views of the author and
not J.P.Morgan’s.
*
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stable and inflation in check, despite relaxing their monetary
policy stance to some extent.
FIGURE 1 - SUB-SAHARAN AFRICA:
REAL GDP GROWTH (ANNUAL PER CENT CHANGE)

Source: IMF.

As a net commodities exporter, sub-Saharan Africa is
vulnerable to adverse terms-of-trade (ToT) shocks, such as that
which it has been experiencing since late 2014. Falling commodity
prices put pressure on its commodity exporters’ fiscal and external
balances at a time when most are faced with reduced buffers.
Aside from these near-term implications, market consensus has
formed around the likelihood of commodity prices staying low for
longer, spelling the end of the “commodities super-cycle” that had
provided a floor to Africa’s1 growth performance since the early
2000s. This may impact the region’s growth prospects by
indirectly reducing momentum behind recent economic
diversification efforts that had been supported by high commodity
prices – be it via a renewed push for infrastructure development or
the emergence of nascent industry clusters and value-addition
processes around commodity extraction as well as the broader
From here onwards, throughout the text, when referring to Africa we mean subSaharan Africa.
1
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human capital development efforts that could be financed partly
via a more buoyant revenue intake for some of the region’s
treasuries. On the other hand, Africa can also take this as an
opportunity to push such diversification efforts with more vigour
in order to move its economy to a more solid footing that is less
prey to swings in commodity prices.
At this juncture, it would be important for the region to take
stock of the last episode of high commodity prices – the 20002014 super-cycle – while managing the short-term fallout from its
end. This is likely to help it learn important lessons to review its
longer-term prospects in the ‘new normal’ of lower prices for its
key exports. This is also in the context of both global and domestic
risks arising around the “Africa Rising” narrative – namely
China’s change of development model and lower global dollar
liquidity that would follows the Fed’s ‘liftoff’, on the one hand,
and persisting political and policy uncertainty on the continent, on
the other. The big opportunities of a growing population and a
strong pace of urbanization remain there for the region to grab.
Yet, once again, economic diversification seemingly remains key
to cashing in on the “demographic dividend”, rather than letting it
turn into a “demographic time bomb”, as it has just as often been
described depending on the school of thought.
Taking stock – benchmarking
the current commodity prices slump
The end of the commodities super-cycle
The international crude oil price has fallen by about 60 per cent
since June 2014, from around $105 per barrel. It is noteworthy
how this price level had been touched already in January 2015, but
a pickup in global growth, the perceived lower likelihood of an
Iran nuclear deal (that eventually took place) and other production
concerns had seen a modest rebound into the second quarter. The
decline in oil prices has caused market analysts to introduce new
downward revisions to their oil price forecasts. Regardless of the
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specific forecast, markets seem set for “lower oil prices for
longer” and, with that, the official end of the “commodity supercycle”.
Looking at crude oil prices, both supply and demand factors
have seemingly come into play to bring about their fall. On the
demand side, Europe’s weak economic recovery and China’s
slowdown have seemingly been the main culprits. On the supply
side, technological innovation has led to the US shale oil
revolution. American oil production grew from about 0.4 mb/pd in
2007 to over 4 mb/pd in 2014. At the same time, conflict in the
Middle East has not led to as much of a supply disruption as one
could have expected, while the largest oil exporter in the world,
Saudi Arabia, has preferred to maintain its market share rather
than cut production to support prices. All in all, the recent near-60
per cent drop in oil prices is not a first-timer in history as similar
events took place in November 1985-July 1986 (-66 per cent) and
July 2008-February 2009 (-68 per cent).
Considering broader commodity (metal and agricultural
product) prices, the drop in prices experienced since mid-2014 is
much milder than the fall witnessed in the aftermath of the global
financial crisis of 2008-2009 (Figure 2). This is particularly so if
one considers the experience of metal prices. Yet it is more
significant than that in 1985-86. It would appear that, while the
1985-1986 episode was largely an oil market shock, the 2008-09
episode was a broader-based fall in energy prices driven by a
sharp contraction in global economic activity. The current one also
seems rather broadly based, especially when one considers the
recent downturn of prices in the wake of disappointing economic
data from Asia.
A commodity super-cycle is typically characterized by the length
and amplitude of the price upswings of a wide range of commodities.
These are generally driven by significant demand for such commodities
as witnessed during the industrialization phase of a major group of
economies. The most recent commodity super-cycle, which began in
2000, is associated with the rapid growth rate and the industrialization
and urbanization processes of large emerging markets, especially

39

Oil and Beyond

China. As the level of per capita income rises in these emerging
economies, their commodity consumption follows an S-shaped pattern,
stabilizing at high levels after a period of rapid growth. Such
stabilization is, however, followed by period of much lower
commodity prices2. Other studies show how global crude oil and metal
prices have switched from moving historically with developed
markets’ business cycles, to being driven by fluctuations in the
industrial production of emerging Asian economies from 1997
onwards3. In particular, China’s fast pace of economic growth and high
levels of fixed investment in the past couple of decades drove the
country’s significant imports of copper and other industrial metals.
Some evidence suggests that shocks to China’s industrial activity have
a significant impact on oil and base metal prices, while this is not so for
consumption activity shocks in the country4.
FIGURE 2 - THE END OF THE SUPER-CYCLE –
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S.K. Raoche, China’s Impact on World Commodity Prices, IMF Working Paper
WP/12/115, IMF, Washington, 2012; O. Canuto, The Commodity Super Cycle: is This
Time Different?, PREM Economic Premise no. 150, World Bank, Washington, 2014.
3 C. Cheung, S. Morin, The Impact of Emerging Asia on Commodity Prices, Working
Paper, Bank of Canada, 2007.
4 Raoche (2014).
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As the latest commodity super-cycle comes to an end, African
countries should be going back to the drawing board to account for
the likelihood of lower commodity prices for longer in their own
growth strategies. This is important at a time when China is
actively looking to review its development model and switch from
an investment-led to a consumption-led model for more
sustainable and equitable growth. It is especially important
considering their concentrated trade and production structures that
rely largely on primary commodities, as reflected in the high
terms-of-trade volatility they experience. Such exogenous shocks
have in turn been responsible for recession episodes during
previous examples of commodity price slumps.
FIGURE 3 - EVOLUTION IN (NON-OIL)
COMMODITY PRICES AFTER AN OIL PRICE CRASH

Note: Cumulative variation over the months following an oil price crash in international
price indexes for agricultural goods as well as metals and minerals. Period T corresponds to
month and year when oil prices peak, i.e. November 1985, July 2008, and June 2014
Source: World Bank, Global Economic Monitor (GEM) Commodities database.
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Africa’s commodity dependence
Despite efforts to diversify its export base, especially over the last
decade, Africa’s exports remain concentrated in a small group of
primary commodities. The region as a whole is a net exporter of
both hard and soft commodities. The main ones, in order of export
value, are crude oil, gold, natural gas, silver, copper and iron ore.
In 28 of the 48 sub-Saharan African countries, the top five exports
– all primary commodities – represent more than 50 per cent of
total exports. In the case of net oil exporters, that one commodity
exceeds 80 per cent of total exports (except for Cameroon). In 5 of
the 48 countries in the region, commodity exports constitute over
one-third of GDP. Many African countries are generally identified
as a single main (hard or soft) commodity exporter, e.g. coffee in
Burundi and Ethiopia; cocoa in Côte d’Ivoire and Togo; copper in
the Democratic Republic of Congo (DRC) and Zambia;
aluminium in Guinea; cashews in Guinea-Bissau; and iron ore in
Mauritania.
It is noteworthy that the region’s imports are also relatively
concentrated, with fuel and industrial inputs representing over
one-third of the total. Fifteen of the 48 countries also report
refined oil and fuel among their top five import items by value.
These include the region’s largest oil exporters – Nigeria and
Angola – whose domestic refinery capacity vastly underperforms
local demand. That said, export concentration remains much
higher than import concentration in Africa, especially for energy
exporters. Their top three exports – and often, just one commodity
– represent 96 per cent of total exports. The figure drops to 72 per
cent for agriculture commodity exporters and to 61 per cent for
metals and minerals exporters. For the whole region, that share is
69 per cent (World Integrated Trade Solutions (WITS) database).
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TABLE 1 - CONCENTRATION OF EXPORTS AND IMPORTS
BY COUNTRY GROUP IN SUB-SAHARAN AFRICA, 2012
Concentration ratios
% of
Merchandise trade

% of
GDP

CR3

CR5

CR3

CR5

68.7

73.9

9.2

11.0

Agricultural exporters

71.5

78.9

5.7

5.8

Metals and minerals
exporters

60.7

65.3

12.9

15.4

Energy exporters

96.0

96.7

29.6

29.8

Others

18.4

18.8

2.6

2.8

13.3

15.3

4.5

5.3

Agricultural exporters

13.7

14.7

5.3

6.1

Metals and minerals
exporters

13.6

15.8

3.7

4.5

Energy exporters

10.3

11.4

2.3

2.6

Others

12.1

15.4

6.5

8.1

EXPORTS
Sub-Saharan Africa
Of which:

IMPORTS
Sub-Saharan Africa
Of which:

Note: CR3/CR5 correspond to the share of the top 3 and 5 commodity exports and imports
respectively
Source: World Integrated Trade Solutions (WITS) database.
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TABLE 2 - MAIN EXPORTS & TOP TRADING PARTNERS OF SELECTED
AFRICAN ECONOMIES, 2013
Country

Product
(% value of export)

Major trading Partners
(% of total exports)

Angola

Crude Oil (96%), Diamonds (1%)

China (51%), US (10%), India (10%)

Côte
d'Ivoire

Cocoa (33%), Oil (13%)

Ghana (9%), US (9%), Nigeria (8%)

Ethiopia

Coffee (23%), Vegetables (19%),
Oil seeds (13%)

Somalia (14%), Netherlands (10%),
China (9%)

Ghana

Oil (33%), Cocoa (27%),
Gold (13%)

China (11%), France (10%), South
Africa (8%)

Kenya

Tea (18%), Vegetables (11%),
Oil (7%)

Uganda (12%), US (8%),
Netherlands (8%)

Nigeria

Oil (76%), Natural Gas (11%)

India (15%), Brazil (10%), Spain
(8%)

Tanzania

Gold (20%), Tobacco (7%),
Precious Metals (6 %)

India (16%), China (12%),
South Africa (7%)

Zambia

Copper (61%), Base Metals (5%)

China (29%), Switzerland (20%),
Congo-Kinshasa (13%)

Source: UNCTAD.

FIGURE 4 - CONCENTRATION INDEX OF MERCHANDISE EXPORTS, 2013

Source: UNCTAD.
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A largely negative terms-of-trade shock for the region
Given Africa’s net commodity exporter status, it is not surprising
that the recent sharp fall in commodity prices has hurt a number of
countries in the region. Crude oil exporters have been particularly
badly hit considering the over 60 per cent drop in oil prices since
the summer of 2014 but recent swings in other hard commodity
prices have also taken a toll on other African countries. Yet a
number of others have benefitted from lower commodity prices.
Oil importers especially have seen their import bill reduce
drastically from the drop in oil prices. In other words, the recent
fall in commodity prices has been perceived as both a negative and
a positive terms-of-trade (ToT) shock in the region, although the
impact has been asymmetric.
The first-round terms-of-trade shock5 recently experienced by
sub-Saharan Africa is of 18 per cent on average, the World Bank
estimates6. Looking at oil exporters specifically, the fall in termsof-trade is of 39.6 per cent, while it is of only 1.2 per cent for
metals and minerals exporters. For agricultural commodity
exporters it is a virtually neutral 0.6 per cent. The World Bank
study goes further in estimating the impact of the fall of
commodity prices on countries showing other covariate risks. For
fragile states, the negative terms-of-trade shock is of 21 per cent,
whereas it is of 11 per cent for Heavily Indebted Poor Countries.
Overall, 36 of the 48 countries in the region experienced a
deterioration in their terms-of-trade. These represent about 80 per
cent of sub-Saharan Africa’s population and 70 per cent of its
GDP. Also worth noting is the asymmetric distribution of gains
and losses from the ToT shock. Fourteen African countries were
deemed “highly vulnerable” to the drop in commodity prices (i.e.
had a negative ToT shock larger than 10 per cent), while no
African country recorded a positive ToT shock greater than 10 per
cent. The average ToT change for countries that experienced a
The assessment only looks at the magnitude of the initial shock to trade in Africa,
before any adjustment in supply, demand and economic policy.
6 World Bank, Africa’s pulse. An analysis of issues shaping Africa’s economic future, vol. 11,
Washington, April 2015.
5
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negative shock is 20.4 per cent, whereas the average gain for those
that experienced a positive ToT shock was 1.3 per cent.
The big ‘losers’ are all oil exporters, while the (modest)
‘winners’ are largely soft commodity exporters. The top eight
‘losers’ from the commodity price shock are all oil exporters
(Angola, South Sudan, Congo-Brazzaville, Nigeria, Chad, Sudan,
Gabon, Equatorial Guinea). The top fourteen losers – all hard
commodity exporters – host about 40 per cent of Africans and
represent more than 50 per cent of its GDP. On the other hand, the
top twelve ‘winners’ – those that experienced a positive ToT
shock – are net commodity importers. Yet for them a handful of
agricultural commodities still represent the main sources of
foreign exchange earnings, underscoring their undiversified export
structure. Their – albeit modest (+1.3 per cent) – positive ToT
shock was driven largely by the reduction of their import bill due
to lower oil prices. These countries account for nearly one-third of
the region’s GDP and 22 per cent of its population.
Channels transmitting the commodities price shock
For a net commodity exporter the first channel of transmission of a
drop in commodity prices is via the current account. This is
especially clear among oil exporters, where much lower export
earnings significantly put heavy pressure on the trade balance.
With virtually all of them turning from current account surplus to
current account deficit countries this year, the impact of lower oil
prices has been particularly obvious on exchange rates. By and
large, countries have allowed their currencies to depreciate – to
adjust to the new low commodity prices environment – albeit to
varying degrees. The Angolan kwanza has depreciated by nearly
30 per cent from July 2014 to August 2015, while the Nigerian
naira (N) lost 24 per cent of its nominal value over the same
period. This has generally been accompanied by a significant loss
in foreign exchange (FX) reserves, with Nigeria losing one-quarter
of its FX reserves over a year ago. It is noteworthy that the global
backdrop of a stronger US dollar has also impacted the currencies
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of other African countries, such as Kenya and Uganda, which
would have otherwise experienced a positive ToT shock from the
recent fall in commodity prices.
Widening external imbalances translate into weaker currencies
that stoke fears of rising inflation. Inflation has been on the rise in
the main commodity exporters in the region, apparently in view of
the pass-through effect of weaker exchange rates. At the same
time, with fuel prices being subject to administrative controls in
most African countries, the drop in crude oil prices has translated
in mild deflationary pressures in energy importers. This has
allowed some of their central banks to keep interest rates on hold,
at least earlier in the year. More often than not, especially among
energy exporters, regional central banks have been raising their
monetary policy rates or adopting other macro prudential
measures (e.g. increasing reserve requirements) and restrictions in
response to rising inflation and fears of the exchange rate passthrough effect from depreciating currencies, e.g. in Angola, the
CEMAC (Central African Economic and Monetary Community)
region, Ghana, Nigeria and Zambia.
Economic growth is likely to be impacted by any further
monetary policy tightening. Any further increase in monetary
policy rates is likely to translate into higher borrowing costs for
local businesses as well as fears of crowding out for the private
sector, as government borrowing costs also rise and investing in
treasury bills turns more profitable. In the context of access to
finance consistently appearing in the top or top three constraints to
doing business in the region, a further tightening of credit
conditions is unlikely to support economic growth, despite other
issues beyond the central bank policy rate (e.g. lack of credit
bureaus, collateral, formal business records, etc.) notoriously
acting as larger impediments to access to finance by African
micro, small and medium-sized enterprises (SMEs). In addition,
higher inflation will likely impact firms’ investment decisions
negatively.
Lower commodity prices will also have a negative impact on
growth both directly as well as indirectly via lower government
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revenues. The heavier direct growth impact of lower prices will be
felt especially strongly by net commodity exporters where
commodities represent between one-third and one-half of GDP
(e.g. Angola, Congo-Brazzaville, Equatorial Guinea, Zambia,
etc.). Yet an important – albeit indirect – impact on growth will be
that from decreasing public revenues. This is especially true for oil
exporters. With oil prices falling and reducing available public
resources, the non-oil economy of these exporters will also suffer.
This is so not only for the least diversified oil exporters, but also
for Nigeria, where oil constitutes 16 per cent of GDP and the nonoil economy has been the main growth engine for a number of
years. Although Nigerian real GDP growth is likely to remain
buoyant, the fallout from lower oil revenues is likely to engender a
significant slowdown in activity. Especially in the northern part of
the country, where the state’s internally generated revenues are
modest, the smaller inflows from central government revenue
coffers will likely dampen growth as such revenues remain the
main drivers behind local aggregate demand.
Debt sustainability issues come back into focus, as net
commodity exporters must deal with lower public revenues to
service their obligations. Although many countries in the region
benefitted from a wave of debt relief packages over the last fifteen
years, some have been accumulating debt at a rapid pace again.
While this has yet to translate into any debt distress situation, it
does have a lot to say for spending priorities and public finance
management practices in the region. Importantly, this has also
been accompanied by a rise in interest costs that have come to
constitute a significant burden on some countries’ budgets – e.g.
Ghana, Nigeria, Zambia – raising questions about the
sustainability of debt service commitments in future unless
borrowing rates fall and public revenue intakes improve.
Borrowing rates are likely to remain elevated, as borrowing plans
remain sizeable, and be subject to volatility alongside movements
in commodity prices, as financial markets recently witnessed. The
response of many African countries has been, on the one hand, to
improve tax administration practices and, on the other, to tap the
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international capital markets by issuing Eurobonds. While the
former strategy is likely to pay dividends in the long-term, it is
unlikely to help some of these countries much in weathering the
near-term storm of lower commodity prices. Relying on heavier
and frequent Eurobond issuance has in practice become the
preferred policy option of many African countries in an attempt to
take full advantage of low global interest rates.
Eurobond issuance from the region has continued unabated, but
African countries will likely be asked to make a stronger
investment case against the backdrop of lower commodity prices
and the Fed’s normalization policy. Recent Eurobond issues show
that international investors are becoming more discerning as we
approach the lift off (i.e. the long-expected first increase in interest
rates) by the Federal Reserve. While appetite for African
Eurobonds is likely to remain buoyant on the yield pickup these
debt issues offer and on risk diversification grounds, the recent
$1.25bn Zambia issue attracted demand worth $2bn – a far cry
from the 12-times oversubscribed book of its maiden 2012 issue.
The country’s poor policy performance and the drop in copper
prices and production likely dampened investors’ demand. In other
words, African countries will likely have to present a stronger
investment case, going forward. This is not only in view of the end
of the commodity super-cycle but also of the disappointing policy
performance of recent years, as public wage bills have risen in
most African budgets while a number of infrastructure projects
that were to be financed by Eurobond issues have yet to take off.
Near-term impact of the drop in commodity prices
Economic growth is likely to slow down this year and the next to
around 4-5 per cent in the wake of lower commodity prices.
International financial institutions and market analysts have
progressively downsized their projections for regional real GDP
growth this year and the next as commodity prices have continued
to fall in 2015. As noted, those economies where commodities
represent roughly between one-third and one-half of GDP will be
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hit the hardest directly. They will also feel the indirect growth
impact of lower government revenues shrinking local aggregate
demand as well as likely tighter monetary policy stances going
forward. In other words, on top of weaker government
consumption and public investment, net commodities exporters
will also likely face lower private consumption, as fuel and other
subsidies are at least partially cut to contain budget deficits;
currency weakness reduces purchasing power; and remittance
growth likely remains muted, as developed economies are just
returning to growth. On the other hand, lower fuel prices in oil
importing countries may well support consumers’ purchasing
power while helping contain inflation. Last but not least, lower
commodity prices may well see resource exploration plans being
reviewed, possibly dampening FDI (Foreign Direct Investment).
In its latest update, the IMF revised its 2015 regional growth
projection down to 4.4 per cent, from an earlier 4.5 per cent (April
2015 Regional Economic Outlook, REO) and 5.1 per cent in the
October 2014 REO. A rebound is likely to be recorded next year,
despite a still mixed outlook for commodity prices. The IMF
forecasts 5.1 per cent for 2016, unchanged from its April 2015
REO projection, although this seems at the higher end of the
spectrum of market analysts’ projections.
Political and policy uncertainty will also likely impact growth
as a number of countries face important political transitions in the
region. For example, Nigeria is also going through a deep political
transition that is likely to be lengthy and growth-negative. Côte
d’Ivoire and Tanzania will go to the polls later this year. Zambia
ran presidential by-elections in January but is going back to vote
in late 2016, when Gabon and Ghana will also do so. Political
instability and violence have also come back to the fore in Burundi
with potential repercussions in the wider Great Lakes region, north
of which mediators still struggle to find a solution to South
Sudan’s civil strife.
Moreover, long-standing challenges such as power shortages
will continue to dampen regional growth prospects. While the
notorious electricity challenges of countries such as Angola and
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Nigeria have been well known for some time, over the past couple
of years other important regional economies such as Ghana, South
Africa and Zambia have been hard hit by power shortages that
have affected industrial production as well as natural resource
extraction. With all three being large metal and mineral exporters,
the more recent decline in prices has been added to production
side troubles.
Oil exporters – contributing nearly half of the region’s GDP –
are expected to be especially hard hit by weakening terms-oftrade. Their economies depend heavily on oil for export and fiscal
revenues and are as a result especially vulnerable to oil price
movements. Crude oil accounts for 90 per cent of exports and over
50 per cent of public revenues in Angola, Chad, Equatorial
Guinea, and Nigeria. The numbers change only marginally for
Gabon and South Sudan. All of these countries are likely to turn
from current account surplus to current account deficit countries
this year, as pressures on their exchange rates have already
engendered some sharp adjustments. Minerals and metals
exporters face a somewhat more benign situation. While the drop
in their commodities prices will put significant pressure on their
external balances, their lower mining sector contribution to fiscal
revenues will likely shield the impact on their treasuries’ coffers.
Oil exporters’ ability to manage the current oil price shock
differs. All of them will face tough challenges over the next
couple of years. Yet most of the impact of lower crude prices will
likely be felt this year, as painful macro adjustments have to be
pushed through. Gabon has been the most proactive in managing
the fallout from lower oil prices by reviewing its fiscal plans
accordingly and pushing through structural reforms of the oil
sector. Yet it is likely to come under more stress as oil prices stay
low for longer and elections approach. In Angola, the local press
has been reporting shortages of hard currency and challenges to
paying foreign contractors, but the MPLA (Popular Movement for
the Liberation of Angola) party’s overwhelming majority in
parliament will help effect any necessary budgetary revisions to
mitigate the fallout from lower oil prices to some extent. Finally,
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Nigeria’s stronger integration into international capital markets
has been magnifying the negative impact of lower oil prices,
despite the sector representing only 16 per cent of GDP. Its more
limited amount of savings compared to the size of its economy
will also limit its room to maneuver in this time of falling
revenues.
In Nigeria the central bank has attempted to contain currency
depreciation via a number of restrictions, after the monetary policy
tightening of late 2014. The Central Bank of Nigeria (CBN) has
introduced several restrictions to the trading and use of foreign
exchange. It has eliminated the Dutch Auction System in
operation before February 2015, unifying the exchange rate at the
CBN official window and the interbank market. A two naira
circuit breaker on the interbank market and CBN intervention have
effectively meant that the $/N exchange rate has been in the 197199 range since then. New controls banning the purchase of
foreign exchange from official channels for the purpose of buying
any of the items on a published list of 41 goods and services have
meant that the gap between the official and the parallel market
exchange rates has widened significantly, currently remaining at
around 23 per cent. These restrictions have resulted in poor FX
market liquidity that has in turn prompted J.P.Morgan to place
Nigeria under watch for potential exclusion from its Government
Bond Index-Emerging Markets (GBI-EM) Index since January
2015, barely two years after its inclusion. Striking a balance
between Nigerian policy makers’ goal not to allow a further
adjustment in the exchange rate and the risk of alienating foreign
investors with market restrictions will be important to avoid
further fallout on investment from the ongoing oil price drop.
Lower commodity prices will also affect fiscal revenues at a
time when many African countries must cope with thinner buffers.
Many of the region’s commodity exporters – especially oil
exporters – have adjusted their budgets by reviewing their revenue
projections, after adopting lower commodity benchmark prices in
their budgets. Most oil exporters have adopted prices in the $40-55
per barrel range. This has resulted in large revisions in planned
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capital spending – with Angola and Nigeria slashing it by one-half
and one-third over planned 2014 levels, respectively – as well as
other changes to planned recurrent spending. Angola and Gabon
have also been working towards the elimination of fuel subsidies,
with Nigeria reducing them instead. All of this has been happening
against the backdrop of smaller fiscal buffers as a number of
countries in the region have been running large budget deficits in
recent years or have hardly saved any of the revenue windfall from
over a decade of high commodity prices. Looking at oil exporters
again, Nigeria’s $2.1bn Excess Crude (oil savings) account and
$1.6bn Sovereign Wealth Fund or Angola’s $5bn Sovereign
Wealth Fund are examples of some of these poor savings track
records in recent years.
Fiscal deficits will probably widen on lower public revenues
from commodities but also idiosyncratic developments. For
example, Côte d’Ivoire is in full election mode and plans a
widening of the budget deficit from 2.3 per cent of GDP in 2014
to 3.7 per cent of GDP. Although the country is unlikely to
experience excessive fiscal largesse in the lead-up to the polls, the
concern rests rather on arrears accumulation and extra budgetary
spending. Kenya has announced an expansionary 2015-2016
budget, although about 2 per cent of GDP in additional deficit will
be the result of public investment in the new standard gauge
railway line alone and more is planned to go towards public
investment in infrastructure. In South Africa, while the year-todate fiscal outturn has been better than expected, poor growth
prospects are likely to keep the fiscal balance under pressure.
Zambia indicated that its deficit may amount to more than double
the originally planned 4.5 per cent of GDP, unless newly
announced spending cuts are effected. The authorities hope to
slash spending by one-quarter to contain the deficit to around 6.5
per cent of GDP. This is the result of higher than planned spending
on subsidies and capital projects as well as revenues
underperforming due to mining sector challenges. 2016 will likely
prove another challenging year given the upcoming elections. In
contrast, Ghana may push through some fiscal tightening, albeit
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from a large deficit in 2014, under the auspices of the IMF
program.
Inflation looks likely to remain elevated across the region. While
harvests seem to be faring better than initially forecast in
eastern/southern Africa, depreciating exchange rates and still loose
fiscal stances will probably result in persisting inflationary
pressures. This is especially obvious among oil exporters. For
example, in Angola inflation has been rising steadily and the Banco
Nacional de Angola (BNA) has been tightening the policy rate
aggressively in response, as the kwanza has depreciated by about 30
per cent over the past year. The Bank of Central African States
(BEAC) has hiked the policy rate despite a worsening growth
outlook for a region that hosts many oil and other hard commodity
exporters. In Nigeria the CBN has refrained from tightening
aggressively, preferring administrative controls on the currency to
dampen the impact of lower oil prices on the naira and contain any
exchange rate pass-through effect to inflation. More generally,
central banks will likely be prompted to raise interest rates further to
support their weakening currencies, against the global backdrop of
falling dollar liquidity with the beginning of monetary policy
normalization by the US Federal Reserve. In turn, local businesses’
borrowing costs will likely rise in the wake of that and so will
governments’ borrowing costs, causing both concerns about a
further crowding out of the private sector as well as potentially
about some debt sustainability issues. In South Africa, the South
African Reserve Bank (SARB) preemptively tightened the policy
rate on a worsening inflation outlook and concerns that portfolio
outflows with the Fed Liftoff could further hit the rand, thus fuelling
inflation. Yet its room to maneuver is severely constrained by a
sharply deteriorated growth outlook. In Zambia a weakening
kwacha and loose fiscal stance will result in the inflation rising as
the supportive effect of the harvests wane. In Ghana inflation will
probably start declining into year-end, but it will likely remain
above the Bank of Ghana’s (BOG) target range through 2015,
mainly due to cedi (the Ghanaian currency unit) pass-through and a
still loose fiscal stance.
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All in all, the near-term consequences of the recent ToT shock
will depend on countries’ policy choices. Unfortunately, a good
number of them have limited buffers, and hence less flexibility to
implement gradual policy adjustments to this ‘new normal’ of low
commodity prices. While allowing currencies to depreciate will
help engender some external rebalancing, many countries’
infrastructure deficits will mean that the potential for such
rebalancing will remain constrained. At the same time, inflation
will have to be kept in check. In the context of limited room to
maneuver, some countries may begin reviewing more seriously
and systematically their medium-term fiscal frameworks or create
them where none exist. A focus on reducing fiscal imbalances and
rebuilding buffers would be welcome, after the most immediate
needs to shield the part of the population living below the poverty
line from the impact of lower commodity prices. Any fiscal
consolidation should involve a review of spending priorities, with
a focus on capital spending and social safety nets. Too few
countries so far have taken the opportunity of falling oil prices to
implement structural reforms in the oil sector and reduce
subsidies, with Gabon recently emerging as an outperformer in
this context.
Long-term challenges and opportunities
How to manage resource windfalls – and prepare for the ‘rainy
days’ that will follow – remains a much-debated topic in economic
research. The key question is whether windfalls should be saved,
like in Norway or Chile, or spent building the domestic asset base
– infrastructure – to offset resource depletion or to meet important
social needs. A recent study simulates the impact of resource
windfalls on long-term growth and welfare under resource price
uncertainty, to arrive at an optimal budget rule7. It finds that,
under a persistent shock, the best strategy for consumption
S. Devarajan et al., Budget Rules and Resource Booms and Busts: a Dynamic Stochastic
General Equilibrium Analysis, World Bank, Washington, 2014.
7
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smoothing is a balanced rule, whereby a fixed amount of the
windfall is saved and the rest is invested. The actual optimal
allocation of savings and investments depends on a set of factors.
This rule would provide a country with insurance against both
negative and positive shocks.
Putting theory into practice has not been so easy for many
African countries, which did not generally take advantage of the
commodity price super-cycle to build their buffers. While
experiencing the most recent resource windfall, African countries
apparently did not take full advantage of the fiscal room this
afforded to push through some important structural reforms and
macroeconomic policy adjustments, which could put them on a
more sustainable growth path. Fiscal and current account deficits
have widened since 2011 for the majority of countries in the
region. Public debt stocks have generally increased significantly
over the same period. While in 2007 there were nine “twin
surplus” countries in Africa, their number had fallen to two by
2013. Similarly, 23 countries in the region were ‘twin deficit’
countries in 2007. By 2013, their number had risen to 33.
China’s change in its growth paradigm is set to push for change
for Africa’s growth plans too. In the short-term, slower than
expected growth in China – as worryingly preannounced by recent
data released from the country – is likely to weigh on commodity
prices even more. On top of the short-term impact on export and
tax revenues, this may impact new investment in oil and mining
operations. Beyond the near-term, the commodity price outlook
remains clouded by the changes that Chinese policymakers have
announced to their development model – a shift away from
investment-led towards consumption-led growth. African
commodity exporters will need to review their growth strategies,
moving away from counting on the significant boost that resource
extraction has provided over the past fifteen years or so.
Another upcoming risk event is the start of monetary policy
normalization by the US Federal Reserve. The adjustment in
market expectations and lower dollar liquidity that will likely
follow the Fed Liftoff could impact especially hard those countries
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that rely on capital inflows to finance large current account
deficits, such as South Africa. While continuing quantitative
easing programs in Europe and Japan may help contain the fallout
on capital flows from the Fed’s moves, South Africa recently
decided to act preemptively to reinforce its inflation-fighting
credentials. The SARB’s recent tightening of monetary policy,
despite the worsening growth outlook, was meant to support the
rand, which will come under more pressure in the wake of
potential portfolio outflows as global dollar liquidity reduces.
Africa will need to make further progress in areas – such as
reducing constraints to business, increasing financial inclusion,
attracting investment, etc. – where it has nevertheless recorded
some improvement in recent years. The World Bank’s 2015 Doing
Business rankings show that Africa is the region that recorded the
second largest improvement in business practices globally,
following Eastern Europe and Central Asia. More than 70 per cent
of its economies carried out at least one reform improving the
business environment. Finally, five of the top ten ‘improving
economies’ were in Africa. Yet more needs to be done as
evidenced by the fall back in rankings of some of the region’s
largest economies, e.g. Ghana, Kenya, Nigeria and Zambia. The
mobile banking revolution has given a significant boost to
financial inclusion on the continent, mobilizing private savings
while bypassing the region’s infrastructure deficit that had
previously been holding back financial sector outreach. Finally,
FDI into the region has also been rising – up 15 per cent in 2014 –
driven by inflows into Western and Southern Africa. Such inflows
have also been more diversified in recent years. In 2014, again, the
services sector attracted their largest share (45 per cent). Yet the
largest year-on-year growth in FDI inflows into the region was
still recorded in the mining and oil sector. It will be important for
Africa to persevere on reforms and support some of these positive
trends, going forward, if these gains are to become entrenched.
Africa’s rapid population growth and urbanization process hold
great promise for the future but supporting shared growth and the
development of a ‘middle class’ will be essential to reaping this
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‘demographic dividend’. Despite falling fertility rates, longer life
expectancy means that half of the world’s future population growth
will be driven by Africa8. The World Bank estimates that each year
between 2015 and 2035 there will be 500,000 more 15-year olds in
Africa than the year before. This could lead to a ‘demographic
dividend’ of 800 million adults by 2013 (from 460 million in 2010).
Combining this with Africa’s fast urbanization process could
generate large consumer markets. Yet to sustain this trend Africa
will need to continue reducing poverty and inequality and diversify
its economic base. Indeed, shared growth will be key for the
emergence of an African middle class. A study by the Pew Research
Centre shows that the proportion of the world’s middle class living
in Africa has actually fallen – albeit modestly – since 2001, from 8
per cent to 6 per cent9. While the data show a very mixed countrylevel picture, this finding is a sobering reminder that more
sustainable, less commodity-driven growth is necessary to harness
the region’s potential as a large consumer market and prevent its
young population from turning into a ‘demographic time bomb’.
African commodity exporters will need to devote more effort
to increasing domestic revenues and supporting priority spending
for social needs and for economic diversification purposes.
Differently from their East Asian counterparts, African farmers
have not yet managed – by and large – to turn themselves into
manufacturing workers, diversify their economies and export
increasingly sophisticated goods. High commodity prices and low
global interest rates created a window of opportunity for many.
Going forward, more of an effort will be required to increase
domestic revenues – above and beyond those from natural
resource extraction – to support the necessary spending that will
allow Africa to tap into the opportunities afforded by new sectors.
The agricultural sector holds great potential. With about half of
the world’s arable land, investment opportunities in the
A. Sy, Five Questions Answered on Africa’s Rising Economic Growth, Brookings Institute,
Washington, 2014.
9 R. Kochhan, A Global Middle Class is More Promise than Reality, Pew Research Centre,
Washington, 2015.
8
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agricultural sector abound in Africa. Already constituting 25 per
cent of the region’s GDP, agriculture can help diversify Africa’s
economies via agro processing value-chains, contain inflation,
increase foreign exchange reserves by cutting the continent’s large
food import bill, and reduce poverty (75 per cent of Africa’s poor
are farmers). However, at present, agricultural yields remain low
due to limited mechanization, use of fertilizer and irrigation.
Opportunities can also arise from creating industry clusters to
increase value addition around existing industries as well as via
international trade agreements. More opportunities for
diversification can come from examining industry cluster creation
around performing sectors, including resource extraction (so as to
increase value addition), as well as from exploiting preferential
entry routes that trade agreements, such as the US’s African
Growth and Opportunity Act (AGOA) can offer. The latter has
supported the growth of an apparel industry in Southern Africa,
for example. Overall, it will be important to strike a balance
between policy makers’ often stated goal of supporting local
industries with the need to maintain an investor-friendly
environment in a world which will become increasingly
competitive for capital.
All in all, the hope is that the end of the commodity super-cycle
will be taken as an opportunity to go back to the drawing board by a
number of African countries. The drop in commodity prices
provides strong incentives for sound and innovative policy-making
to tackle the aforementioned long-term challenges facing the region,
including undiversified economic structures and an unsupportive
global backdrop. Whether a country can tap into a reserve of
savings to carry out reforms or – more likely in the region – be
forced into reform by the tight fiscal space it finds itself squeezed
into with the drop in commodity prices, the time to make hard
choices could not be better than this one. Africa can still enjoy
relatively low global interest rates for some time, despite the
upcoming Fed Liftoff. It can also still ride the wave of investors’
interest in expanding into this newer jurisdiction. The risk
diversification opportunities it offers will remain palatable to
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international investors, with some caveats. If it will take this
opportunity, the region can put itself on a more sustainable growth
path by insulating itself from the boom-and-bust episodes induced
by past commodity price swings. It will also allow it to build a more
fully-fledged investment case that can in turn set it off on a virtuous
cycle that is supported by – rather than dependent on – its resource
wealth.

3.

Political Violence
and the Jihad in Africa
Jakkie Cilliers*

This chapter presents an overview of conflict trends in Africa.
Comparing Africa with the rest of the world, a first section
reviews the trends since 1960 (i.e. the post-independence period
for Africa), the impact of the Cold War, and events since the Arab
Spring. Over the longer time period, Africa’s trend is in line with
the global rise and eventual general decline of armed conflict.
Africa accounts for a particularly large share of non-state
conflicts, i.e. conflicts between rebel groups that do not involve
the government. Since 2010-2011 political violence in Africa,
including armed conflict, has been increasing, although it is
important to look at the fatality burden in proportion to population
size and the extent to which a large portion of the fatalities are
concentrated in a small number of countries. A final section
analyses trends in terrorism (both events and fatalities). It
compares Africa with the rest of the world, showing the recent
increases in extremist violence, and focuses on the two largest
contributors, notably Boko Haram in Nigeria and al-Shabaab in
Somalia. Without diminishing the severity of this threat, however,
terrorism is only one of the explanations for the increase in

The material in this chapter draws on Jakkie Cilliers, Violent Islamist Extremism and
Terror in Africa, Institute for Security Studies, Paper 286, October 2015,
https://www.issafrica.org/uploads/Paper%20286%20_v3.pdf, and Jakkie Cilliers,
Future (Im)perfect? Mapping Conflict, Violence and Extremism in Africa, Institute for
Security Studies, Paper 287, October 2015, https://www.issafrica.org/
uploads/Paper287-1.pdf.
*
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political violence that Africa is currently experiencing, together
with riots, violence against civilians and the like.
Conflict trends globally and in Africa: the long view
Studies of long-term trends by authors such as Steven Pinker and
Andrew Mack show that the world continues to become not only
generally more prosperous, but also safer. A large proportion of
people die of disease and old age, while the proportion of those
dying from armed violence including war have steadily decreased
over time, although there are inevitably sharp fluctuations from
year to year and even over a decade or more. More specifically,
the relative burden of fatalities due to political violence is steadily
declining if measured as a risk relative to population size over
long time horizons, that is, over a generation or longer.
For several decades Africa has been one of the two regions (the
other one being the Middle East) with the highest armed conflict
burden when measured relative to population size, i.e. in terms of
deaths per 100,000 people. Asia naturally has the highest number
of armed conflicts in absolute terms given its much larger
population.
Globally the period from 2005 to 2009-2010 can generally be
seen as relatively stable, at least by recent historical standards. The
period since 2010, on the other hand, has seen an increase in
political violence, roughly coinciding with the global recession
and the latter years of the War on Terror that followed the US-led
invasion of Iraq. This increase is a radical change in direction
compared to the sharp reductions in armed conflict that followed
the 1989 collapse of the Berlin Wall.
These trends are evident in figure 1, which is an overlay of the
number of armed conflicts (measured by the Uppsala Conflict
Data Program (UCDP) as episodes with 25 or more casualties per
year and per dyad, in which at least one party is the government of
a state) and the increase in global population from 1960 to 2014.
The number of conflict events outpaces population growth as the
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Cold War runs its competitive course until the collapse of the
Berlin Wall and the realisation of the subsequent peace dividend.
FIGURE 1 - WORLD: ANNUAL NUMBER
OF ARMED CONFLICTS vs POPULATION SIZE
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Source: Uppsala/Prio Armed Conflict Dataset, version 4-2015. Population from
International Futures.

This trend is also evident in Africa. During the period from 1989
to 2015, i.e. since the end of the Cold War, Africa’s population
has increased by an estimated 89 per cent (or by 546 million
people) to 1,159 million. In 1989 Africa had 12 per cent of the
world’s population and 39 per cent of its armed conflict incidents.
By 2014 it had 16 per cent of the world’s population and 52 per
cent of the world’s armed conflict incidents (up from 40 per cent
the previous year). A more crowded world is inevitably more
turbulent, particularly in those regions with large numbers of
young people without jobs or prospects.
Figure 2 presents Africa’s population as a per cent of global
population and Africa’s conflict burden as a per cent of the global
conflict burden (using the same UCDP dataset). It is clear that
Africa’s has a higher percentage of global armed conflict than its
percentage of global population. Since Africa’s share of global
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conflict remains constant over time (despite sharp annual
oscillations), Africa’s trend is in line with the global rise and
eventual decline of armed conflict over time that is depicted in
figure 1.
FIGURE 2 - AFRICA: PER CENT OF ARMED CONFLICTS AND POPULATION
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Source: Uppsala/Prio Armed Conflict Dataset, version 4-2015. Population from
International Futures.

In a 2013 paper The future of intrastate conflict in Africa: More
violence or greater peace? Julia Schünemann and I discussed
seven structural correlations associated with intrastate conflict in
Africa and concluded that:
Violent armed conflict and resource insecurity will continue to
occur mainly in poor countries where the following variables are
present: weak governance, previous experience of conflict, spillover from being located in a bad ‘neighbourhood’ and/or
widespread youth unemployment and exclusion co-existing
alongside a median age of below 25 years.

The paper expanded on this theme and modelled the impact of
various conflict scenarios on Africa’s population size, growth,
development prospects and poverty alleviation.
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Statistically the largest indicator of future conflict is past
conflict. Breaking the conflict trap is exceptionally difficult and
once a country has experienced large-scale internal conflict, such
as the current cases of South Sudan, Central African Republic,
Nigeria, Somalia and the Democratic Republic of Congo (DRC, or
Congo-Kinshasa), only an extraordinarily large effort, often with
the assistance of the international community through
peacekeeping or peace-building, is able to break that cycle. Some
countries with a long history of conflict do make progress (such as
Angola, Mozambique and Sierra Leone) but stability often
remains fragile with the continued chance of reversals.
The multiplier effect of limited (or poor) governance is an
important explanatory factor when considering Africa’s relatively
high conflict burden. Generally, a government’s capacity to ensure
law and order, effectively police a territory, monitor borders and
suppress dissent is the most important determinant of levels of
stability (or the lack thereof). The majority of African
governments do not fully control their territory, are unable to
police their borders and, in extreme cases such as the DRC or
Mali, may be battling rebel groups who effectively control some
of its provinces. Because of the lack of government security and
capability, external actors and events sometimes have an
inordinate impact upon domestic stability. Thus relatively
insignificant events, such as the actions of a large multinational
corporation in pursuing commercial advantage, or a riot, could
have an impact vastly out of proportion to its size. The level of
armed conflict in Africa is also quite sensitive to regional and
global developments, including global competition and
fluctuations in commodity prices.
Most African governments, moreover, are of a mixed regime
type (so-called anocracies), displaying both democratic and
autocratic characteristics. Anocracies are inherently less stable
than either autocracies (the most stable regime type) or full
democracies, and the ongoing process of democratization in Africa
increases instability. An examination of democratization trends
(Figure 3) using data from the Polity IV dataset (Centre for
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Systemic Peace) shows that levels of democracy in sub-Saharan
Africa were steadily deteriorating until the end of the Cold War,
then improved substantially during the period from 1989 to 1994
with slower rates of improvement thereafter. The average level of
democracy in sub-Saharan Africa is still below the global average
but the gap is narrowing. Levels of democracy in North Africa are
much lower and improvements only occurred much later as
pressure from the Arab Spring forced change in a country such as
Tunisia, but with disastrous consequences in nearby Libya.
FIGURE 3 - LEVELS OF DEMOCRACY
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Non-state violence in Africa
Differently from other regions, Africa and, to a lesser extent, the
Middle East, evidence a high level of so-called ‘non-state
conflict’, i.e. conflicts between various armed groups and factions
that are fighting one another and not the government. Again this is
almost certainly due to the weak and unconsolidated governance
characteristic of many sub-Saharan African countries and the
democratic deficit, notably the lack of political inclusion, in North
Africa and the Middle East, respectively. By African standards,
North Africa has the highest levels of GDP per capita, education
and large economies of the various sub-regions, although many
are oil or gas dependent. Compared to Sub-Saharan Africa, the
youth bulge is also smaller in North Africa than in the rest of the
continent.
UCDP defines non-state conflict as “the use of armed force
between two organised armed groups, neither of which is the
government, which results in at least 25 battle-related deaths in a
year”. During the past twenty-five years, the number of such events
and associated fatalities has been consistently higher for Africa than
for any other region globally. Figure 4 reflects this trend: global
levels of fatalities from non-state conflict (left hand scale) closely
track those from Africa, meaning that African non-state conflicts
account for most of the total. On a proportional basis, these trends
are even more strikingly if we compare them with Africa and
world’s respective population size (right hand scale).
The intensity of non-state conflict in Africa peaked in 1993 due
to fighting in the eastern part of Congo-Kinshasa and between the
Sudan People’s Liberation Movement/Army (SPLM/A) and the
government-allied Southern Sudan Defence Force (SSDF) in
Sudan. The peaks in 1999 and 2003 followed fighting between the
Hema and the Lendu communities in the eastern DRC. The rise in
global fatalities from 2009 to 2011 is largely the impact of
organized crime in Mexico in addition to fighting in Sudan, South
Sudan and Nigeria. According to the Human Security Report
2013, the number of drug-trafficking-related deaths in Mexico
(which account for about 46 per cent to 60 per cent of all
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homicides there) has since 2008 exceeded the deaths from war in
Afghanistan, Sudan and Iraq, the three countries most affected by
armed conflict and violence globally.
FIGURE 4 - WORLD AND AFRICA:
FATALITIES FROM NON-STATE ARMED CONFLICT vs POPULATION SIZE
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International Futures.

One of the characteristics associated with the high levels of nonstate conflict is the number of conflict actors, which has steadily
increased in recent years. The traditional pattern of governments
fighting rebels has given way to a more complex tapestry within
which rebel movements split and fight one another and sometimes
also the government. They generally do so on the periphery of states
and seldom threaten central state control, although there are notable
exceptions such as Mali, the Central African Republic (CAR) and
Libya, amongst others. Sudan offers two examples in this regard. The
first is the impact that factionalism had in South Sudan in recent
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years, which saw the government split as pre-independence rivalries
re-assert themselves. A second is in Darfur where the rebels defied
every effort at peace-making.
The recent increases in political violence
Since 2010 armed conflict in Africa has increased as part of a
general increase in the broader category of political conflict. In
addition to terrorism, low-intensity armed conflicts and political
violence that emerge from transitions to democracy (such as
during elections), resource competition for livelihoods and
awareness of relative deprivation have increased in Africa, the
Middle East and parts of Asia.
FIGURE 5 - MONTHLY EVENTS IN AFRICA:
JANUARY 2008 TO JULY 2015 (STACKED AREA GRAPH)

Note: “non-violent activity by a conflict actor... records activity by rebel
groups/militia/governments that does not involve active fighting but is within the context of
the war/dispute. For example: recruitment drives, incursions or rallies, location of peace
talks and arrests of high-ranking officials” (ACLED Codebook, 2015, p. 9)
Source: Armed Conflict Location and Event Data Project (ACLED), University of Sussex.
Data is from Version 5 1997 to 2014 and has been updated using the ACLED Realtime AllAfrica file to include events to July 2015.
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Figure 5 presents the broad trends for three categories of
politically related conflict events in Africa from January 2008 to
July 2015 using data from the Armed Conflict Location and Event
Data Project (ACLED) at the University of Sussex. The graph
clearly illustrates the increase in social turbulence in Africa since
2010 that was already evident in figure 2.
Total events have increased from an average of around 10
events per day at the end of 2011 to four times that level by the
middle of 2015. Levels of reported daily fatalities also increased
during the post-2010 period. Daily fatalities are consistently at a
much higher level than daily events and followed a U-shaped
pattern after the end of the Cold War (i.e. from around 1990) to
reach its lowest average from 2005 to the end of 2009 (at around
20 fatalities per day) before increasing sharply up to the end of
2014 (to around 120 per day) and levelling off during the first half
of 2015. From a much lower base the fourfold increase in conflict
related political events has thus broadly been accompanied by a
fourfold increase in fatalities.
Despite the concurrent increase in fatality and event levels, the
relationship between these two trends is complex and differs
regionally and from country to country. Thus developments such
as the Arab Spring and political turbulence in countries such as
South Africa sharply increased political conflict events, but did
not result in commensurate increases in fatalities. Simultaneous
increases in fatalities occurred in other countries such as Nigeria
(largely due to Boko Haram) and Somalia (due to al-Shabaab) and
were largely unrelated to the increase in political violence events.
Almost 37 per cent of the 39,286 fatalities recorded by ACLED in
Africa in 2014 occurred in Nigeria. Although there were almost as
many incidents of riots and protests as battles or violent activities
against civilians, the fatality rate per event for riots and protests is
much lower. Riots and protests occurred throughout the continent
but the highest number in 2014 was in Egypt, South Africa,
Nigeria, Libya, and Kenya, in that order. In summary, since 2010
Africa has seen increases in both the total number of
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FIGURE 6 - POLITICAL VIOLENT EVENTS IN AFRICA
(JANUARY 2008 TO AUGUST 2015)

Source: ACLED. Data is from Version 5 1997 to 2014 and has been updated using the
ACLED Realtime All-Africa file to include events to 31 August 2015.

conflict/politically related events and fatalities, but in different
countries and for different reasons.
Figure 6 uses the same dataset that was used for figure 5 and
maps the events geospatially using different colours for the types
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of events and bubble size to represent fatalities. In the ACLED
terminology, “remote violence” refers to situations where a
conflict actor operates while remaining spatially removed from the
area of its own attacks, for example through improvised explosive
devices, air strikes, rocket attacks or bombs. The use of this
strategy in Africa has grown dramatically in recent years. Remote
violence, which accounted for just 0.95 per cent of conflict events
in 2005, increased to 8.93 per cent in 2014.
Mapping relationships in the various geographical conflict
systems in some regions in Africa often produces a different
picture from that presented by standard political cartography.
Political maps of Africa give the impression of a continent where
governments are in control of national territories up to a
designated border and where, across that border, control is
exercised by another government. This is generally the situation in
southern Africa. Elsewhere the reality is that many of these
borders are loosely demarcated and often not policed. In the Sahel,
for example, only local knowledge may alert a traveller that he/she
may have crossed into a neighbouring country. This is also evident
in much of West and Central Africa. In this region ethnic identity
across borders is often stronger than identification with a distant
capital, as is the case with the Tuareg in Algeria and Mali who
have a much stronger identity as Tuareg than a sense of loyalty or
citizenship towards a distant capital like Algiers or Bamako.
Africa’s fatality burden from political violence
The previous section has already drawn attention to the difference
between event counts and fatality counts.
According to data from ACLED the six countries with the
highest numbers of fatalities over the five and a half year period
from 2010 to July 2015 were Nigeria, Sudan, Somalia, South
Sudan, Libya and the DRC (Figure 7). Collectively, these six
countries accounted for three quarters of the total fatalities
recorded over this period. Yet they have vastly different
population sizes, ranging from Nigeria with an estimated
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population in 2014 of 178 million compared to the less than 5
million people for CAR (i.e. a population 38 times smaller than
Nigeria’s). As a result the fatality burden differs markedly
between them. Even though Somalia has only an estimated 11
million people it had almost half the fatalities recorded for
Nigeria, which has 16 times more people than Somalia. Therefore
Somalia has a much higher conflict burden compared to Nigeria.
Reflected in figure 7, the fatality burden from political and armed
violence is highest in three countries, namely Libya, Somalia and
South Sudan.
FIGURE 7 - TOTAL FATALITIES vs FATALITIES
PER 100.000 PEOPLE (2010 TO MID-2015)

Source: ACLED. Data is from Version 5 1997 to 2014 and has been updated using the
ACLED Realtime All-Africa file to include events to July 2015.

Terrorism globally and in Africa
But what is the contribution that terrorism makes to the broader
category of political violence? Perceptions of risk are highly
correlated with levels of news coverage but may be quite different
from actual risk. The current impression, from the extent of
associated news coverage, is that terrorism is a large contributor to
instability and to fatalities in Africa.
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Definitions of terrorism have always been contentious in Africa
for two reasons. In a number of countries ranging from Algeria in
the north to South Africa in the south, groups that were designated
terrorists by a large number of Western governments later became
liberation movements and shortly thereafter, governments.
Secondly, it is often difficult to draw a reasonable distinction
between the actions of sub-state organizations such as the Lord’s
Resistance Army (Uganda/Eastern DRC), the Forces
Démocratiques de Libération du Rwanda (Eastern DRC), the Mai
Mai (Eastern DRC), Séléka and anti-Balaka militias (CAR) and
organizations classified as terrorist organizations in the West, such
as the al-Shabaab in Somalia. As a result, the coding/classification
of terrorist incidents is fraught with political and practical
challenges.
With these caveats in mind, figure 8 draws on data from the
Global Terrorism Database (GTD) of the University of Maryland.
The time period covered is 1989 to 2014 (that is, the post-Cold
War era) and the terrorist incidents recorded are both those that
occurred in Africa (including North Africa) and those that took
place in the rest of the world.
In recent history, the key events that have driven the larger
increases in terrorism globally can be set out in three broad cycles.
The first cycle starts with the 11 September 2001 attacks that led
to the war in Afghanistan shortly thereafter and eventually a
steady attrition of al-Qaeda’s ability to pursue international
terrorism. The second cycle starts with the US-led invasion of Iraq
in March 2003. The invasion of Iraq breathed new life into global
terror with the formation of al-Qaeda in Iraq in November 2004, a
movement that eventually morphed into the Islamic State that now
controls large parts of Iraq and Syria. The Arab Spring that began
in Tunisia in December 2010 initiated a third and overlapping
cycle that fed into the previous two cycles, increasing the number
of events and fatalities to unprecedented levels.
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FIGURE 8 - TERRORIST INCIDENTS GLOBALLY AND IN AFRICA
FROM 1989–2014

Source: Global Terrorism Database (GTD), University of Maryland. GTD 1970-2014 data file.

The Arab Spring started in Tunisia with the self-immolation of
Mohamed Bouazizi on 17 December 2010. Subsequent mass
mobilization rapidly spread to other countries, Egypt and Libya in
particular – countries that shared the same repression, elite control
of politics and the economy and potential for violent radicalism as
Tunisia. Looking back, the impact of the Arab Spring was largely
to weaken authoritarian control in the affected countries but the
momentum was insufficient to facilitate a legitimate and effective
replacement. Its most spectacular and destabilizing episode was
the ousting of Muammar Gaddafi in 2011 that spread Tuareg
mercenaries, weapons and supplies across the Sahel leading to the
establishment of the short-lived Islamic State of Azawad in
northern Mali. In Syria, president Bashar al-Assad was able to
withstand the impact of the Arab Spring, but lost control over
large parts of his country since these developments occurred as US
forces withdrew from neighbouring Iraq, facilitating the rise of the
Islamic State to its current pre-eminence over al-Qaeda.
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Apart from revolutionary change in Tunisia, Egypt and Libya,
the fallout from the Arab Spring also led to a change in
government in Yemen. Civil uprisings erupted in Bahrain and
Syria, protests broke out in Algeria, Iraq, Jordan, Kuwait,
Morocco and Sudan. Minor protests occurred in Mauritania,
Oman, Saudi Arabia, Djibouti, Western Sahara and Palestine. Five
years later the original dreams have faded. Instead, the Arab
Spring opened up space for the expansion of the Islamic State
from Iraq to Syria and destabilised large parts of the Maghreb. It
opened up a space for collaboration between violent extremist
groups between Algeria, Tunisia, Mauritania and Libya.
Eventually the blowback from the War on Terror (the invasion
of Iraq in particular), the regional impact of the collapse of central
state control in Libya, and domestic counter-terrorism measures
adopted by the current government in Egypt may have set political
and economic liberalization in North Africa back several years.
The trends in figure 8 reflect these three cycles – that is a steady
decline in terrorism globally to 2004 and the sharp acceleration
from 2011.
Violent Islamist terrorism in Africa as a whole is not a recent
occurrence. It has a long and violent history in North Africa, but
much less so in sub-Saharan Africa. Beyond the deeper drivers of
instability and conflict, including the inability of postindependence government in North Africa to facilitate inclusive
politics and economic growth, the return of battle-hardened
Algerians, Egyptians and others jihadists from Afghanistan in the
early 1990s created an earlier wave of terror in North Africa,
leading to particularly high levels of violence in Algeria. Yet
throughout the period from 1989 to the present, terrorist events in
Africa represent a relatively small, though increasing, component
of global terrorism.
The GTD data indicate that fatalities from terrorism in Africa
increased sharply in 2014. Almost half of the 29,119 fatalities
recorded by the GTD occurred in Africa. This is largely the result
of the extraordinarily high levels of violence in Nigeria created by
Boko Haram in that year. Should we remove Nigeria from the
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picture, fatalities from terrorism in Africa have remained relatively
constant as a proportion of the global total.
Although most of the groups associated with international
terrorism have original links to Egypt (and all since 1973 have
been largely facilitated by the gush of oil money that came from
Saudi Arabia), effective government action has managed to keep a
lid on terrorism. Egypt is a key country that went through regime
changes starting with the 2011 revolution and ending with the rise
of army chief Abdel Fattah al-Sisi, who was subsequently elected
as President and – at least temporarily – restored stability. These
events have occurred without the much-anticipated opening up of
political and economic space that sparked the uprisings in the first
instance. It seems inevitable that terrorist violence will escalate
given the extraordinarily high levels of political awareness in
Egypt. Already terrorism in Sinai has steadily increased after a
local terrorist group, Ansar Bait al-Maqdis proclaimed allegiance
to Islamic State as the Sinai Province (of the Islamic State), now
known as Wilayat Sinai.
Looking to the future the most serious terrorist threat is not in
Egypt, however, but it comes from Libya. Not only is Libya the
principle arms supplier in the region, affecting conflicts across the
Maghreb and as far afield as Nigeria and Sudan. In the view of
Wolfram Lacher, “if Algeria was central to North Africa’s jihadist
movement in the past, Libya is where their future lies. […] With
the ongoing conflicts preventing any rebuilding of the state,
Libya’s role as the epicentre of North African jihadism is set to
grow in coming years”1.
Two factors, somewhat at odds with one another, will
determine that future. On the one hand Libyan politics (like
Somalia’s) is very localized with the result that jihadists
experience great difficulty in expanding beyond their local
strongholds and foreigners find local networks impossible to
penetrate. Suspicion of foreigners is deeply entrenched and the
W. Lacher, “Libya: A Jihadist Growth Market”, in Jihadism in Africa. Local causes,
regional expansion, international alliances, G. Steinberg, A. Weber (eds.), SWP Research
Paper, Berlin, 2015, p. 31.
1
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ability of external actors to influence local events circumscribed
by these sentiments. On the other hand, reports indicate that,
towards the end of 2014, the Islamic State ordered its Libyan
combatants to return home to assist in the seizure of the port city
of Derna, thus demonstrating an ability to move fighters and
coordinate campaigns between theatres. The entrenchment of a
self-funding and self-sustaining war economy in Libya (and by
extension in the Sahel, including northern Mali), where violence
has been privatized and driven by proceeds from organized crime,
will have a long-term impact. Events in Somalia serve as a
warning that even a failed economy can sustain conflict for
decades and as an apt reminder of Libya’s likely pathway.
As much as Libya presents many dangers and challenges, it
underscores the importance of maintaining stability in Algeria,
which is under pressure from within and from falling oil prices.
The imminent succession challenge to an elderly and sickly
President Abdelaziz Bouteflika could, in this context, prove
disruptive. Under current conditions a crisis in Algeria would
reverberate throughout the region, including in Tunisia and across
the Mediterranean into southern Europe. While Algeria’s police
state-type structure may appear to provide stability, it is also the
reason for its fragility. Civil unrest will grow if political and
economic opportunities for advancement do not provide outlets for
frustration. Yet while the need for further political liberalization is
strong, seasoned terrorism analyst at the Institute for Security
Studies (ISS), Anneli Botha, warns: “Although the promotion of
democratic principles should be encouraged as part of a counter
radicalisation strategy, how to protect it from being manipulated
for ulterior motives […] presents a Catch-22 situation: reacting to
the pitfalls provides justification while not reacting could present
more severe challenges to human security in the future”.
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FIGURE 9 - TERRORIST FATALITIES IN FIVE
MOST AFFECTED AFRICAN COUNTRIES, 2000-2014

Source: Global Terrorism Database (GTD), University of Maryland. GTD 1970-2014 data file.

Although inspired by a shared religion and sense of threat, alShabaab and Boko Haram are essentially Somali and Nigerian
movements, and the widespread racism towards Africans in the
Arab world is a strong disincentive towards greater integration
between movements in sub-Saharan Africa and the MENA
(Middle East and North Africa) region.
The spectacular violence of Boko Haram in northeast Nigeria,
Cameroon and Chad probably presents the largest immediate
threat in West Africa with huge destructive potential. Boko Haram
has its roots deep in the marginalisation and neglect of northeastern Nigeria. In fact, a report on Bloomberg Business placed
things in appropriate perspective by noting that the lack of running
water killed more people in Nigeria in 2014 than Boko Haram.
Most of the members of Boko Haram belong to the ethnic Kanuri
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(who once ruled over an empire founded in the modern-day
province of Borno) but today are largely unemployed and
illiterate.
The immediate forerunner to Boko Haram can probably be
traced back to 2002 to Maiduguri when a young Salafist preacher,
Mohammed Yusuf, among others, openly called for the
establishment of an Islamic state and the introduction of a Salafist
interpretation of sharia law across Nigeria, and not only in the
twelve northern states where it had been introduced in a halfhearted manner. The dominant narrative then, as now, is the extent
to which a Christian government in the south colludes with the
West to cause destitution and poverty in the north.
Yusuf was not the first cleric to clash with the authorities.
Among many such confrontations were those in 1982 and 1984,
when followers of another Muslim cleric, Mohammed Marwa,
clashed with the government in Kano and Gongola, in the north,
resulting in several thousand deaths, including that of Mohammed
Marwa himself. There were other confrontations, including at the
University of Ibadan (May 1986); clashes over Nigeria’s
membership of the Organisation of the Islamic Conference in
January/February 1986; the religious riots of March 1986 in
Kafanchan, Kaduna, Zaria and Futua; and various other violent
confrontations that occurred on an annual basis through the 1980s
and in successive years.
Under the influence of Yusuf, a group of militant Salafists
from Maiduguri established a small rural settlement at Kanama, in
the state of Yobe, where they severed connections with the
government (in a sense, making it a state within a state) and
sought to realise religious purity within an isolated community.
The group became increasingly violent and clashes occurred with
the police, although these were bloodily repulsed by government
troops. It would later transpire that elements of the Nigerian
Taliban, as they were known in some circles, had been receiving
combat training in the use of weapons from Salafist Group for
Preaching and Combat/ al-Qaeda in the Islamic Maghreb
(SGPC/AQIM) in Niger. Others were in contact with al-Qaeda
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(who encouraged attacks on Americans in Nigeria), and training
was also being provided in Mauritania and Algeria. Funding was
forthcoming from Pakistan and London. There is considerable
speculation but little evidence to support the widespread belief that
Boko Haram was initially supported and protected by local
politicians.
Yusuf was twice arrested (in 2006 and 2008) on charges of
incitement to violence and support of terrorism. He was released,
after which he preached across northern Nigeria. His supporters
came into increasing conflict with the police because of their
refusal to obey local laws. The situation came to a head in June
2009 when a violent encounter with the police triggered five days
of riots in Bauchi. After Yusuf was captured and killed while in
police custody, the violence spread to the states of Borno, Yobe
and Kano. Several hundred of Yusuf’s followers were detained
and killed during these events.
This confrontation is widely believed to have catalysed the
transition of Boko Haram from a religious cult to a violent
movement – and the difference between subsequent events and the
many instances of previous waves of violence is that Boko Haram
gained an increasingly urban character, and its nature became
more extreme and tenacious.
In 2010 Abubakar Shekau, Yusuf’s former second in
command, released a video proclaiming his succession to the
leadership of Boko Haram. Around this time, the organisation had
been calling itself the Sunni Group for the Call to Faith and Holy
War (Jama’at Ahl al-Sunna li-l-Da’wa wa-l-Jihad), making no
secret of its new militant approach. Whereas the organisation had
previously been very localised, under Shekau it looked beyond
Nigeria, wanting to “expel the northern political and Muslim
clerical establishment and rid Nigeria of all Western influences”.
In mid-2015 Boko Haram has had to change its approach as its
prospects took a hammering first due to the efforts by South
African and Ukrainian private military contractors and then under
the weight of troops from Nigeria, Niger, Chad and Cameroon that
have pushed the militants out of their captured territory. Boko
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Haram subsequently chose to retreat and disappear into the
Sambisa Forest along the border with Cameroon as well as to the
hundreds of islets separated by channels and hidden by tall grass
in the Lake Chad region. Rather than trying to occupy a caliphate
in the Borno/Yobe/Adamawa States region of northeast Nigeria, it
has reverted to the use of terrorist tactics including suicide bombs
and mass raids, for example in the Chadian capital of N’Djamena
in June 2015.
Time will tell whether the huge increases in fatalities in 2014
and early 2015 were a one-time spike, and whether newly elected
president Muhammadu Buhari will be able to roll Boko Haram
back as he has promised to do.
Several thousand kilometres to the east, on the other side of the
vast African continent, Somalia has for several decades epitomised
the definition of a failed state that has defied various efforts by the
international community to restore stability, including the failed
US humanitarian military intervention of 1992. After the
Americans withdrew the United Nations took over the mission but
similarly failed.
Al-Shabaab (more fully, Harakat al-Shabaab al-Mujahideen, or
the Mujahideen Youth Movement) can trace its origins to the
Somali Islamist group al-Itihaad al-Islamiya (Islamic unity –
AIAI), which was formed clandestinely in 1983 by Somalis who
studied in Egypt and Saudi Arabia. Like the Muslim Brotherhood
in countries such as Egypt, the AIAI undertook a range of
humanitarian and social support activities in south-central Somalia
and in this manner built extensive support networks among local
communities. Their intention was to rid Somalia of Mohamed Siad
Barre (and his scientific socialism), and to create a Greater
Somalia state in the Horn of Africa, thereby uniting all Somalis
living in the Horn of Africa (including those in Ethiopia, Djibouti
and Kenya).
Barre actively pursued the dream of a Greater Somalia and
invaded the Ogaden, in Ethiopia, in July 1977. When the Soviet
Union abruptly shifted its support to Ethiopia, the tide turned very
rapidly and with the support of thousands Cuban troops and
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advisors, an air-bridge from Moscow and two South Yemeni
armoured brigades, the Somali forces were pushed out of the
Ogaden the following year. This and the extensive brutality of
Barre’s regime facilitated civil war. With the collapse of the Barre
regime in 1991 amid widespread conflict between clans, the AIAI
emerged as a tangible political force and as a successor threat to
Ethiopia, Kenya and Djibouti, with their large Somali populations
linked to the Somali diaspora and wealthy Saudis, including
Osama Bin Laden.
The hardliners in the AIAI eventually joined forces with an
alliance of sharia courts, known as the Islamic Courts Union
(ICU), serving as its youth militia. The efforts to build the ICU as
a way of coping with the lack of judicial institutions had been
repeated a number of times since 1991, but failed repeatedly. This
time, the ICU and al-Shabaab managed to gain control over the
capital, Mogadishu, in June 2006 after they defeated the USbacked Alliance for the Restoration of Peace and CounterTerrorism. The leader of AIAI, Sheikh Hassan Dahir Aweys, went
on to briefly become one of the key leaders of the ICU. These
events and the threat to Ethiopian control of the Ogaden triggered
an intervention by Addis Abeba, whose troops re-entered Somalia
in December 2006, eventually driving al-Shabaab and the ICU
from the capital. The ICU subsequently splintered into several
factions.
The intervention by Ethiopia happened at the request of
Somalia’s transitional government, which had been set up in 2004,
but it increased support for al-Shabaab amongst the many Somalis
that held hostile views against neighbouring Ethiopians. Like so
many times before, US efforts (particularly support to the Alliance
for the Restoration of Peace and Counter-Terrorism) were counterproductive. Together with competition from other factions, they
drained the ICU but radicalised al-Shabaab, even as the latter
retreated to the south, where it began organising its violent
response, including bombings and assassinations of Ethiopian
forces. Some political leaders of the ICU fled to Ethiopia’s arch
enemy, Eritrea, but their armed wing remained in Somalia. Al-
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Shabaab, now developed into a fully fledged insurgent movement,
gained control over large parts of central and southern Somalia,
and several hundred recruits swelled its ranks. The movement was
also increasingly vocal about its support for al-Qaeda.
Kenyan troops also crossed into Somalia in 2011 and later
joined the African Union peacekeeping force, AMISOM (African
Union Mission to Somalia), which is supporting Somalia’s fragile
internationally backed government. Al-Shabaab has since stepped
up its operations in Kenya, dealing a blow to plans for the troops
to serve as a buffer and protect the long, porous border despite
being under considerable pressure from AMISOM. These
operations include the September 2013 attack by four militants on
the Westgate Shopping Mall, in Nairobi, that killed at least 67
people, and the June 2014 attacks on the town of Mpeketoni and
surrounding villages, during which close to 100 people were
killed. These events led to a collapse in tourism on Kenya’s coast
after foreign governments warned their nationals against travel to
the area. In April 2015 al-Shabaab attacked the Garissa University
College Campus in north-eastern Kenya, massacring 148 people.
In July its members killed a number of quarry workers in the
Kenyan town of Mandera, also close to the border with Somalia.
The raid mirrored one in the same county in December in which
36 quarry workers died. On the same day heavily armed militants
attacked a convoy of passenger buses and their army escorts in the
Lamu region.
Support for al-Shabaab continues to grow in neighbouring
Kenya’s marginalized coastal regions, while progress in restoring
central government control in Somalia illustrates the extent to
which sustainable counter-terrorism is akin to eating soup with a
fork – a long, slow and messy process.

Political Violence and the Jihad in Africa

85

Conclusions
Using data from different sources, this chapter presented a history
of rapid increases in armed conflict and violence in sub-Saharan
Africa in the decades preceding the collapse of the Berlin Wall,
and an even more rapid decline thereafter to levels approximating
those several decades earlier. More troubling, though, are the
recent conflict trends emerging in the region and its
neighbourhood. A review of these trends confirmed the increases
in all types of political violence since 2010. Terrorism is among
the drivers of this recent trend, but less relevant than one would
expect. In the countries most affected by Islamic terrorism, about
one quarter of total fatalities can be ascribed to organizations
generally associated with this form of extreme violence. Other
types of political violence such as riots, violence against civilians
and the like have therefore been responsible for many more
incidents and casualties than violent Islamist extremism.
This conclusion should not detract from the threat from Islamic
terror or from the need to combat its nefarious impact, particularly
in key affected countries such as Nigeria and Somalia (as well as
Algeria, Tunisia, Libya and Egypt, when we consider Africa at
large). It is clear that the threat from al-Qaeda and the Islamic
State has spread to Africa in a concerted and meaningful way.
Local movements align with the Islamic State or al-Qaeda to
increase their reach and apparent influence, as part of a
bandwagon effect that depends on the success of the Islamic State
vs. the al-Qaeda brand.
The changes in Africa’s growth prospects during the last
decade promise profound transformations in the fortunes of the
continent, including the prospect of greater stability. But can
Africa improve governance and grow fast enough to contain the
current threats to stability in the region? Eventually, good
governance in Africa, respect for institutions (rather than loyalty
to individuals), and inclusive economic growth will prove to be
the best defence against political violence including terrorism, as
will respect for the rule of law and a functioning criminal justice
system. Africa needs to break decisively with the militarized ‘war
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on terror’ approach and adopt, where possible, an intelligence and
criminal justice-led approach to combatting violent political
extremism that is careful in ensuring that the actions of the various
security agencies do not compound the problem. Eventually good
governance is Africa’s best defence against terrorism.

4.

Nigeria: Challenges
and Opportunities at a Time
of Cheap Oil and a Costly Insurgency
Leena K. Hoffmann

Over the past ten years, many of the world’s biggest growth
success stories have been African. Following very favourable oil
and commodity prices, economic growth across the continent,
home to a third of the world’s mineral deposits and a tenth of
global oil reserves, boomed. Against the backdrop of the 2008
financial crisis and the ensuing global recession that rocked many
of the world’s advanced economies, Africa’s annual GDP of 5.5
per cent from 2000 to 2014 presented a very striking contrast. The
economic future of several African countries seemed so bright and
their upward trajectory so compelling, it spurred its own narrative
– “Africa Rising”. Besides the likes of Angola, Ghana and
Ethiopia, it is possible that no other country has been so frequently
associated with this narrative than the continent’s most populous
country, biggest oil producer and wealthiest economy1.
Since a return to democracy in 1999, Nigeria’s economy has
profited hugely from an oil boom – one of the biggest and longest
in history. Global oil prices rose steadily from $10 per barrel in
1999 to a peak of $140 in 2008. Even by mid June 2014, they
remained above $100. From 1999 to 2013, $509bn poured into
Following a two-decade overdue GDP data overhaul, Nigeria surged ahead of
South Africa as the largest economy on the continent and 26th in the world. The
revised figures showed the size of the Nigerian economy had expanded by more
than three-quarters to an estimated $502bn in 2013. Although noteworthy growth
was observed in non-oil sectors, the Nigerian economy remains largely oildependent.
1
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Nigeria’s coffers from crude oil sales with peak profits of about
$68.4bn2 in 2011 during the presidency of Goodluck Ebele
Jonathan (2010-2015), a southerner from the oil producing Niger
Delta3. Since the discovery of oil in southern Nigeria, it has
displaced agricultural goods as the country’s top export earner,
accounting for up to 80 per cent of all government revenue (in
2014 government revenue was an estimated $20.7bn) and more
than 90 per cent of Nigeria’s exports4. This lucrative source of
government income has now been put under strain as a result of a
global collapse in oil prices. In January 2015, oil prices fell below
the emblematic $50 a barrel for the first time since 2009.
Echoing the familiar experience of the squandered 1970s oil
windfall, Nigeria’s management of its latest oil boom showed few
lessons had been learned. A mix of poor governance, less than
prudent fiscal policy and rampant corruption meant that poverty,
inequality and unemployment5 rose sharply through many of the
recent oil boom years. According to the country’s most recent
poverty survey from 2010, 61 per cent of Nigeria’s population of
170 million – almost 100 million people – were living on less than
a dollar a day6. Absolute poverty rates had risen from 54.7 per
cent in 2004 despite Nigeria’s much talked about economic
growth. The upward trend of income inequality, particularly in
wealth distribution across Nigeria’s different geopolitical regions,
also went against the notion that a more prosperous economy
BudgIT Analysis of Oil and Gas flows to Federation total revenue (1999-2013).
See NEITI and Budget Office of the Federation.
3 Jonathan became President in 2010 when his predecessor died in office. He won
the 2011 election against the current President, Muhammadu Buhari, a former
military ruler (1983-1985). Jonathan is Nigeria’s first and only President to come
from the oil-producing south.
4 According to analysts at Standard Bank, since the discovery of oil in 1956,
Nigeria’s oil industry had earned over $1.6tn in revenue by 2009. A. Walker, “The
day oil was discovered in Nigeria”, BBC News, http://news.bbc.co.uk/2/hi/africa
/7840310.stm.
5 1.8 – 2 million Nigerians enter the labour force each year while roughly a million
jobs are created annually – the majority of the jobs created are in the informal
sector. National Bureau of Statistics of Nigeria.
6 National Bureau of Statistics, Nigeria Poverty Profile 2010, 2010.
2

Nigeria: Challenges and Opportunities

89

would lead to more jobs and higher incomes. For instance,
following Nigeria’s peak oil revenue earnings in 2011, the World
Bank estimated that differences in income in rural and urban areas
expanded to over 32 per cent and the gap between the more
economically prosperous southwest and impoverished northeast
rose from 25.9 per cent in 2010-2011 to 34.3 in 2012-2013.
Although Nigeria’s wealth had grown spectacularly, the public
institutions responsible for managing its windfall profits failed to
adequately invest in development or large-scale infrastructure, for
example in agriculture, which employs nearly 70 per cent of
Nigeria’s labour force. Public investment was also not directed at
projects with high economic rates of return – but even worse,
Nigeria was poorly prepared for the predictable volatility of oil
prices. Nigeria’s Excess Crude Account (ECA), which was
established in 2004 to save oil revenue above the benchmark price
estimated in the national budget, held around $21bn in 2008
according to the International Monetary Fund but this was drawn
down to $9bn at the end of 2012 and shrunk further to around
$2bn in 2015.
Consequently, as it was in the early 1980s, Nigeria’s economy
was once again found with insufficient foreign-exchange buffers
to safeguard itself from the effects of the fall in oil prices in mid2014, which have almost halved since7, leading to a weakening of
the national currency, the naira (N), an eroding of foreign reserves
and a widening of the budget deficit. The passage of Nigeria’s
2015 national budget of $23bn – which was revised three times –
was based on an oil price benchmark of $53 a barrel, down from
the $77.5 benchmark of 20148. It is likely that a supplementary
budget will be passed when the economic direction and policies of

A surplus in shale oil production in the US has contributed to the current collapse of oil
prices. Goldman Sachs speculates that oil prices could decline as low as $20 because of a
global crude surplus. G. Smith, B. Sharples, “How Low Can Oil Go? Goldman Says $20
a Barrel is a Possibility”, Bloomberg Business News, 11 September 2015.
8 About 50 per cent of the budget, N2.6tn, is for recurrent spending, N556.9 on
capital projects and N953.6bn on debt service.
7
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the new government of Muhammadu Buhari – inaugurated on 27
May 2015 – become clear9.
Just three weeks before President Buhari’s inauguration, the
outgoing administration borrowed N473bn ($2.4bn) to finance
recurrent expenditure including the salaries of government
workers and other overheads. Similar financial difficulties have
spread across Nigeria’s 36 federal states, which are dependent on
revenue allocations from the federal government10, with many
unable to pay employee salaries for several months due to
declining oil earnings at the federal level. In July 2015 several
states shared a bailout of $3.5bn to meet salary and other debt
obligations.
The rate of growth of the Nigerian economy has also been
massively hit by the downturn in oil prices. Growth had inched up
from 6.2 per cent in 2013 to 6.5 per cent in 2014, but the country’s
National Bureau of Statistics (NBS) has measured a dropped rate
of 2.6 per cent growth so far in 2015. The NBS had earlier
projected a growth rate of 5.5 per cent while Citi and Standard
Chartered Bank estimated 4.5 per cent11.
Government responses to the oil price collapse
In the absence of a Federal Cabinet, Nigeria’s Central Bank
Governor, Godwin Emefiele, has acted as de facto Finance
Minister and the main articulating voice for the administration’s
economic direction. But Emefiele is drawing widespread criticism
for the Bank’s policies, which have been aimed at propping up the
At the time of writing, a cabinet of Federal Ministers for key areas including,
finance, planning and trade had not been announced.
10 Nigeria’s federal government distributes its oil earnings by a set formula to the 36
federal states and 774 local government authorities. Besides, the commercial capital
of Lagos, south-west Nigeria, the majority of Nigeria’s 36 states are unable to raise
enough revenue through local taxes to be economically viable.
11 The International Monetary Fund had initially forecasted 7 per cent GDP growth
for Nigeria but it has redressed this to 4.5 per cent. Across the world’s economies,
the global average in 2015 is 3.3 per cent.
9
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naira and replenishing foreign exchange reserves. Many business
analysts argue that these measures are doing more harm than good
to the Nigerian economy. Back in December 2014 the Central
Bank announced measures restricting foreign currency trading in
an attempt to control the fall of the naira as the price of oil began
to drop. In June 2015 it banned importers from using official
foreign exchange markets to finance payments for 41 items
including rice, cement, toothpicks and private jets. These trading
restrictions have brought both criticism and pressure on the
Central Bank to allow the national currency to depreciate and find
its real value.
Emefiele’s argument against allowing the Nigerian naira to
weaken is centred on keeping the brakes on inflation and
presumably boosting manufacturing12. As evidence of his success,
Emefiele announced that Nigeria’s foreign exchange reserves rose
to $30.7bn in July (but they were still down 20 per cent from the
previous year before the global oil price crash). According to
Ecobank, Nigeria’s reserves are up 5.6 per cent from a month prior
but can still only provide import cover for under five months13.
The Nigerian Central Bank’s efforts have not prevented the
erosion of 19 per cent of the value of the naira against the US
dollar over the past year and the International Monetary Fund
estimates that the growth of the Nigerian economy will slow down
considerably and not exceed half of the average it has experienced
over the past ten years14. Many of Emefiele’s domestic and
international critics say that his devaluation dodging is a repeat of
old protectionist policies that have not served to boost local
production in the past and will fail to do so this time. They suggest
that the role of the CBN should be limited to its main functions of
monetary policy-making and banking supervision and that fiscal

“Pressure building on Nigeria as Naira Out of Step with Oil Peers”, Bloomberg
Business News, 18 August 2015.
13 O. Mayowa, “Nigeria tweaks FX rate in possible sign of looser currency regime
ahead”, Reuters, 4 June 2015.
14 World Economic Outlook (WEO) Update, Slower growth in emerging markets, a
gradual pickup in advanced economies, July 2015.
12
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matters should be left to the finance ministry or a merged ministry
of budget and planning.
Equally, the fall in the value of the naira has severely impacted
Nigeria’s import-dependent local economy. The weaker naira has
made imports more expensive and in an ideal scenario exports
should be more competitively priced but with oil, gas and other
commodities – and not manufactured goods – making up a large
share of Nigeria’s exports, the fall in global prices has resulted in a
drop rather than a rise in export earnings. Plus, higher import costs
are being passed on to consumers, which drive up inflation.
Emefiele has persisted with his unpopular foreign-exchange
restrictions and recently received the backing of President Buhari.
Even though these restrictions have achieved the short-term aim of
steadying the naira at an average of 198.98 per dollar, they have
not reassured investors and foreign exchange trading has
responded negatively. J.P.Morgan, for example, dropped Nigeria’s
bonds from its Government Bond Index-Emerging Markets
series15.
The regional and political price of economic instability
The collapse in oil prices has caused alarm in several oildependent countries, yet its timing for Nigeria has been
particularly grim. Even with promising growth in non-oil sectors,
Nigeria has not transformed beyond being a petro-state. This
dependency on oil earnings and the current constrictions on
revenue because of dwindling oil sales has threatened the new
Buhari administration’s capacity to deliver on development and
the rehabilitation of parts of the north of the country that have
been devastated by an Islamist insurgency led since 2009 by Boko
Haram, an extremely violent Islamist movement that grew out of
Borno state, Nigeria’s most north-easterly state. With by far the
biggest population in Africa and a politically and economically
C. Ohuocha, “JP Morgan to remove Nigeria from government bond index”,
Reuters, 8 September 2015.
15
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dominant position in West Africa, Nigeria’s internal challenges
have severe consequences beyond its borders. Neighbouring
countries Cameroon, Chad, Niger and Benin, are economically
dependent on Nigeria and lack the capacity to absorb refugee or
migrant flows associated with insurgency-related displacement or
economic hardship. In a region that still has a long way to recover
from the economic impact of the Ebola epidemic, the negative
effects of instability in Nigeria will be felt right through West
Africa.
Beyond the threat to Nigeria’s economic growth and the West
Africa region’s security, falling oil prices have created a new
challenge for Nigeria’s patronage networks that have dominated
politics since 1999 and maintained much of their internal harmony
through the sharing of oil wealth and political appointments.
These networks have been re-organised since the April 2015
elections which saw an opposition party win a national election for
the first time in Nigeria’s political history. Yet state resources
have historically been used to patch over political problems in
Nigeria. With less money to do so, the new governing party, the
All Progressives Congress (APC), which first emerged in February
2013 following disagreements within the former governing party,
the People’s Democratic Party (PDP), will face considerable
challenges with maintaining party cohesion and loyalty without
the political lubricant of oil money. Already, tensions between
powerful members of the APC and the president of Nigeria’s
Senate, Bukola Saraki, an influential APC leader from the north
central zone16, are threatening relations between the executive and
legislative branches of government.

Many of the top leaders of the APC including Saraki, are former members of the
PDP who defected in 2013 to form an alliance with Nigeria’s three main opposition
parties.
16
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Mixing oil and politics
The evolution of the Nigerian state placed oil at the heart of its
existence yet besides the powerful armed forces during the lengthy
military era, no other organisation has controlled the country’s
economic prospects like the Nigerian National Petroleum
Corporation (NNPC), Nigeria’s state-owned oil company which
handles the sale of nearly half of the 2mn barrels of crude oil that
are produced each day. From its inception, the NNPC has been the
Nigerian government’s single biggest source of revenue and most
notorious for lacking transparency and accountability.
Created in the 1970s, incidentally with the help of current
President Buhari, the NNPC has gained an increasingly bad
reputation for its opaque dealings, which have been marked by
allegations of graft and immunity from public scrutiny. The NNPC
has 24,000 employees and plays the roles of both regulator and tax
collector to the oil industry as well as being an active competitor
in the business. Very few people outside of and even within the
NNPC are well informed about its inner workings and one
government inquiry found that it maintained two sets of accounts
for its oil sales, which varied by $100mn17.
During a peak period of the oil price boom between 2011 and
2014, which coincided with the tenure of past President Jonathan
and his Petroleum Minister, Diezani Alison-Madueke, payments to
the Nigerian treasury fell illogically. In August the Natural
Resource Governance Institute (NRGI), a New York based, nonprofit group, released a report that found major incongruities in the
NNPC’s dealings18. For no clear reason, it provided Nigeria’s four
struggling domestic refineries19 with four times more oil than they
“Nigeria’s oil company, Petrodollar spill”, The Economist, 15 August 2015.
A. Sayne, A. Gillies, C. Katsouris, “Inside NNPC Oil Sales: A Case for Reform in
Nigeria”, Natural Resource Governance Institute Report, 4 August 2015.
19 Nigeria’s four refineries have a total capacity of 445,000 barrels per day (b/d) but
have been operating at lower capacity – around 30 per cent – for a very long time
and are unable (due to decay and poor maintenance) to meet domestic demand for
fuels and refined products. According to the NNPC, current domestic output caters
to only 9 per cent of daily petrol consumption, 28 per cent of automotive gas oil
17
18
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have capacity to handle. The NNPC also participated in swap
deals where it bartered crude for finished products at
extraordinarily profitable margins for its partners. Nigeria’s state
oil company’s unchecked autonomy was also exhibited in its
unilateral decisions to spend oil revenue it had collected before
paying the remainder into the government purse. The NRGI
estimates that the NNPC withheld $7.9bn – around 50 per cent of
the value of oil in the “domestic-crude allowance” that was
reserved for domestic consumption.
Back in 2014 when oil prices were over $110 per barrel and the
government’s account was in surplus, it inexplicably came under a
foreign-exchange rate strain. Nigeria’s former Central Bank
Governor, Lamido Sanusi, accused the NNPC in 2013 of failing to
remit at least $12.5bn or as much as $20bn to the government
treasury. Sanusi also claimed that savings in Nigeria’s ECA had
fallen (from $11.5bn to under $2.5bn) during a year it should have
been increasing. Sanusi’s queries were met with counteraccusations of financial recklessness and resulted in his
suspension from office20.
Under Sanusi’s leadership, the Central Bank also investigated
the domestic consumption of kerosene, a fuel most commonly
used by low – and in some cases, middle – income Nigerians in
cooking stoves. The Nigerian government has for many years
provided a subsidy on fuels like kerosene and petrol with the aim
of keeping their prices low and passing on some benefits from the
country’s oil wealth to the public. The NNPC overseas the subsidy
arrangement and bills the Nigerian government to recover money
it spends on subsidising fuel consumption (both petrol and
kerosene) – which amounts to hundreds of millions of dollars each
utilisation and 24 per cent of dual-purpose kerosene consumption. The rest of the
demand is met through imported products. Roughly 86 per cent of combined
consumption is imported – over 50 million litres each day. In spite of its vast oil
reserves, Nigeria imports about 70 per cent of its oil products.
20 Former President Jonathan came under considerable public pressure to act on
Sanusi’s claims which resulted in a government-commissioned forensic audit by
PricewaterhouseCoopers that found the NNPC had withheld at least $4.3bn over a
19 month period from January 2012.
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month. However, the late President Umaru Yar’Adua ended the
subsidy on kerosene in 2009 although his executive order was
never entered into the official gazette, which raised questions over
its legality. Sanusi’s queries of the NNPC’s accounts forced the
Jonathan administration to order a forensic investigation into
discrepancies in the state oil company’s earnings from January
2012 to July 2013 and cash remitted to the Nigerian treasury. The
forensic audit by PricewaterhouseCoopers (PwC) showed that the
NNPC had withheld around $3.4bn for kerosene subsidy payments
that had been ceased under the previous administration and not
included in the 2012 or 2013 budgets21. Furthermore, the price of
kerosene sold in Nigeria during this period was on average double
the subsidized price of N50 per litre.
The debate on fuel subsidies in Nigeria is often very heated
with some merits on all sides. Petrol prices impact on other costs
such as food and transportation and due to frequent power outages
in Nigeria, nearly every household and business relies on petrol
and diesel-powered generators. Within the Nigerian context of
high levels of poverty and unemployment, increases in the price of
petrol will likely have a more severe effect on the poor and on
low-income households. However, many Nigeria analysts argue
that the cost of capping the price of petrol consumption is
unsustainable and the subsidy regime only serves as a funnel of
public funds into private pockets. The current squeeze on
government revenue has once again revived this contentious issue
and the Buhari administration faces real problems with keeping up
with subsidy payments. In spite of its flawed and graft-prone
nature, President Buhari will have to approach his final decision
on the petrol subsidy with both pragmatism and sensitivity bearing
in mind that past efforts to end it provoked widespread public
protests22.
Report on the Investigative Forensic Audit into the Allegations of Unremitted
Funds into the Federation Accounts by the NNPC, PricewaterhouseCoopers
Limited, February 2015.
22 The Jonathan administration’s attempt to end the petrol subsidy in January 2012
triggered protests and a national crisis that forced the government to reverse its
21
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Since taking office, President Buhari has sacked the
management board of the NNPC and recently appointed a new
Chief Executive, Ibe Kachikwu, a Harvard-trained lawyer and
former Exxon Mobil executive, who has trimmed and reorganized
the top tier of the company. The management staff has been
reduced from 122 to 88 people and four new group executive
directors have been appointed. In July 2015 President Buhari
announced plans to restructure the NNPC by splitting it into two
entities; one to regulate and tax the oil and gas industry and the
other to operate as a full commercial venture23.
If Buhari is to make good on his promise of reform, the new
government’s policy of closing all government accounts with
commercial banks and operating a Treasury Single Account (TSA)
with the Central Bank must fully apply to revenue-collecting
bodies like the NNPC. Opportunities for fraud and embezzlement
of government funds have continued in large part because
Nigeria’s cash resources are not consolidated and therefore easily
pilfered by government officials. Oil operating licenses issued by
the NNPC have also historically been used as a major reward
system for cronies of past governments. Furthermore, the NRGI
warned that the “domestic-crude allowance” is another looting
loophole that ought to be closed by ending this arrangement. It is
promising that the new Chief Executive of the NNPC has
announced that all swap deals will be re-evaluated and the
company’s financial records will be periodically published so as to

position. The subsidy was cut by about 50 per cent, but the move cost Jonathan a
lot of popular support.
23 Nigeria’s 7th National Assembly (2011-2015) hurriedly passed an oil industry
reform bill, a petroleum industry bill (PIB) that has languished on the House floor
for several years. Under a new leadership in both the Nigerian Senate and House of
Assembly, the future of the PIB remains unclear. As a legal framework designed to
underpin the reform of the NNPC and detail the responsibilities and powers of the
body for oversight in the up and downstream sector, the PIB became a victim of the
very politics many hoped it would serve to unravel. The rushed passage of the
petroleum bill following major amendments in the National Assembly even
strengthened the unprecedented discretionary powers attached to the petroleum
ministerial position.
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break from the traditional secrecy that has surrounded the
operations of the NNPC.
Crude theft and oil industry reform
The low price of oil has tangibly reconfigured the landscape of the
industry across the globe. In Nigeria, several oil industry operators
have cut back on investments and downsized their personnel. The
Financial Times speculates that for smaller oil companies to
survive the bleak times ahead, they will have to merge and
consolidate ventures in order to manage huge debts and dwindling
cash flows24. Nigeria oil industry experts say that the Central Bank
of Nigeria and the Nigerian Deposit Insurance Corporation
(NDIC) will have to undertake an urgent round of stress tests on
Nigerian lenders that financed the acquisition of oil assets from
international oil companies (IOC) by several domestic firms25.
In an interview with the Financial Times in 2012, Nigeria’s
former Finance Minister estimated that around 400,000 barrels of
crude was stolen each day – valued at $1.2bn a month at the time
of high oil prices26 – while other industry insiders are more
conservative with their estimates. The continuous debate over how
much is lost to crude oil thieves further highlights the degree of
opacity in the Nigerian oil industry.
In 2009 the late President Umaru Yar’Adua extended an
expensive amnesty deal to Niger Delta militants responsible for
rampant violence among rival groups, oil theft and bunkering (i.e.
the practice of stealing crude oil directly from vandalised
pipelines, loading it onto barges and then to offshore vessels to be

W. Wallis, “Nigeria: The big oil fix”, The Financial Times, 26 May 2015.
“With oil at six-year low, crude exports, firms downsize”, This Day Newspaper, 19
August 2015.
26 W. Wallis, “Nigeria losing $1bn a month to oil theft”, The Financial Times, 26 June
2012.
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transported to refineries in other parts of the world)27. Many
believe that Nigerian politicians, businesspeople and a range of
international actors are complicit in the complex web of oil theft
and illegal refining. These practices have not abated and demand
more manageable, less expensive remedies. For a start, getting
communities, not just ex-militants, involved in protecting oil
industry infrastructure and the environment from damage caused
during oil production would be an important basis for encouraging
a meaningful sense of community ownership and political
inclusion. It has been over five decades since the discovery of
crude, yet the Niger Delta has seen little in terms of development
despite the billions of dollars worth of crude that has been
extracted from the region. While the atmosphere around oil
production in Nigeria is more sober, President Buhari has the
opportunity to pursue a clear-headed and comprehensive
development agenda for the oil producing Niger Delta region to
strengthen the social contract between government and its citizens
and contain the environmental and social-economic challenges of
this region.
The cost of countering the Boko Haram insurgency
In the months since Buhari’s inauguration, there has been
resurgence in bloodshed in northern Nigeria by the Boko Haram
movement that has killed thousands in its six-year campaign to
impose its version of Sharia Islamic law in Nigeria28. According to
the United Nations and the International Organisation for
Migration (IOM), Nigeria now has the highest number of
internally displaced persons (IDPs) in the world – 1.5 million
people – who are mostly residents of Boko Haram-affected areas
in the northeast but have fled their homes and abandoned
C. Katsouris, A. Sayne, “Nigeria’s Criminal Crude: International Options to
Combat the Export of Stolen Oil”, Chatham House Programme Report, 1 September
2013.
28 Over 700 people have been killed between May and September 2015.
27
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livelihoods due to the prolonged battle with violent extremism29.
There has been little to no farming activity in the affected areas,
which has heightened the prospect of food insecurity and
economic hardship among an already vulnerable population.
Much blood has been shed and treasure lost since the uprising
of Boko Haram (which roughly means “Western education is
forbidden”) began in 2009. An academic project that tracks media
reports to monitor violence in conflicts estimates that almost half
of all civilian deaths in African war zones in 2014 were related to
the conflict in northeast Nigeria30. The Nigeria Security Tracker
(NST), a project of the Council on Foreign Relations’ Africa
Programme, estimates that between May 2011 and August 2015
over 14,000 media-documented deaths have occurred since the
start of the Boko Haram crisis31. In response, Nigeria’s military
budget grew to an average of 25 per cent of the national budget
and since 2011 over $32bn has supposedly been spent on the fight
against Boko Haram32. Despite the hefty outflows in military
spending, little by way of sustainable traction has been achieved
so far33. Instead, Boko Haram has demonstrated a skilled
nimbleness that has put Nigeria’s armed forces on the back foot
time and again.
Giving weight to a renewed commitment to regional
cooperation, President Buhari made his first foreign trip to

Nearly half of the 5.5 million people living in conflict zones in Nigeria,
Cameroon, Chad and Niger have been displaced by the violence wreaked by Boko
Haram, according to the UN’s emergency aid coordination body OCHA (Office for
the Coordination of Humanitarian Affairs). Nigeria has suffered the most with 2.1
million fleeing their homes and 4.6 million needing humanitarian assistance.
30 Armed Conflict Location and Event Data Project (Acled).
31 Other sources report more conservative figures; however, there is general
consensus around a figure between 9,000 and 17,500 (africacheck.org).
32 At the end of 2014, the past administration borrowed a further $1bn for the
struggle against Boko Haram. A. Tsan, E. Odemwingie, “Reps approve US$1 billion
loan to fight Boko Haram”, Leadership Newspaper, 23 October 2015.
33 Between February and May 2015, there was a brief period of cautious optimism
that a re-energised counterinsurgency strategy, which began at the end of the past
administration, was yielding results.
29
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neighbouring Niger then Chad, Cameroon and Benin34 to restore
regional relations and seek better military coordination35. Also, in
his maiden address as President, Buhari announced the crucial
decision of relocating the military’s command centre from the
Nigerian capital city of Abuja to Maiduguri, the birthplace of the
insurgency36. Buhari’s visits to his West African counterparts
demonstrates the importance he is placing on regional cooperation
and better military coordination within the regional joint task force
made up of troops from the five countries including Nigeria37. A
regional approach is key to successfully ending the Boko Haram
insurgency. Alongside this, Nigeria’s military will have to win the
trust and respect of their counterparts across the border. In the past
few years, the regional military strategy has been hampered by
accusations of the lack of professionalism of Nigeria’s troops. In
the coming months, the Nigerian government will need to
maintain its dedication to rebuilding bridges and stabilizing crossborder relationships. Such a position will facilitate both the
military response against Boko Haram but also help draw the
goodwill of international partners such as the United States and
France towards tackling the humanitarian dimension of the
insurgency especially since the government’s own resources are
under pressure.

Most of Boko Haram’s attacks have taken place in the northeast and wider
northern Nigeria region but there have been a growing number attacks in
neighbouring Chad and Cameroon. In July 2015, a major Boko Haram attack was
carried out in the Chadian capital of N’djamena.
35 When he was a military leader, Buhari once led a pushback against Chadian
soldiers in 1983 when some Nigerian islands were occupied.
36 In the past the military top brass has been accused of being isolated from the
conflict while lower-ranking officers remain on the forefront of the battle, poorly
equipped and inadequately trained to effectively degrade an unconventional army
37 Nigeria, Cameroon, Chad, Niger and Benin have for long cooperated in a
Multinational Joint Task Force (MNJTF) charged with dealing with common
problems with cross-border banditry and criminality. However, regional military
coordination has been tested severely since the start of the Boko Haram crisis.
Regional relations between Nigeria and its Francophone neighbours have been
plagued by mistrust and suspicion.
34
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In the past, the Nigerian government has blamed its failing
counterinsurgency strategy on a chronic lack of military
equipment. Since the beginning of the uprising, Boko Haram’s
growing confidence and ambition exposed the institutional
weaknesses of the Nigerian military and its need of advance
training and hardware. However, the Nigerian government
received only limited international support because of serious
accusations of war crimes and human rights abuses against its
military. The United States withdrew military support from
Nigeria as a result of these accusations. Under the new
administration of President Buhari, the Nigerian military has
shown some concern over its international image but the results of
investigations into allegations of heavy-handedness have not been
made public yet.
Under the leadership of the newly appointed armed forces’
service chiefs, Nigerian troops have carried out aerial
bombardment operations in the Sambisa Forest38, a large area
surrounding a nature reserve and Boko Haram’s toughest
stronghold and hideout. The security forces have also rescued
hundreds of women and children in the course of their ongoing
offensive against the group. Recent developments suggest that the
military offensive has resulted in degrading the group in some
respects – this includes the liberation of many north-eastern towns
and villages that fell under Boko Haram control39 – but there has
been a worrying spike in suicide bombings across the affected
areas and attacks in Nigeria and neighbouring Niger, Cameroon
and Chad, with markets and bus stations being prime targets40.
The theatre of Nigeria’s battle with Boko Haram is remote and
economically underdeveloped; conditions that have worsened
significantly as a result of the ongoing conflict. The persistence of
socio-economic factors such as poverty, unemployment and poor
Boko Haram is also said to operate in the Mandara Mountains, which lie along the
lengthy and poorly protected terrain of the Cameroon-Nigeria border.
39 The Nigeria military has also improved its communication with the public by
providing some documentary evidence on its operations and recent missions.
40 A national task force fighting the insurgents in the northeast is made up of
members of the federally-controlled police force, the army and navy.
38
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education (particularly among young people), mean that local
populations in northeast Nigeria will continue to be susceptible to
extremist ideology. Although the context of poverty and lack of
opportunity is not the primary causal factor of the Boko Haram
insurgency, these conditions, however, contribute to its
persistence. Many commentators argue that youth unemployment
and disillusionment can increase the chances of individuals’ being
susceptible to joining radical movements and urban gangs.
Buhari’s determination to tackle the insurgency and restore
normalcy to northeast Nigeria could be severely undermined by
the drop in government revenue, particularly as resources are
needed to pay for the long and crucial yet expensive rehabilitation
process that needs to be put in place. His administration also faces
a tremendous challenge to control the rise in income inequality
between the underdeveloped and impoverished parts of Nigeria
like the northeast and places like Lagos in the southwest, which
has been a magnet for foreign investment in recent years41.
Because of the threat of insecurity and political instability,
northern Nigeria’s economy, which is largely rural and agrobased, has struggled to attract private investors and is lacking the
necessary infrastructure, skilled labour and security needed to
thrive. Key sectors such as oil and banking are located in the south
of Nigeria and other industries such as manufacturing and services
have clustered in this region leading to glaring disparities in the
kinds of job opportunities and wages available to job seekers in
both regions.
Furthermore, the United Nations projects that the Nigerian
population will be the third largest in the world, surpassing that of
the United States, by 2050. The high composition of young people
in this growth trajectory – especially in northern Nigeria where
birth rates are traditionally higher – will present key challenges
under the current climate of insecurity and dwindling government
At approximately $45bn, Lagos state has the 13th biggest economy in Africa and is
at par with countries like Morocco and Ghana, https://www.cpafrica.com/2013/05/19/lagos-could-soon-be-africas-13-biggest-economy-similarto-the-size-of-ghana-says-renaissance-capital/.
41
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revenue, further undermining stability and economic recovery.
With over 10 million children not receiving any education, Nigeria
has the highest number of children out of school according to
UNICEF and this number is highest in the north. A lack of
educational opportunities in itself poses a threat to peace and
stability and the concentration of children in the region most
affected by the Boko Haram insurgency means that ameliorating
underdevelopment and poverty within this population will be even
more difficult given the prospects of low government resources.
Finally, the decline in government revenue comes at a crucial
time in the regional efforts to end the Boko Haram insurgency and
may undercut attempts to create deeper cross-border alliances and
rehabilitate the northeast of Nigeria. Should the new government
pursue policies of austerity to curb shrinking revenues, the
Nigerian public could react negatively. Nigeria has traditionally
been poor at closing loopholes that create opportunities for
financial abuse and tightening government expenditure in the
manner that is expected under austerity measures. So unless
Nigeria’s political class is seen also to be making sacrifices and
dedicated to greater government transparency, policies of austerity
will struggle to gain popular support.
Revenue opportunities and the non-oil sector
Like every other oil producing country, Nigeria’s vast oil reserves
are non-renewable and, therefore, an unreliable and volatile basis
for long-term growth. Nigeria’s current experience with yet
another oil boom and bust cycle gives the country another chance
to safeguard itself from its past mistakes by a critical restructuring
of its economy. The decline in government revenue from oil sales
presents opportunities for Nigeria to widen and diversify the
country’s sources of income particularly through a more
efficiently administered tax system.
Nigeria’s GDP rebasing exercise in 2014 not only showed that
the country’s foreign-exchange reserves were low but also that the
ratio of tax to GDP had fallen to around 12 per cent and only 4 per
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cent was from the non-oil sector. Nigeria’s non-oil sector, which
includes manufacturing, entertainment and agriculture, presents
promising alternatives for revenue generation and job creation.
According to Nigeria’s Federal Inland Revenue Service
(FIRS), less than 25 per cent of small and medium enterprises pay
taxes42. Nigerian businesses, however, grumble that the current tax
structure is too complicated and that navigating Nigeria’s multitiered system, which requires different taxes to be paid at the local,
state and federal level, discourages compliance, creating room for
inadvertent evasion. It also contributes to increasing operational
costs for businesses already pressured by frequent power outages.
A report in 2013 by PwC, rated Nigeria 170th out of 189 countries
for ease of paying tax – a fifteen point drop from its position the
previous year.
Taxation in Nigeria, like in most West African countries, has
been a very difficult policy area in which to effect change.
Nigeria’s thriving informal sector, which many analysts estimate
is as much as 58 per cent of the rebased GDP, has remained out of
policy reach despite its potential to contribute considerably more
to the economy and boost government revenue at a time of poor
returns on oil sales43. Making tax payments less complicated
would be the first step to improving tax intake but government
would need to go further by providing incentives for tax
compliance: regular power supply being a critical one. Stable
power supply will go a long way in reducing the cost burden on
business and in itself encourage tax compliance.
Powering economic growth
Despite billions in government and private investments, the power
sector in Nigeria has defied the efforts of every administration that
I. Onuba, “Tax number will be mandatory for company registration”, Punch
Newspaper, 15 August 2015.
43 For instance, at the end of 2013, McKinsey & Company, commissioned by the
finance ministry, entered a contract with the FIRS to revamp their system and
increase tax revenue by almost $500mn in 2014.
42
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has attempted to reform it. For Nigeria’s promising non-oil sectors
to experience real growth and create jobs, reliable and affordable
electricity is crucial. Existing capacity is insufficient to meet the
country’s current demand and, if Nigeria’s power infrastructure is
not dramatically expanded, future growth will be held back.
The World Bank estimates that 55 per cent of Nigerians –
primarily in rural communities – are without power. While the
Nigerian government estimates that frequent power outages are
costing Africa’s largest economy about $100bn a year in missed
investments and profits. Nigeria’s 170 million people share about
the same amount of power used by about a million and a half
people in the average industrialized country. Challenges with
corruption, gas shortages and pipeline vandalism have continued
to persist two years after Nigeria’s power companies were broken
up and sold to private investors.
For the growing leather shoe manufacturing industries of
southeast Nigeria and the burgeoning agro-, meat and dairy
processing businesses of northern Nigeria, the opportunity to
boom or bust balances on the knife-edge of power supply. The
current costs of power for businesses are huge and a burden to
growth and innovation. Real initiatives to address power shortages
could substantially accelerate economic growth rates, create real
prosperity and open up more sustainable revenue streams to the
government beyond oil.
Other key non-oil revenue streams such as solid minerals
equally deserve renewed attention. Nigeria possesses substantial
commercial quantities of minerals such as coal, tin and columbite.
According to a recent report by PwC, intelligent mining of
Nigeria’s solid minerals, which would need better host community
engagement and proper transport infrastructure, could boost
Nigeria’s GDP by 10 per cent over the next five years44. Currently
mining activities are predominantly small-scale, unregulated,
unsafe and poorly organized.
“What next for Nigeria’s economy? Navigating the rocky road ahead? PwC’s
economic scenarios for 2015 and 2016”, PwC Economics & Policy/Nigeria Economy
Watch, May 2014.
44
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Conclusion
While Nigeria’s long dependence on its oil wealth and the losses
the industry has suffered in the past year could have far-reaching
socio-economic implications, the current state of low foreign
currency reserves should provide a real compulsion for the
government to seek the necessary diversification of the country’s
economy away from the effects of the heady highs and crashing
lows of oil prices.
A decade of above average growth and years of windfall profits
from high oil prices have not led to the kind of smart growth
Nigeria needs to reduce poverty, create jobs and close the
development and educational gap between the north and south. In
the face of modest growth, low prospects of an increase in oil
revenues and a costly insurgency in the northeast, the urgency for
stabilising and diversifying Nigeria’s economy could not be more
pressing.
The end of the latest oil boom revealed that Nigeria’s economic
tale has been one of few winners and more losers. High oil and
commodity profits have driven GDP growth but have had very
little impact on poverty. Inequality in Nigeria has also widened
and a generation of millions of citizens face grim prospects of
finding employment, particularly the young. The broadening
regional disparities in the distribution of progress and poverty
between northern and southern Nigeria makes for an even more
worrying picture and a real challenge to political stability and
national unity.
The 2014 GDP rebasing exercise illuminated the vast promise
of Nigeria’s non-oil sector and the clear need for innovative
decision-making aimed at extending new pathways to economic
growth and raising government revenue. New strategies explored
by the new administration should seek to raise the contribution of
taxes from multinationals, local businesses and private individuals
to the national account.
At the same time, breaking the hold of vested interests at the
heart of the operations of Nigeria’s oil company, the NNPC,
should remain a priority. Alongside these reform goals, efforts
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should be made to convert the currently favourable international
mood towards Nigeria into profitable private-public partnerships
that are directed towards the infrastructure deficits facing Nigerian
businesses. If the Nigerian government wishes to tap into the nonoil sector of the economy it must show, both in words and deeds,
that it is no longer business as usual but that government is truly
prepared to support enterprise in Nigeria with a mindset of
enlightened self-interest.
The 2015 elections marked an unprecedentedly high level of
expectations for any new President, especially for one coming into
office under sobering economic circumstances. Of all the three
previous attempts by Buhari to become President of Nigeria, the
timing of the oil price collapse has been financially rather
inconvenient for this success. Goodwill towards his administration
remains high as many blame the past Jonathan-led government for
squandering the bulk of Nigeria’s oil earnings but this
acknowledgement hardly leaves room for a lack of performance.
Buhari’s victory in the 2015 elections was largely due to the
popular appeal of his campaign pledge to end financial
mismanagement and endemic corruption as well as recover
Nigeria’s stolen wealth. Buhari also promised to restructure the
government and lead on civil service reform, which may require
merging federal ministries to reduce running costs. His social
democratic party platform and pledge to pursue welfarist
interventions for millions of poor Nigerians attracted mass support
even though they were made at a time where Nigeria’s main
source of revenue had collapsed. Buhari’s social programmes may
simply have to be delayed or rolled out on a smaller scale because
of a lack of funds.
Ultimately, the convergence of shrunken government revenues
and the challenging fight against the Boko Haram insurgency will
severely test Buhari’s political resolve and the competence of his
economic team. Buhari will have to find a way to strike the right
balance of maintaining political stability while pursuing his twopronged war against Boko Haram and endemic corruption. For
now, Buhari’s lack of urgency in naming a cabinet and his
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government’s stiff economic policy direction has left many
investors confused and weary of the Nigerian market45. Banks,
investors and businesses have expressed anxiety over the delay in
key political appointments and the negative impact of this
suspense on the economy. The lack of clarity in economic policy
and direction has not had the effect of boosting business
confidence. The Nigerian government should be worried that
business confidence has stalled and that a recovery of the
economy’s momentum is under threat. Flexibility and wider
stakeholder consultation could help Nigeria avoid the risk of
prolonged market uncertainty thus preventing a prolonged period
of low economic growth.

P. Wallace, E. Onu, “Rattled by JPMorgan Exit, Nigerian Bonds Now Face
Downgrade Risk”, Bloomberg Business News, 14 September 2015,
http://www.bloomberg.com/news/articles/2015-09-14/rattled-by-jpmorgan-exitnigerian-bonds-now-face-downgrade-risk.
45
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The End of “Emerging Africa”?
Prospects for Sub-Saharan
Frontier Markets
Giovanni Carbone

Africa has been changing fast over the past fifteen to twenty years.
Both the growth performances and the international image of the
continent went through surprising U-turns, from widespread
stagnation and pessimism to unprecedented progress and new
prospects. The turnaround of economic performances began as
early as the mid-1990s and led to a number of sub-Saharan
countries achieving record growth rates for the better part of the
following decade. Economic recovery, in turn, fostered a dramatic
improvement in the way the continent was perceived and
represented by the international media, where talk of ‘Africa
rising’ or ‘emerging Africa’ became gradually more frequent,
stimulating a growing interest in the region. What was largely a
neglected continent during the 1990s, from around 2000 became
the terrain of a new scramble for positioning by advanced as well
as emerging economies. China’s trade with the region, for
example, went up almost twentyfold in little more than a decade,
with Beijing becoming the continent’s main commercial partner.
Meanwhile, the US had declared the region “a high priority” of
“growing geo-strategic importance”1 and renewed its African aid,
trade and military policies, culminating in an unprecedented USAfrica Leaders Summit held in Washington D.C. in 2014. Britain
Government of the United States of America, National Security Strategy of the United
States of America, Washington, The White House, 2006, pp. 37-38,
http://www.comw.org/qdr/fulltext/nss2006.pdf.
1
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and France also rekindled their historical ties and a range of other
countries undertook a variety of new initiatives. Turkey, for
example, vastly expanded its network of diplomatic and air links
with the continent. Brazil courted African governments by
emphasizing shared cultural and environmental features. Even
Germany renewed its policy towards the region by acknowledging
the many business opportunities for “tapping into the potential of
African markets”2. Suddenly, Africa had gained appeal.
In spite of the profound changes underway in sub-Saharan
Africa, social, political and economic continuities were also bound
to affect and challenge the region’s trajectory. Africa remains the
poorest continent in the world, the vulnerability of its people once
again exposed, on the international stage, by the Ebola crisis of
2014-2015. The latter took a dramatic toll on the people and
economies of the three countries that have been most directly
affected (Guinea, Liberia and Sierra Leone), with an impact that
was also felt in West African states such as Burkina Faso, Côte
d’Ivoire, Gambia and Senegal in terms of reduced cross-border
trade and international tourism3. The relevance of the Ebola crisis
to sub-Saharan Africa as whole, however, must be put into
perspective. The economies of Guinea, Sierra Leone and Liberia
together account for less than 1 per cent of the GDP of subSaharan Africa (their combined populations represent less than 2.5
per cent of total population in the region).
The many challenges that continue to worry observers,
particularly those taking a sceptical view towards the region’s
recent accomplishments, include the substantial failure of subSaharan countries to initiate processes of structural economic
transformation and their apparent inability to consolidate
historically fragile states. The risks represented by these two
vulnerabilities have now forcefully come to the fore due to the fall
of international commodity prices – a new economic challenge for
Federal Foreign Office, Federal Government Policy Guidelines for Africa, Berlin, May
2014.
3 African Development Bank, OECD, UNDP, ECA, African Economic Outlook 2015.
Regional development and spatial inclusion, OECD Publishing, Paris, 2015, p. iii.
2
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poorly diversified economies – and the rise of jihadist violence – a
strong political challenge for weak states. This volume
investigates the economic impact of these two risks. The
“emerging Africa” boat has been rocked. Is this the beginning of
the end of a phase of sustained growth? Probably not.
Africa is a net exporter of oil and countless other primary
commodities, from copper to iron ore, gold, diamonds and
uranium, platinum and bauxite, to agricultural products such as
cocoa, coffee, palm oil and cotton. In the early years of the 21 st
century, rising global demand for mineral resources pushed further
explorations and investments, leading to an increase in the number
of oil-producing and gas-producing countries and contributing to
the region’s economic growth performances, as shown by John
Heilbrunn in his chapter.
The extremely low diversification that still characterizes the
vast majority of African economies, however, implies that they
remain highly dependent on a few commodity exports and thus
vulnerable to the fluctuations of the latter’s international prices.
The commodity super-cycle4 that began in 2000 and now appears
to be ending saw commodity prices more synchronized than in the
past5. The rise and fall of the oil price – which surged from $25
per barrel in January 2000 to $133 in July 2008, and then dropped
from $108 in June 2014 to $47 in January 2015 – is thus only the
tip of the iceberg. Between 2000 and 2008, the price of iron ore
also quintupled, copper quadrupled, cocoa and rice tripled and
coffee doubled (the price of cotton, on the other hand, only
increased by 63 per cent). This comprehensive trend was abruptly
reversed from around mid-2014, as iron ore went down by 47 per
Compared to short-term price fluctuations, commodity super-cycles span longer
periods of time (i.e. complete cycles last 20-70 years) and to involve a broad range of
commodities, typically inputs for the industrial development and urbanization of
emerging economies; B. Erten, J.A. Ocampo, Super-cycles of commodity prices since the
mid-nineteenth century, DESA Working Paper no. 110, February 2012, p. 1,
http://www.un.org/esa/desa/papers/2012/wp110_2012.pdf.
5 World Bank, Africa’s pulse. An analysis of issues shaping Africa’s economic future, vol. 11,
Washington, April 2015, http://www.worldbank.org/content/dam/Worldbank/
document/Africa/Report/Africas-Pulse brochure_Vol11.pdf.
4
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cent, copper by 20 per cent, and cotton by 25 per cent between
June 2014 and January 20156. As much as commodity exports
played a key role in fuelling Africa’s post-2000 growth
performances, the decline in their values is bound to have an
opposite impact. As Giulia Pellegrini notes in her chapter, African
countries should take stock of the “new normal” of lower prices
for their key exports.
The end of the commodity super-cycle is being felt across the
continent. The collapse in the price of iron ore is making the
recovery efforts of Ebola-stricken Liberia and Sierra Leone more
difficult. The economic slowdown in China, which accounts for
over 40 per cent of global demand for copper, led commodity
corporations to suspend mining operations in Zambia7. The
enthusiasm of international investors for coal mining in
Mozambique cooled off considerably, while the oil price drop is
jeopardising developments in countries such as Uganda, where
petroleum was recently discovered. Yet sub-Saharan economies
are not a homogeneous lot. First, some of them are more
diversified than others. South Africa, admittedly a unique case in
the region, has a highly diversified economy and its outward trade
includes minerals, precious metals and stones, but also motor
vehicles and electronics, chemical products, agro-processed food
and wine. Second, economies in the region do not all export the
same primary goods. Some do not have any major extractives to
exploit. Table 1 provides a quick overview of these differences by
classifying sub-Saharan countries, based on their predominant
exports, as “agricultural exporters”, “metals and minerals
exporters”, “energy exporters”, and “others”. An implication of
this diversity, and this is the third point, is that what is an export
for some African states is an import for others. For most of them,
in particular, oil is primarily an import rather than an export,
meaning that they are essentially benefiting from the reduction of
Data on commodity prices cited in this paragraph are from World Bank (2015), p. 18.
A. England, “Zambia bears the brunt of China’s economic slowdown”, Financial
Times, 9 September 2015, http://www.ft.com/intl/cms/s/0/065afc1e-556b-11e5a28b-50226830d644.html#axzz3mZHOKokL.
6
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the oil price. And fourth, not all of Africa’s commodity prices fell
markedly. For example, by mid-2015 the price of cocoa – a key
export for the likes of Ivory Coast, Ghana and Cameroon – had
already recovered from a dip and had reached a higher level when
compared to the year before.
TABLE 1 - A CLASSIFICATION OF SUB-SAHARAN ECONOMIES
ACCORDING TO THEIR MAIN EXPORTS
Agricultural
exporters

Metals and minerals
exporters

Energy exporters

Others

Burundi

Botswana

Angola

Cape Verde

Central African
Republic

Benin

Cameroon

Comoros

Côte d'Ivoire

Burkina Faso

Chad

Eritrea

Ethiopia

Congo-Kinshasa

Congo-Brazzaville

Lesotho

Gambia, The

Ghana

Equatorial Guinea

Madagascar

Guinea-Bissau

Guinea

Gabon

Mauritius

Kenya

Liberia

Nigeria

Mozambique

Malawi

Mali

South Sudan

Senegal

Rwanda

Mauritania

Sudan

Seychelles

São Tomé and
Príncipe

Namibia

Swaziland

Niger

Togo

Sierra Leone

Uganda

Somalia
South Africa
Tanzania
Zambia
Zimbabwe
8

Source: World Bank, 2015, p. 40 .

Sub-Saharan economies thus have different degrees of
vulnerability in the face of falling commodity prices. Table 2
Countries are classified as exporters of a specific commodity group if the share of
exports of said category is above 25 per cent.
8
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TABLE 2 - SUB-SAHARAN ECONOMIES
AND VULNERABILITY TO TERMS-OF-TRADE SHOCK
More
vulnerable

Less
vulnerable

More
resilient

Angola

Benin

Madagascar

Botswana

Cameroon

Burkina Faso

Malawi

Eritrea

Chad

Burundi

Mali

Kenya

Congo-Kinshasa

Cape Verde

Mauritius

Lesotho

CongoBrazzaville

Central African
Rep.

Rwanda

Mozambique

Equatorial
Guinea

Comoros

Seychelles

Namibia

Gabon

Côte d'Ivoire

Swaziland

Niger

Guinea

Ethiopia

Tanzania

São Tomé and Príncipe

Liberia

Gambia, The

Togo

Senegal

Mauritania

Ghana

Uganda

Somalia

Nigeria

Guinea-Bissau

Zimbabwe

South Africa

Sierra Leone

Zambia

South Sudan
Sudan
Source: World Bank, 2015, p. 40.

again groups countries in the region into distinct categories
according to the terms-of-trade (ToT) deterioration they are
facing.
‘More vulnerable’ countries suffered a 2014-2015 decline in
international commodity prices that exceeded 10 per cent, ‘less
vulnerable’ countries recorded a deterioration of less than 10 per
cent, ‘resilient’ countries, on the other hand, showed overall gains
in their terms-of-trade. Once again, the most vulnerable and
hardest hit group largely consists of oil-exporting economies,
including regional giants such as Nigeria and Angola but also the
much smaller economies of Chad, Gabon or Equatorial Guinea. In
some other nations, the fall of commodity prices was a key
contributor to the deterioration of their terms of trade, as in the
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case of copper for Congo-Kinshasa or iron ore for Mauritania,
Liberia and Sierra Leone. Countries that resulted more resilient, at
least until early 2015, include economies that are more diversified
(South Africa and, to a much lesser degree, Kenya) and others that
are primarily agricultural exporters (Ethiopia and Senegal).
However, resilience is increasingly under pressure, for example as
a result of sluggish growth in South Africa and of rising public
deficits in Kenya. Ultimately, the overall effects of the end of the
cycle will be broadly negative in the short and medium term,
albeit they look set to be somewhat heterogeneous and probably
not devastating.
A second growing threat for sub-Saharan Africa, as mentioned,
is the instability caused by jihadist movements. The latter find an
ideal terrain in the region, where state weakness offers would-be
terrorists and insurgents the opportunity to mount serious
challenges against central governments.
The limits of post-colonial state-building processes in Africa
are well known. Many sub-Saharan countries failed to develop
well-functioning state administrations capable of establishing
order within national territories and implementing public policies
for their people. More than fifty years after their independence,
African countries such as Somalia, the Central African Republic,
Chad or Congo-Kinshasa – as well as the continent’s youngest
nation, namely South Sudan – typically crowd the bottom end of
all international rankings of state effectiveness around the world.
Nations as diverse as Ethiopia, Madagascar, Mauritania or even
Nigeria are often found not far above them (cf. for example Fund
for Peace 2015, the Worldwide Governance Indicators 2015, the
Bertelsmann Transformation Index 2014).
In a number of African countries, weak central authorities with
tenuous territorial presence, poor administrative capacity and
ineffective armies constitute an easy target for guerrillas and
terrorists. Porous international borders have historically allowed
insurgent and extremist groups to cross over into neighbouring
territories, broadening their areas of operations and making it
more difficult to hunt them down. The limits of Africa’s “quasi-
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states” have been acknowledged since at least the early 1980s.
They became ever clearer in the early and mid-1990s, when the
spread of wars and conflicts across the continent intensified and
peaked. By the turn of the century, however, these same states
appeared to make progress in terms of holding rulers accountable,
generating and mobilising new resources and, more generally,
stabilising conflict-prone areas, whether through negotiations
(Mozambique), outright military victory (Angola, Ethiopia,
Rwanda) or external interventions (Sierra Leone). The outcome
was a marked decline in the diffusion of wars and conflicts
throughout most of the region, with a temporary setback around
the turn of the century.
While violence was being reduced, however, state fragility
remained a key feature and a concern for most sub-Saharan
countries, as Jakkie Cilliers notes in his contribution to this
volume. Thus, the overall decline in conflicts did not mean that the
new century was free from fresh crises. New hotspots emerged as
early as 2003 with the Darfur (Sudan) war, followed by the spread
of violence in places such as Ivory Coast and later Mali, northeastern Nigeria, the Central African Republic and South Sudan.
Reversing the post-Cold War trend, conflict-related events broadly
conceived (inclusive not only of battles but also of riots and
protests) as well as conflict-related fatalities, in particular, have
been on the increase since around 20099. The greater Horn of
Africa region, inclusive of Somalia, Sudan and South Sudan, led
the way, while the Arab Spring of 2011 also contributed to
destabilising parts of the sub-Saharan area, particularly in the
Sahel region. Violence in southern Africa, on the other hand,
broadly continued to abate.
Besides Somalia, which essentially lacked a central
administration since as far back as 1991, many of the crises that
emerged since 2005 could be located on an “arc of instability” that
partly overlaps with the Sahel region and reaches further to the
J. Cilliers, S. Hedden, Africa’s current and future stability, Institute for Security Studies,
Pretoria, 2014, p. 4, https://www.issafrica.org/publications/papers/africas-currentand-future-stability.
9
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FIGURE 1 - FAILED STATES AND RECENT CRISES
IN SUB-SAHARAN AFRICA

Note: failed states: FSI ≥ 110, states at risk: 100 ≤ FSI < 110,
weak states: 80 ≤ FSI < 100, relatively stable states: FSI < 80
Source: Fund For Peace, Failed States Index, 2015

east, into the Horn of Africa, an area deeply divided by interstate
rivalries and by the unresolved issue of Somalia’s reconstruction.
When a shorter north-south axis of crisis is added to the above arc,
down from Darfur into the eastern Congo, a “T-shape” or a “T
rule” is obtained that helps observers locate most of the current
crises on a regional map (Figure 1).
Thus, the continued feebleness of state infrastructures,
legitimacy and territorial control soon fed into a new generation of
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violent conflicts. Religion is part of this new picture more than it
has ever been in the history of independent Africa. Jihadist
struggles, in particular, have been on the rise over recent years,
with over a dozen states facing some form of it in a vast area with
permeable national borders that stretches from Mauritania to
Tanzania10. But even where extremism did not lead to jihadist
violence it appeared to deepen religious divides. The Central
African Republic, for example, has an overwhelmingly Christian
population (Muslims only represent some 15 per cent of it) and no
history of religious strife. The 2013-2015 crisis did not see the
emergence of jihadist movements in the strict sense, yet it
certainly marked an important turning point in the radicalisation of
the country’s religious differences. Similarly, Cameroon’s postcolonial history of substantial stability and cohesion now faces the
threat of growing Christian and Islamic fundamentalism11.
Once again, the crises in Libya and in northern Nigeria show
how “the porous borders and vast desert areas where national
authorities struggle to exert control mean that the stability of any
one state is acutely dependent on that of its neighbours”12. To an
extent, Sudan came to represent an important crossroads of
complex connections and exchanges that characterise the spread of
Islamic extremism.
It might be tempting to see Africa as just another terrain for a
unique global struggle by Islamic fundamentalists, as if the latter
were catapulted from far away into places that are often sparsely
populated and poorly controlled by central governments. The
notion that Africa’s terrorist organizations are parts of a
worldwide network has the US Department of State among its

“Jihafrica”, The Economist, 18 July 2015, http://www.economist.com/news/
middle-east-and-africa/21657801-biggest-threat-african-peace-and-prosperitycomes-dangerous.
11 International Crisis Group, Cameroun: la menace du radicalisme religieux, International
Crisis Group, Brussels, 2015.
12 International Crisis Group, The central Sahel: a perfect sandstorm, Brussels,
International Crisis Group, 2015, p. 1, http://www.crisisgroup.org/~/
media/Files/africa/west-africa/227-the-central-sahel-a-perfect-sandstorm.pdf.
10
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main proponents13. But African jihadist movements largely
operate in autonomous ways, with no overarching command
structure or a shared ideology. Moreover, the local roots of
African conflicts are critical to their understanding. As a matter of
fact, what the sub-Saharan jihadists “all have in common […] is
that their activities are more strongly local than is the case with
their Arab counterparts to the north”14. In Nigeria, Mali and even in
Kenya’s coastal regions, the political and economic marginalisation
of entire communities loomed large in the rise of jihadist violence.
The frustrated expectations of massive groups of young people in
places such as Borno and Somalia also contributed to creating a
fertile ground where extremists could easily recruit adherents. When
joining jihadist movements, young Africans are offered both means
of livelihood (by payments or looting opportunities) as well as a
world vision (the promotion and defence of Islam against its
Western enemies or ‘modern’ institutions, the radical reform of
corrupt societies and predatory authorities) and personal fulfilment
(by becoming a mujahid hero)15.
The promise of social change through a radical implementation
of Islamic rule thus builds on local grievances, particularly among
peripheral communities that feel marginalized and left out. In West
Africa, for example, radical Salafist organizations have expanded
against the traditional and generally more moderate Sufi orders16.
In Africa’s new conflicts, it is often difficult to distinguish
between terrorism and guerrillas. Boko Haram’s strategy, for
example, evolved from car bombings and other terrorist attacks
into an attempt at capturing control over parts of the Nigerian
territory. Armed Islamist movements are rarely trying to
overthrow and replace national governments in full. Particularly in
J. Cilliers, Africa’s conflict burden in a global context, Working Paper no. 273, Pretoria,
Institute for Security Studies, October 2014, p. 14, https://www.issafrica.
org/uploads/Paper273V4.pdf.
14 G. Steinberg, A. Weber, Jihadism in Africa. Local causes, regional expansion, international
alliances, SWP Research Paper, Berlin, June 2015, p. 12, http://www.swpberlin.org/fileadmin/contents/products/research_papers/2015_RP05_sbg_web.pdf .
15 Ibid., pp. 7-9.
16 International Crisis Group, The central Sahel: a perfect sandstorm, p. 11.
13

122

Africa: Still Rising?

places such as Mali and northern Nigeria, they are primarily
struggling to carve out territories in peripheral regions where they
can establish their own states or ‘caliphates’. In many cases,
militant activities often overlap with criminal networks,
reinforcing the economy of violence, which in poverty-stricken
Sahel is estimated to generate some $3.8bn annually17.
Ultimately, however, in spite of the recent surge of violence
south of the Sahara, of rising jihadist struggles with international
links, and of growing concerns in the West, armed conflicts in
Africa have thus far remained relatively contained both in scope
and intensity. Current violence has yet to reach the level of
devastation caused by the essentially non-religious conflicts that
prevailed during the 1990s. Geographically too, Africa’s
contemporary wars are located in a fairly limited space, their
relative concentration captured by the abovementioned “T rule”.
The post-2009-2010 increase in conflict-related events and
fatalities can largely be ascribed to five countries only, namely
Nigeria, South Sudan, Sudan, the Central African Republic and
Somalia. In 2014, over 75 per cent of Africa’s conflict-related
deaths occurred in this small set of states18. This is a pretty
different picture from that of a quarter of a century ago, when
intrastate wars raged in all corners of the continent, from Sierra
Leone to Mozambique, from Angola to Rwanda or Eritrea. On
average, today’s Africa is “a safer place to live for its communities
than at any time since the end of colonialism”19.
Lower commodity prices and growing political instability are
no longer just ‘risks’, but an actual trend under way that is
negatively affecting today’s reality in sub-Saharan Africa. One
key consequence is a substantial slowdown in the region’s
economic growth trajectory, as testified by a 1.8 per cent
downward revision in the IMF’s growth forecasts for 2015-2016

Ibid., p. 1.
J. Cilliers, S. Hedden (2014), p. 14.
19 J. Cilliers (2014), p. 16.
17
18
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(from 5.9 per cent to 4.1 per cent annual average)20. Yet according
to prevailing growth projections, the ‘rising Africa’ trajectory on
the whole is being slowed down but not entirely derailed by
current difficulties. With the IMF and the World Bank expecting a
3.8-4.2 per cent growth in 2015, a slightly higher 4.3-4.6 per cent
in 2016, and a relatively stable 5.3 per cent average performance
projected for subsequent years (2017-2020), Africa still seems on
a relatively robust growth path21.
A 2013 ISPI study identified eight key frontier markets among
those offering major opportunities for trade and investment,
namely Angola, Ethiopia, Ghana, Kenya, Mozambique, Nigeria,
Senegal and South Africa22. How are the estimated performances
of these eight countries affected by the evolving political and
economic environment in the region?
The criteria originally used to select these economies included
an expected annual average growth of 5 per cent or above for six
years and non-extreme political and economic risks, in a regional
context where average risks are comparatively high. The risk
assessment, in particular, was operationalized as (A) a value of no
more than a 75 average on SACE’s 0-100 rating scales for credit
risks (from sovereign, banking or corporate counterpart),
regulatory risk (expropriation risk, breach of contract risk, and
International Monetary Fund, World Economic Outlook. Adjusting to Lower Commodity
Prices, Washington, October 2015, https://www.imf.org/external/pubs/ft/
weo/2015/02/pdf/text.pdf; International Monetary Fund, World Economic Outlook
database, October 2014.
21 International Monetary Fund (2015); International Monetary Fund, Regional
Economic Outlook. Sub-Saharan Africa: navigating headwinds, Washington, April 2015,
http://www.imf.org/external/pubs/ft/reo/2015/afr/eng/; International Monetary
Fund, Regional Economic Outlook. Update, July 2015, https://www.imf.org/
external/pubs/ft/reo/2015/mcd/eng/pdf/mreost0115.pdf; World Bank, Global
Economic Prospects. The Global Economy in Transition, Washington, June 2015,
http://pubdocs.worldbank.org/pubdocs/publicdoc/2015/9/961521443473555360
/Global-Economic-Prospects-June-2015-Global-economy-in-transition.pdf.
22 G. Carbone, G. Bruno, G.P. Calchi Novati, M. Montanini, La politica dell’Italia in
Africa. Contesto, interessi e scenari della presenza politica ed economica italiana nell’Africa
subsahariana, A report commissioned by the Ministry of Foreign Affairs, ISPI, Milan,
2013,
http://www.ispionline.it/sites/default/files/pubblicazioni/rapporto_ispimae_litalia_in_africa_0.pdf.
20
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transfer and convertibility risk) and political violence risk (civil
disorder, terrorism, war), and (B) a value of no more than 6 on the
OECD’s 0-7 rating scale of economic and political risks, which,
besides credit and political risks, include an assessment of the
financial context (levels of investments, growth rates, inflation,
export diversification, etc.) and of the economic context (external
debt and foreign-exchange reserves)23. Table 3 reports some key
indicators for the eight economies under examination, including
growth and risk estimates.
When we look at how the most recent developments in the
region, including the trend of commodity prices and the evolution
of conflicts, affected the expected performance of these
economies, a negative impact is quite evident.

Because sub-Saharan countries typically display relatively high risks, Carbone et al.
(2013) consider that a score of no more than 75 out of 100 (SACE – Servizi
Assicurativi per il Commercio Estero (Insurance Service for the Foreign Trade)), or
6 out of 7 (OECD – Organisation for Economic Co-operation and Development),
signals a reasonably acceptable level of risk for the area. If countries with an OECD
score of 6 were excluded, alongside those with a risk of 7, no more than 10
economies would satisfy this criterion alone. Moreover, five of them feature
populations of less than 2.5 million people (Botswana, Gabon, Lesotho, Mauritius
and Namibia) and one displays relatively slow growth prospects (South Africa). Only
four countries (Angola, Ghana, Nigeria and Zambia) would satisfy all our criteria,
which seems too restrictive a selection. The same essentially applies to the SACE
indicators, for which we computed the average score, as in SACE’s own
methodology until 2013.
23
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TABLE 3 - SELECTED EMERGING MARKETS, KEY INDICATORS

Angola
Ethiopia
Ghana
Kenya
Mozambique
Nigeria
Senegal
South Africa

Population
(million, 2014)

Surface
area
(sq. km)

GDP
(US$ bn,
2014)

Per capita
GDP
(current int. $
at PPP, 2014)

GDP
growth
(%, 2015)

22.1
96.5
26.4
45.5
26.5
178.5
14.5
54.0

1,246,700
1,104,300
238,540
580,370
799,380
923,770
196,710
1,219,090

128.6
52.3
38.6
60.8
16.7
573.6
15.6
350.1

7,203
1,589
4,129
3,084
1,174
6,031
2,311
13,046

4.5
8.6
3.5
6.9
6.5
4.7
4.6
2.0

Exp. GDP
growth
2015-2020
(annual %)
5.0
8.0
5.8
6.9
8.7
5.4
5.9
2.5

Data for 2015 and 2015-2020 are estimates.
Sources: (^) World Bank, World Development Indicators;
(*) International Monetary Fund, World Economic Outlook database (April 2015);
(**) International Monetary Fund, World Economic Outlook, print edition (October 2015);
(°) African Development Bank et al., African Economic Outlook 2015. Country notes;
SACE, Country risk analysis; OECD, Country risk classification; World Bank, Doing Business 2015.

Doing
Business
(ranking
out of 189)
181
132
70
136
127
170
161
43

Country risk
(2015)
SACE
OECD
(0-100)
(0-7)
66
5
68
7
61
5
61
6
60
7↑
68
5
59
6
39
4↑

Currency

kwanza
birr
cedi
Kenyan shilling
metical
naira
WA CFA franc
rand
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Between April 2014 and October 2015, the IMF revised its growth
projections for the group as a whole, for the 2015-2016 period,
from 6.0 per cent down to 5.2 per cent per year. There are of
course some differences from country to country. A majority of
them – i.e. five out of eight – saw a deterioration of average
annual growth estimates for the 2015-2016 period (Figure 2).
Nigeria, Angola, Ghana and South Africa are the most affected, as
annual economic growth was significantly revised downward – by
2.8 per cent in the case of Nigeria, by 2.2 per cent for Ghana and
Angola, and by 1.2 per cent for South Africa. In the latter case,
already lacklustre prospects were almost cut by half, with average
annual growth forecasts down from 2.5 to 1.3 per cent. Projections
for Mozambique (-0.2) were also reduced, but only marginally.
Kenya (+0.3), Senegal (+0.5) and, most notably, Ethiopia (+1.2),
on the other hand, seem to be net beneficiaries of the evolving
context, their growth estimates on the rise. The upward revision
for Ethiopia, in particular, meant the country is now expected to
reach an average 8.4 per cent annual performance for 2015-2016.
The overall trend was thus certainly negative. Yet the growth
prospects for the group remain solid, with an average 5.2 per cent
in 2015-2016 – led by Ethiopia, as already mentioned, and
Mozambique (7.6 per cent) – that will further improve and reach
6.3 per cent over the longer 2017-2020 period, well above the 5.3
per cent projected for the entire sub-Saharan region (see Table 3).
While the three largest economies in the region (Nigeria, South
Africa and Angola) have the lowest expected growth rates in the
group for the next five years, all three are also expected to slowly
improve their performances in the second half of the period. This
trend includes South Africa, whose growth performance will
remain modest but will reach 2.7 per cent annually after 2016,
somewhat better than the 2.0 per cent averaged by Pretoria in
2008-2014.
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FIGURE 2 - GROWTH PROSPECTS REVISED, FRONTIER MARKETS:
2014 FORECASTS vs 2015 FORECASTS (IMF)

Source: IMF, World Economic Outlook database, April 2014 and October 2015 versions.

A better understanding of how the eight focus countries are
more or less directly affected by current political and economic
challenges, however, requires a brief look at each of them.
Angola is the third largest economy in sub-Saharan Africa. In
recent years, it was one of the region’s stellar performers, with a
9.2 per cent average growth in 2000-2014 according to the IMF.
Economic activities, however, are only weakly diversified, with
the economy remaining heavily dependent on oil (oil exports, half
of which go to China, represent about 46 per cent of GDP, 70 per
cent of state revenues and 95 per cent of total exports24).
Economic development is also hindered by red tape and
widespread corruption. Politically-unchanging Angola is one of
Africa’s economies worst hit by the downturn in the price of oil.
Earnings and fiscal revenues from oil exports went down
dramatically, leading to a significant depreciation of the kwanza, a
26 per cent reduction of the 2015 national budget and deficit

J.D. Muzima, F.R. Mendy, African economic outlook 2015. Country note: Angola, OECD
Publishing, Paris, 2015, p. 3, http://www.africaneconomicoutlook.org/en/countrynotes/southern-africa/angola/.
24
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projections expected to reach 7 per cent ofGDP25. The slowdown
is trickling down, and although the government promised to stick
to its planned spending in infrastructure, pressure is being felt in
contexts as diverse as construction, wages andretail26.
Except for gold, Ethiopia’s main exports are agricultural
products, including coffee, sesame seeds, vegetables and cut
flowers (Ethiopia is second only to Kenya among African cutflowers exporters to the EU). As a non-fuel exporter, the country
did not suffer major setbacks and remains an attractive destination
for foreign investors. Banking, telecoms and retailing are closed to
foreign ownership. But sectors such as agribusiness (including
flower and coffee farming), mining (gold), infrastructures and the
leather industry have been the targets of large investments
originating not only from China – a major partner – but also from
the likes of Turkey, Saudi Arabia and South Korea. The slowdown
in commodity prices, on the other hand, helped the government
curb inflation. Agriculture still accounts for as much as 42.3 per
cent of GDP and over 80 per cent of employment, but the
economy is slowly diversifying and emerging as a regional
manufacturing hub, particularly for textiles, leather and
agribusiness. Growth is projected to remain buoyant over the next
few years, with an 8 per cent annual average for 2015-2020 that
places Ethiopia in third position – behind Mozambique and
Myanmar – in a worldwide ranking of countries with populations
above 10 million. Ethiopia has a composite society of 90 million
people with a history of ethnic strife, and domestic political risks
remain significant. Regional tensions with its Horn of Africa
neighbours are also high, as the authoritarian government of Addis
Abeba, a key regional ally of the US, retains an uneasy
relationship both with Eritrea and with the al-Shabaab
fundamentalists in Somalia.
“Angola currency falls to record low as Central Bank devalues”, Bloomberg Business,
5 June 2015, http://www.bloomberg.com/news/articles/2015-06-05/angolacentral-bank-devalues-currency-as-oil-slide-hits-revenue.
26 A. England, “Angolan industrial sector counts the cost of cheap oil”, Financial
Times, 6 May 2015, http://www.ft.com/intl/cms/s/0/c307ab62-edcb-11e4-987e00144feab7de.html#axzz3mZHOKokL.
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Ghana began its economic recovery in the mid-1980s, well
before most other countries in the region followed in its footsteps.
Its economy is relatively diversified, with oil joining cocoa and
gold as the country’s main exports when the exploitation of
newly-discovered off-shore fields started in late 2011.
Macroeconomic management and performances, however, became
more problematic in recent years, and were compounded by the
falling prices of oil and gold. The gradual increases of oil
production and the rise of the price of cocoa only partly offset
these negative effects. The national currency – the cedi – suffered
a major depreciation, with inflationary pressures, growing current
account and fiscal deficits, and public debt on the rise. A deal for a
stabilization loan was signed with the IMF in early 2015. Growth
in 2015, at 3.5 per cent, is expected to slow down for a fourth
consecutive year, but it will then start recovering with a projected
5.7 per cent in 2016. Politically, Accra can count on a highly
stable and democratic environment, at least by sub-Saharan
standards.
Kenya is East Africa’s largest and most diversified economy,
with manufacturing accounting for as much as 11.7 per cent of its
GDP27. Dynamism has also been evident in pioneering
entrepreneurial activities, including the emergence of
agribusinesses for the export of cut flowers and vegetables to
advanced markets and of an internationally-acclaimed mobile
money platform known as M-Pesa. Despite not being among
Africa’s post-2000 strongest performers (growth rates only
averaged 4.3 per cent in 2000-2014), Kenya is expected to reach
an annual 6.9 per cent in 2015-2020. Exploitation of recent oil and
gas discoveries is also set to start over the next few years. The
Nairobi government and its economy, however, face a mounting
external challenge. Jihadists belonging to the al-Shabaab insurgent
movement in neighbouring Somalia have repeatedly attacked
W.O. Odero, W.A. Reeves, N. Kipyego, African economic outlook 2015. Country note:
Kenya, OECD Publishing, Paris, 2015, p. 4,
http://www.africaneconomicoutlook.org/fileadmin/uploads/aeo/2015/CN_data/
CN_Long_EN/Kenya_GB_2015.pdf.
27
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Kenyan premises, notably with the killing of dozens of civilians
first at the Westgate shopping mall in Nairobi, in 2013, and then at
the Garissa University College, in 2015. The consequent decline in
the country’s tourism sector, in 2014 and early 2015, was partly
blamed for the biggest annual loss ever recorded by
KenyaAirways28. While the IMF recently revised Kenya’s
economic growth forecasts slightly upwards, some concern has
been raised as to the country’s expanding deficits and public debt,
partly the result of weak revenue performances in the context of
growing expenditure.
Mozambique has the lowest per capita income but the highest
growth prospects among the eight frontier markets under
examination, with an expected 8.7 per cent annual expansion for
2015-2020 (the second-highest, after Ethiopia, when we look only
at 2015-2016). The economic dynamism of this poor country is the
result of the widespread economic reforms undertaken since the
1980s by the formerly-Marxist ruling Frelimo party and the
political stabilization that was achieved in the early 1990s, when
the introduction of multi-party politics allowed Maputo to move
past a long-lasting civil war. The occasional re-emergence of
factional tensions has never seriously threatened civil peace and
political order. Mozambique benefited from important investments
in its vast resource riches, particularly in the huge off-shore
natural gas reserves recently discovered (gas exports are set to
start in 2020) and in coal mining. The decline in the price of
natural gas, coal (coal mining projects are currently operating at a
loss29) and aluminium (of which the Mozal smelting plant is a
major producer), for example, are delaying investments and
affecting the economy. Besides the construction and
communication sectors, which are expected to drive the country’s

“Kenya Airways blames tourism slump for record losses”, BBC News, 30 July
2015, http://www.bbc.com/news/world-africa-33715413.
29 A. Almeida-Santos, L.M. Roffarello, M. Filipe, African economic outlook 2015. Country
note: Mozambique, OECD Publishing, Paris, 2015, p. 4,
http://www.africaneconomicoutlook.org/fileadmin/uploads/aeo/2014/PDF/CN_
Long_EN/Mozambique_EN.pdf.
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strong growth, the government is striving to develop an
agricultural sector whose potential has yet to be tapped.
Nigeria is not only Africa’s largest country by economic and
population size, it is also the one most directly challenged by the
oil price drop (Nigeria tops the list of the continent’s oil
producers) as well as by the spread of jihadism (the crisis in the
north-east is causing the highest number of casualties in Africa),
as aptly discussed by Leena Koni Hoffmann in her chapter to this
volume. The continued economic performance of Nigeria,
internationally renowned as a promising emerging market in
recent years, is the single most important component for the
broader development of Africa. The collapse of the oil price will
be felt particularly in terms of public revenues, with the
government hard pressed to review its spending plans. Yet the
recent rebasing of national accounts showed that oil represents a
much smaller fraction of the country’s economic activities than
was previously thought (13 per cent as opposed to 30 per cent).
The dynamism of sectors such as services (particularly the
telecom, banking and film-making industries), agriculture and
partly also manufacturing has led to increased diversification. This
will help contain the impact of the oil price drop. Similarly, the
violence of Boko Haram has thus far been concentrated in the
north-eastern states of the federation. It is primarily these areas
that suffered from related economic disruption. But the heart of
the Nigerian economy lies elsewhere, primarily in the commercial
and financial centre of Lagos and in the oil-producing states of the
Niger Delta region. The pace of progress has certainly slowed
down. After fifteen years during which annual growth rates
averaged 7.7 per cent, growth is expected to hover around a
“mere” 5.4 per cent for the next five years. But 2015 will mark a
low point (4.0 per cent), followed by year-on-year increases. The
election of a new President, Muhammadu Buhari, was largely
hailed as a positive development, both domestically as well as
internationally, but also implies a period of transition and
uncertainty.
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Senegal has the smallest economy among the eight countries
considered in this chapter. Economic activities, however, are
relatively differentiated, with manufacturing accounting for 12.5
per cent of GDP and agriculture for only 15.9 per cent 30. Mineral
resources are scarce. Despite not growing as fast as Africa’s top
performers (3.8 per cent annual average in 2000-2014), the
country’s growth is expected to speed up significantly and reach a
5.9 per cent average in 2015-2020, stimulated by the Plan Sénégal
Émergent, a broad scheme that includes major reforms and
projects. The 2014-2015 Ebola crisis in West Africa impacted
negatively on the Senegalese tourism sector. By African standards,
Senegal is both stable and democratic as well as endowed with a
relatively effective state administration, reasonable infrastructures,
declining poverty rates (absolute poverty went down from 55.2 per
cent in 2000 to 46.7 per cent in 2011) and life expectancy well
above the continental average (63 years against 57 in 2013). The
country was thus able to attract international investors as a
regional hub in West Africa in sectors such as tourism, services
and manufacturing. Industries for textiles, leather and
agribusinesses (e.g. peanut oil processing, tropical fruits and
vegetables) are developing. The main risks the country faces hail
from instability in neighbouring countries – particularly Mali, but
also Guinea (Conakry) and Guinea-Bissau, all of which suffered
coups d’état between 2008 and 2012.
South Africa’s admission to the group of the BRIC(S)
emerging economies, back in 2010, was meant to acknowledge
both the country’s economic potential as well as its leading role in
the development of Africa. Pretoria has by far the most
diversified, sophisticated, infrastructured and globalized economy
on the continent. Its banks, telecoms, mining groups and retail
chains have expanded and successfully penetrated many other
African markets. International corporations rely on the country as
T. Houeninvo, K. Gassama, B. Traoré, African economic outlook 2015. Country note:
Senegal, OECD Publishing, Paris, 2015, p. 5,
http://www.africaneconomicoutlook.org/fileadmin/uploads/aeo/2015/CN_data/
Cn_Long_FR/Senegal_2015.pdf.
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a key continental hub for diverse sectors, from financial services
to manufacturing. Yet today the ‘new’ South Africa appears to be
the continent’s sick economy. Since the 1994 transition to
democratic rule, Pretoria admittedly went through profound
changes and important progress. Politically, the black majority
was freed from the repression of the apartheid era. The ruling
African National Congress also introduced some redistributive
measures – such as the “black economic empowerment” and
housing policies – aimed at rebalancing racial inequalities and
fighting poverty. But the South African economy, which grew at
modest-to-respectable rates for a number of years (3 per cent in
1994-2003, 4.8 per cent in 2004-2008), gradually lost steam (1.8
per cent in 2009-2014). The country is now projected to reach a
mere 2.5 per cent in 2015-2020, a less-than-impressive
achievement for an emerging economy. The decline in the price of
the country’s main mineral exports (including gold, iron ore, coal
and platinum) is playing a role. These dismal results couple with
high unemployment rates and rising social and political tensions
around such diverse issues as immigration, labour wages and
electricity provisions.
Conclusions and policy implications
After decades of unsatisfying performances, economic growth
took off in many sub-Saharan states at the beginning of the 21st
century. The drivers of growth included an improvement in overall
political stability in the continent and a favourable trend of
international commodity prices for Africa’s key exports. This
volume examined how Africa’s positive phase of growth is being
challenged by the end of the commodity cycle and the rise of
jihadist violence. The analyses carried out in the different chapters
can be summed up by the following conclusive remarks and policy
implications:
1. The high-growth trajectory followed in recent years by
‘emerging Africa’ is being negatively affected by the downturn
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of commodity prices as well as, much more moderately, by a
rise of jihadist violence in parts of the region.
2. Oil-exporting countries have been particularly hard hit by the
oil price collapse and by the consequent deterioration of their
terms-of-trade.
3. On the whole, however, growth prospects remain fairly robust.
Frontier markets in the region continue to offer important
opportunities for trade and investments, although more caution
is needed.
4. There is an increasing need to monitor and discriminate among
the risks and opportunities in individual countries: while most
countries face mounting challenges, some economies are as or
even more attractive than in the past. Ethiopia, Kenya and
Mozambique are among the most promising sub-Saharan
markets. The three largest economies in the region are all under
pressure, if to a different degree: this is particularly the case for
South Africa (slow growth), but also for Nigeria and Angola
(slowing down). Other markets are projected to expand at
faster paces, including the Ivory Coast, the Congo-Kinshasa
and post-Ebola Guinea.
5. A close re-assessment of the potential of emerging Africa’s
high-growth sectors (e.g. consumer goods, infrastructure,
natural resources, agriculture, banking, ICTs, tourism) is
required that takes into account the extent to which each of
them is being affected by the evolving economic and political
circumstances.
6. African countries need to take stock of the ‘new normal’ of
lower prices. With the support of international donors, they
should increase efforts to vigorously promote economic
diversification, which remains key to reducing vulnerability to
terms-of-trade shocks. Ensuring a reliable and affordable
provision of electricity, for example, is key to the development
of non-oil sectors in Nigeria, the continent’s largest economy.
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7. Public spending needs adjusting to contain deficit and debt
increases: efforts to increase domestic revenues must be
stepped up – also by making tax payments easier, providing
incentives for tax compliance and reaching the informal sector
– and priority must be given to spending for social needs and
for economic diversification purposes.
8. Africa needs to return to the path towards increased political
stability that characterized the beginning of the 21st century.
Political stabilization requires the consolidation of fragile
states, which in turn must be nurtured by both good governance
and inclusive economic growth.
9. Old and new conflicts must be addressed by tackling their rootcauses, not just through security initiatives. Meeting the
expectations of marginalized regional communities or of
increasing numbers of young people, in particular, is key to the
stabilisation of areas such as Nigeria, Mali, Somalia or Kenya’s
coastal regions. Inclusive growth has rightly taken centre stage
in the development strategies of several African governments.
10. The governments of advanced economies and multilateral
organisations should support the processes of economic
development and political stabilisation in sub-Saharan
countries by promoting trade and investments in the region as
well as by sustaining African initiatives for improving and
stabilizing accountable and effective governance.

Appendix
Sub-Saharan Countries, Basic Data

Country

Population
mn

GDP
2015

GDP pc
2015 US$

US$bn

GDP
growth,

GDP
growth,

GDP
growth,

2014

avg. 2000/14

avg. 2015/20

Main exports
merchandise

Main trade
partners

Main religion
% pop.

% exports

Battlerelated
deaths,

State
fragility

2000/14

2015
(0-120)

Angola

24.2

106.1

4,226

4.2

9.2

5.1

Fuels 98%
Other 2%

China 51%
USA 9%
India 9%

Christian 89%
Animist 8%
Muslim 1%

13,509

88.1

Benin

10.6

8.3

767

5.5

4.3

5.6

Agric. 36%
Food 20%
Manuf. 19%

China 21%
India 17%
Burkina F. 9%

Christian 40%
Animist 28%
Muslim 26%

11

78.8

Botswana

2.2

15.8

7,407

4.9

4.4

3.9

Ores &
Metals 12%
Manuf. 7%
Other 81%

Belgium 43%
India 20%
South Africa 8%

Christian 69%
Animist 23%
Muslim 3%

2

62.8

Burkina
Faso

17.6

11.3

631

4.0

5.7

6.1

Agric. 27%
Food 15%
Manuf. 10%

Switzerland 25%
China 7%
Mali 7%

Muslim 58%
Christian 29%
Animist 12%

228

89.2

Burundi

10.8

3.4

359

4.7

3.6

5.2

Food 57%
Manuf. 27%
Ores &
Metals 11%

Pakistan 15%
Congo DR 15%
Uganda 11%

Christian 89%
Animist 8%
Muslim 2%

13,414

98.1

Cameroon

22.8

28.8

1,247

5.1

3.8

5.0

Fuels 49%
Food 19%
Agric. 15%

Spain 11%
China 10%
India 8 %

Christian 50%
Animist 28%
Muslim 21%

1,891

94.3

Cape Verde

0.5

1.8

3,433

1.0

4.6

3.8

Food 66%
Manuf. 22%
Fuels 8%

Spain 94%
Portugal 26%
India 5%

Christian 9 %
Muslim 3%
Other <1%

n/a

73.5

CAR

4.8

1.8

375

1.0

-0.7

5.7

Agric. 46%
Ores &
Metals 25%
Manuf. 7%

Belgium25%
China 24%
Indonesia 8%

Christian 49%
Animist 34%
Muslim 15%

7,972

111.9

Chad

13.6

12.0

1,038

6.9

8.1

5.6

Fuels 94%
Agric. 4%
Other 2%

USA 93%
Japan 12%
China 5%

Muslim 55%
Christian 34%
Animist 10%

5,398

108.4

Comoros

0.8

0.7

846

3.3

2.3

3.9

Manuf. 52%
Food 45%
Other 3%

Turkey 24%
France 20%
Singapore 12%

Muslim 98%
Animist 1%
Christian <1%

n/a

83.3

Congo
(DRC)

74.9

39.1

478

9.1

4.8

7.4

Ores &
Metals 77%
Fuels 15%
Other 8%

China 40%
Zambia 26%
Italy 9%

Christian 93%
Animist 5%
Muslim 1%

31,160

109.7

Congo
(ROC)

4.5

10.2

2,329

6.0

4.7

5.0

Fuels 82%
Manuf. 8%
Ores &
Metals 6%

China 61%
Australia 8%
USA 8%

Christian 81%
Animist 5%
Muslim 2%

314

90.8

Côte d'Ivoire

22.2

31.8

1,362

7.5

1.9

7.1

Food 46%
Fuels 24%
Manuf. 21%

Ghana 8%
USA 8%
Nigeria 7%

Christian 3 %
Muslim 37%
Animist 24%

3,926

100

Djibouti

0.9

n/a

n/a

n/a

n/a

n/a

Food 39%
Manuf. 27%
Agric. 7%

Yemen 21%
UAE 20%
Ethiopia 9%

Muslim 97%
Christian 1%
Other < 1%

35

88.1

Eq. Guinea

0.8

8.5

1,0640

-3.1

12.0

-6.7

Fuels 94%
Manuf. 5%
Other 1%

China 26%
UK 15%
Brazil 9%

Christian 89%
Muslim 4%
Animist 2%

27

84.8

Eritrea

5.1

4.3

629

1.7

1.1

2.8

Food 36%
Manuf. 15%
Ores &
Metals 1 %

Canada 42%
China 32%
South Korea 11%

Christian 57%
Muslim 40%
Animist 1%

891

96.9

Ethiopia

97.0

57.6

619

10.3

8.8

8.0

Food 69%
Agric. 12%
Manuf. 9%

Somalia 15%
Netherlands 11%
China 10%

Christian 62%
Muslim 34%
Animist 4%

17,959

97.5

Gabon

1.7

15.0

9,343

5.1

2.3

5.5

Fuels 65%
Agric. 14%
Manuf. 11%

China 18%
Japan 17%
Australia 13%

Christian 74%
Muslim 15%
Animist 8%

11

71.3

Gambia

1.9

0.8

394

-0.2

3.4

6.3

Agric. 33%
Food 32%
Manuf. 21%

China 33%
India 14%
Mali 6%

Muslim 90%
Christian 4%
Animist 4%

107

85.4

Ghana

26.8

39.2

1,458

4.2

6.5

5.8

Fuels 36%
Food 35%
Manuf. 7%

China 9%
France 9%
South Africa 7%

Christian 70%
Muslim 18%
Animist 5%

360

71.9

Guinea

12.3

7.2

612

0.4

2.6

6.2

Ores &
Metals 38%
Fuels 37%
Food 6%

South Korea 29%
India 26%
Spain 9%

Muslim 85%
Christian 8%
Animist 7%

2,528

104.9

GuineaBissau

1.8

1.0

552

2.5

2.8

4.1

Food 95%
Other 5%

India 92%
Singapore 3%
USA 2%

Animist 47%
Muslim 40%
Christian 11%

160

99.9

Kenya

44.9

65.9

1,495

5.3

4.3

6.9

Food 41%
Manuf. 34%
Agric. 13%

Uganda 11%
USA 7%
Netherlands 7%

Christian 80 %
Muslim 10%
Animist 7%

6,800

97.4

Lesotho

2.1

2.1

1,103

2.2

4.1

5.3

Manuf. 52%
Food 8%
Agric. 4%

USA 38%
Belgium 14%
South Africa 26%

Christian 94%
Animist 5%
Other <1%

26

79.9

Liberia

4.4

2.1

478

0.5

3.7

6.7

Ores &
Metals 43%
Manuf. 33%
Agric. 19%

China 29%
Poland 13%
Germany 9%

Christian 85%
Muslim 11%
Animist 3%

521

97.3
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Manuf. 33%
Ores &
Metals 31%
Food 30%

France 18%
USA 9%
Belgium 7%

Christian 59%
Animist 35%
Muslim 5%

1,143

83.6

5.8

Food 75%
Manuf. 16%
Food 4%

Canada 11%
Zimbabwe 7%
South Africa 7%

Christian 72%
Muslim 14%
Animist 12%

52

86.9

4.3

5.3

Agric. 31%
Manuf. 12%
Food 7%

South Africa 30%
China 21%
UAE 7%

Muslim 94%
Christian 3%
Animist 3%

2,234

93.1

6.4

4.8

5.9

Ores &
Metals 54%
Food 30%
Fuels 13%

China 46%
Italy 7%
Spain 6%

Muslim 97%
Animist <1%
Other 2%

148

94.9

10,608

3.2

4.0

3.5

Manuf. 62%
Food 32%
Other 6%

France 12%
UK 12%
UAE 9%

Hindu 49%
Christian 33%
Muslim 17%

148

45.2

16.9

623

7.4

7.5

8.7

Ores &
Metals 28%
Fuels 27%
Food 15%

China 23%
South Africa 19%
Netherlands 7%

Christian 47%
Animist 27%
Muslim 17%

273

86.9

2.4

12.6

5,691

5.3

4.7

5.6

Food 26%
Ores &
Metals 26%
Manuf. 25%

South Africa 18%
Botswana 12%
Angola 11%

Christian 87%
Animist 10 %
Muslim <1%

200

70.8

Niger

19.1

7.3

412

6.9

5.2

6.8

Fuels 37%
Manuf. 28%
Ores &
Metals 21%

France 37%
Nigeria 22%
Burkina F. 18%

Muslim 91%
Animist 4%
Christian 4%

422

97.8

Nigeria

177.5

515.4

2,884

6.3

7.7

5.4

Fuels 94%
Other 6%

India 15%
Brazil 10%
Spain 8%

Muslim 51%
Christian 42%
Animist 7%

35,256

102.4

Rwanda

11.3

8.8

768

7.0

7.7

7.3

Ores &
Metals 49%
Food 34%
Manuf. 10%

Congo DR 18%
China 18%
Malaysia 11%

Christian 89%
Muslim 5%
Animist 4%

1,307

90.2

São Tomé
& Príncipe

0.2

0.4

1,911

4.5

4.5

5.5

Food 71 %
Manuf. 28 %
Other 1 %

Netherlands 2 %
Belgium 18 %
Turkey 18 %

Christian 94 %
Muslim 1 %
Other 3 %

n/a

73.7

Senegal

14.7

15.1

1,005

4.5

3.8

5.9

Food 38%
Manuf. 29%
Fuels 14%

Mali 19 %
Switzerland 6 %
UAE 6 %

Muslim 94 %
Christian 3 %
Animist 2 %

615

83

Seychelles

0.1

1.4

14,499

2.9

3.3

3.6

Food 86%
Manuf. 9%
Fuels 4%

France 25%
UK 22%
Japan 11%

Christian 94%
Hindu 3%
Muslim 2%

n/a

62.1

Sierra Leone

6.3

4.4

696

6.0

9.5

3.8

Food 41%
Ores &
Metals 38%
Manuf. 13%

China 80%
Belgium 9%
Romania 2%

Muslim 55%
Animist 24%
Christian 19%

32

91.9

Somalia

10.5

n/a

n/a

n/a

n/a

n/a

Food 75%
Manuf. 13%
Agric. 12%

India 49%
China 29%
Pakistan 9%

Muslim 99%
Other <1%

19,550

114

South Africa

54.0

323.8

5,902

1.5

3.2

2.5

Manuf. 42%
Ores &
Metals 25%
Food 10%

China 24%
USA 7%
Japan 5%

Christian 81%
Animist 8%
Muslim 2%

751

67

South Sudan

11.9

12.2

1,029

5.5

-5.7

5.7

n/a

n/a

Christian 60%
Animist 33%
Muslim 6%

12,582

114.5

Sudan

39.4

n/a

n/a

n/a

n/a

n/a

Fuels 63%
Food 7%
Other 30%

China 46%
UAE 24%
Japan 7%

Muslim 71%
Animist 20%
Christian 7%

55,318

110.8

Swaziland

1.3

3.6

3,248

1.7

2.0

1.7

Manuf. 58%
Food 21%
Agric. 14%

South Africa 70%
India 7%
USA 5%

Christian 78%
Animist 19%
Muslim 1%

11

86.3

Tanzania

51.8

50.0

1,017

7.2

6.4

7.0

Food 37%
Manuf. 17% Ores
& Metals 16%

India 16%
China 12%
South Africa 7%

Christian 48%
Muslim 36%
Animist 14%

642

80.8

Togo

7.1

4.5

628

5.2

2.8

6.1

Manuf. 44%
Food 17%
Fuels 15%

Burk. Faso 12%
Benin 11%
Ghana 10%

Christian 48%
Animist 37%
Muslim 14%

111

86.8

Uganda

37.8

26.8

684

4.9

6.8

5.9

Food 57%
Manuf. 33%
Agric. 7%

Rwanda 11%
Kenya 10%
Congo DR 10%

Christian 83%
Muslim 12%
Animist 3%

11,361

97

Zambia

15.7

28.4

1,832

5.4

6.9

6.6

Ores &
Metals 67%
Manuf. 17%
Food 10%

China 29%;
Switzerland 20%;
Congo DR 13%

Christian 87%;
Animist 10%;
Muslim 0.6%

227

85.2

Zimbabwe

15.2

14.0

1,041

3.2

-1.0

3.3

Food 44%
Manuf. 18%
Fuels 12%

China 27%
South Africa 11%
Congo DR 11%

Christian 82%
Animist 14%
Muslim 1%

335

100

Madagascar

23.6

10.8

443

3.0

2.8

5.0

Malawi

16.7

4.9

273

5.7

4.3

Mali

17.1

11.0

673

6.8

Mauritania

4.0

5.0

1,347

Mauritius

1.3

13.4

Mozambique

27.2

Namibia

Notes: Data on 2015 GDP and GDP per capita are current prices estimates. Data on 2014 GDP growth are constant prices percentage changes. Population data refer to 2014. Religion data
refer to 2010, 2012 for South Sudan.
Sources: World Bank, World Development Indicators (population data); IMF, World Economic Outlook (GDP data); UNCTAD (trade data); ACLED (conflict data); Fund for Peace (state
fragility data); ARDA, World Religion Data and Pew Research Center (religion data).
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