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SECTION II: TRACKING PROGRESS

Further, access to electricity is poor. In many coun-  has been attributed to climate change. All these
tries, the electricity supply has become very unreli-  factors constrain the growth of internet usage
able due to poor rains and consequent low water  across large swathes of the continent.

levels in hydroelectric dams, a development that

Figure 24: Internet users per 100 population by subregion

Source: ECA computations based on UNSD data, updated in July 2008. No data for one country in 2000.
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SECTION III: The Global
Financial and Economic Crisis

— a New Challeng

e to

Meeting the MDGs in Africa

Economic shocks are powerful drivers of pov-
erty and change in the human condition. Positive
shocks are likely to reduce poverty and improve
human development indicators, while adverse
shocks have the opposite effect. The year 2008
was characterized by a number of adverse shocks
— the food crisis, the fuel crisis, and the global
financial and economic crisis. The environment in
2009 for achieving the MDGs in Africa has been
made much more complex by the cumulative
impact of these crises and, most notably, by the
global financial crisis. Africa’s real GDP growth
rate registered an average of 5.7 percent in the
six-year period 2003-2008, but this is expected to
slow significantly in 2009.

The current global financial and economic crisis
presents significant short-term risks to Africa’s
progress toward achieving the MDGs. The major
contraction in the global demand for Africa’s ex-
ports has led to a fall in commodity prices, with a
significant adverse impact on African economies.
Foreign exchange revenues have fallen, along with
corporate tax revenues. As a result, it has be-
come much more difficult for countries to finance
imports and critical infrastructure development.
In Ethiopia, Burundi, and Uganda the price of

coffee has plummeted and small-scale farmers and
casual laborers have seen their incomes collapse.
The same effect is observable in Zambia and the
Democratic Republic of Congo, where mines have
closed and small-scale artisanal miners are swell-
ing the ranks of the unemployed. The number of
the transitory poor has increased in a number of
countries.

Although the financial sector of many African
countries is not experiencing significant solvency
problems, nonetheless, the impact of the financial
crisis is being widely felt. There has been a signifi-
cant deleveraging by foreign investors, which has
resulted in loss of value in African stock markets.
Consumer prices have risen significantly, notably
because of the high weight of food in the con-
sumption basket and inflationary expectations.
Table 13 below presents some evidence on con-
sumer prices in three countries — Nigeria, Kenya,
and Rwanda. As the table shows, inflationary
pressures are beginning to build in these countries
on common staples consumed by the poor, and
this has implications for attainment of the MDGs.
Many countries (for example, Ethiopia and Nigeria)
are now experiencing double-digit inflation.
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SECTION III: THE GLOBAL FINANCIAL AND ECONOMIC CRISIS - A NEW CHALLENGE TO MEETING THE MDGS IN AFRICA

Table 13: Consumer price index and inflation rates for selected African countries

Nigeria CPI All items
Food
Rwanda CPI All items

Bread and cereals
Meat
Education

Kenya CPI Overall Kenya index

Nairobi index

Change in CPI % change in CPI
(Feb. 2009 - Nov. 2008) (Nov. 2008 =100)
4.0 2.1
4.6 2.4
1.9 1.1
7.7 3.5
10.0 4.8
30.2 17.4
37.6 12.8
47.9 16.2

Source: The National Statistical Bureaux of Nigeria, Rwanda, and Kenya.

The expansive fiscal space that many African coun-
tries enjoyed for a number of years, which enabled
them to scale up investments in public services
and in development /infrastructure programs to
accelerate progress toward the targets of the
MDGs, is now beginning to contract. This could
also threaten the sustainability of gains achieved
to date. Table 14 shows a worsening current ac
count position for a number of African countries.
This could present a significant future debt burden,
increasing the need for these governments to
spend more servicing debt and therefore limit-
ing their capacity to increase public spending in
MDG-critical areas.

The deterioration in the current account balance
of many African countries has put pressure on
their domestic currencies. Since October 2008,
most African currencies have lost value relative to
the US dollar and other major currencies. This is
raising the cost of production in domestic prices

and contributing to inflationary pressures. Given
normal market conditions, depreciation should
result in increased exports, as the price of goods
becomes more attractive in the global marketplace.
However, depressed global demand for Africa’s
exports limits the ability of African exporters to
take advantage of the change in relative prices.
The export of commodities such as coffee, tea,
horticulture, and ores for example, has fallen sig-
nificantly. According to estimates by the ECA and
AUC,* real GDP growth in the region is likely to
decelerate to 2.0 percent in 2009, due to the
global economic and financial crisis.

31 Economic Commission for Africa (ECA) and African Union
Commission (AUC) (2009) Economic Report on Africa 2008,
launched May 28, 2009 in Addis Ababa.
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SECTION III: THE GLOBAL FINANCIAL AND ECONOMIC CRISIS - A NEW CHALLENGE TO MEETING THE MDGS IN AFRICA

Table 14: Current account balance as percentage of GDP for selected African countries

Countries 2006
Africa 4.8
North Africa 14.9
Algeria 24.8
Morocco 2.1
Sub-Saharan Africa -0.4
Ethiopia -9.2
Kenya -2.1
Uganda -3.5
Angola 25.8
Ghana -6.4
Nigeria 8.8
Cote d'lvoire -6.3
South Africa 2.8
Oil-importing countries -4.1
Oil-exporting countries 13.1

Current Account Balance (as % of GDP)

2007 2008 2009°
2.2 3.2 -5.3
12.1 11.6 1.2
22.4 24.7 9.5
-0.8 -3.7 -2.0
-3.1 1.4 -8.9
-3.0 -4.7 -5.0
-4.1 -4.2 -0.6
-2.8 -9.8 -1.5
11.5 13.6 -14.5
-12.4 -11.5 -14.1
3.5 2.0 -10.8
-7.3 -7.6 -7.9
-0.7 2.2 -0.3
-5.4 -7.0 -6.7
8.8 10.5 -4.2

Source: African Economic Outlook 2008/09, African Development Bank.

* 2009 figures are estimates.

The African response to the global economic
and financial crisis has been swift and proactive,
and taken at the highest levels.3? The crisis was
discussed at a meeting of African Ministers of
Finance and Governors of Central Banks in Tunis

32 A number of conferences were organized in the region
to share experiences and to formulate a common position

on the global response to the crisis. Among these were: The
Conference of African Ministers of Finance and Governors of
Central Banks in Tunis in November 2008; the February 2009
African Union Summit; the Conference of African Ministers
of Trade in March 2009; and the Conference of Ministers of
Finance, jointly organized by the Government of Tanzania and
the International Monetary Fund in April 2009.

in November 2008. Similarly, the African Union
(AU) Summit in January 2009 discussed the crisis
in-depth and adopted a number of resolutions,
calling on Member States to deal proactively with
the crisis and urging development partners not to
renege on their aid commitments to the continent.
The AU Summit also called for significant African
representation in international organizations and
for the G20 to extend stimulus packages to the
continent.

There was also a response from continental in-
stitutions. The African Development Bank set up
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SECTION III: THE GLOBAL FINANCIAL AND ECONOMIC CRISIS - A NEW CHALLENGE TO MEETING THE MDGS IN AFRICA

an emergency USD 1.5 billion Liquidity Facility to
provide bridge financing. It also set up a Trade
Finance Facility of up to USD 1.0 billion to assist
African countries in dealing with the crisis, USD
500 million of which is to be channeled into the
IFC's Global Trade Liquidity Program (GTLP). The
GTLP aims to mobilize a pool of USD 5 billion of
resources from participants, that will catalyze a
total of USD 50 billion from both African and in-
ternational banks, of which up to USD 15 billion is
expected to go to Africa to support trade finance.

Overall, due to the stimulus measures taken at the
national, continental, and global levels, many ana-
lysts believe that Africa will weather the financial
crisis better than many developed countries. As
a result of macroeconomic policy and structural
reforms undertaken previously, African economies
are far more resilient now than they were in the
past and economic management has significantly
improved. Further, the crisis also offers opportu-
nities for future growth and for stemming the
brain-drain from the region. While the possible fall
in migrant remittances has been highlighted as a
major conseguence of the crisis, it is also possible
that the recession could spur a return migration of
skilled Africans to the continent, as well as stem
the outflow of scarce skills. The combined effect
of this will be to increase the stock of human
capital available to advance the MDGs agenda.
Further, it is in hard times that innovative economic
management skills are developed and honed. So,
while the current crisis presents serious challenges
to policymakers, it does give African governments
the opportunity to strengthen fiscal management,
including public finances, and to deepen their
financial systems.

Lessons from the East Asian crisis may prove use-
ful.3® African policymakers should be conscious
of the impossible trinity — independent monetary
policy, stability of exchange rate, and free move-
ment of capital. Only two of these can be attained
simultaneously. The choice of exchange rate —and
its trade-off with monetary policy — is tight. The
introduction of prudent regulation in the financial
sector benefits the whole system. The timing of
capital account liberalization is important. Policy-
makers need to be aware of the potential risk of
reversals and other problems that can occur in
financial markets by opening up domestic finance
markets to foreign investors.

African countries also need to develop effective
early-warning systems, and to grow their internal
markets through linking up enclave economies
and through road and other infrastructure that
help create an integrated domestic economy. They
should also make their exports less dependent on
demand in the developed countries and China and
India by vigorously pursuing regional integration
and developing regional markets. Finally, the crisis,
which clearly will end at some point, should not
be an excuse to divert attention from the core
development challenges of the continent and the
imperative of external assistance. Of the USD 28.3
billion pledged by rich nations to Africa at the G8
Summit in Gleneagles, only USD 9.4 billion has
actually been delivered to date.

33 See in this regard, Pircher (2008).
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SECTION IV: Conclusion
and Recommendations

This Report reiterates much the same message
as the 2008 Report: The continent is making
steady progress on a few MDGs but relatively lit-
tle progress on others. There is no convergence
either in levels or rates of progress across the
subregions. Achieving the MDGs in North Africa
presents less of a challenge than it does for the
rest of the continent.

With approximately five years remaining to the
target date of 2015, urgent action is required
on the part of African governments, their citi-
zens, and the private sector to scale up efforts
toward achievement of the MDGs. Undoubtedly,
the current global economic and financial crisis
presents special challenges to sustain progress
already made. But the current crisis will eventually
end, while the challenge of meeting the MDGs
will remain. While much effort has been expended
in dealing with the crisis, a similar level of effort
needs to be devoted to meeting the MDGs.

The outcome document of the 2005 midterm
review of progress toward achievement of the
MDGs called on countries to expand public sec-
tor investments. But nearly five years on, many
countries still lack the resources to do so. And
this situation is likely to be accentuated by the
global economic and financial crisis. Fiscal space
is still constrained by a host of factors, including
loan conditionalities imposed by international
donors.

Nonetheless, this short-term difficulty should not
distract countries from continuing to pursue struc-
tural and fiscal reform policies that have under-
pinned the progress already made in the region.
They need to continue to reform their economies
and to improve governance and accountability.
Further, intensified efforts should be made to
mobilize domestic resources to scale up public
sector investments in order to achieve the MDGs.
Countries should not panic in their response to
the current global financial and economic crisis,
as ill-considered measures could jeopardize the
hard-won gains already achieved. To deal with
the immediate adverse effects of the crisis, Af-
rican countries need well-targeted and flexible
social protection measures. Such measures could
include public works programs, food-for-work
programs, contributory pensions, and health in-
surance policies.

It is also important for countries to begin to con-
sider the unintended consequences of policies
and programs which were adopted to promote
and accelerate progress toward the MDGs. For
example, the emerging problem of increasing
under-representation of young men in secondary
and tertiary education presents enormous chal-
lenges. Progress in female enrollment must not
be at the expense of male enrollment. In some
countries, increasing male underrepresentation
in education and subsequently in the skilled la-
bor market, risks driving young men into crime,
religious fundamentalism, and ethnic jingoism.
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These have the potential to result in conflict —
both religious and ethnic — as well as increased
domestic violence, all of which could undermine
the successes achieved in the empowerment of
women.

African governments should also ensure that short-
term measures adopted to deal with the crisis do
not create unsustainable fiscal burdens for the
future. MDG-based planning and policy imple-
mentation should continue to be emphasized.

Governments should cascade MDGs-based de-
velopment plans and poverty reduction strate-
gies to lower tiers of government or subnational
jurisdictions, as these are generally better placed
to produce local public goods and to assure the
efficiency of social services delivery. In doing so,
care must be taken to ensure that increased as-
signment of fiscal responsibility to lower tiers of
government does not result in coordination failures
or undermine macroeconomic stability.
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Annex 1:

Official list of MDG indicators

Effective 15 January 2008

Millennium Development Goals (MDGs)

Goals and Targets (from
The Millennium Declaration)

Indicators for Monitoring Progress

Goal 1: Eradicate extreme poverty and hunger

Target 1A: Halve, between 1990
and 2015, the proportion of people
whose income is less than USD 1
per day

Target 1B: Achieve full and produc-
tive employment and decent work
for all, including women and young
people

Target 1C: Halve, between 1990 and
2015, the proportion of people who
suffer from hunger

1.1
1.2
1.3

1.4
1.5
1.6

1.7

1.8

1.9

Proportion of population below USD 1 (PPP) per day!
Poverty gap ratio

Share of poorest quintile in national consumption

Growth rate of GDP per person employed
Employment-to-population ratio

Proportion of employed people living below USD 1 (PPP)
per day

Proportion of own-account and contributing family work-
ers in total employment

Prevalence of underweight children under-five years of
age

Proportion of population below minimum level of dietary
energy consumption

Goal 2: Achieve universal primary education

Target 2A: Ensure that, by 2015,
children everywhere, boys and girls
alike, will be able to complete a full
course of primary schooling

2.1
2.2

2.3

Net enrollment ratio in primary education

Proportion of pupils starting grade 1 who reach last grade
of primary school

Literacy rate of 15-24 year-olds, women and men

i For monitoring country poverty trends, indicators based on national poverty lines should be used, where available.
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ANNEX 1: OFFICIAL LIST OF MDG INDICATORS

Millennium Development Goals (MDGs)

Goals and Targets (from
The Millennium Declaration)

Indicators for Monitoring Progress

Goal 3: Promote gender equality and empower women

Target 3A: Eliminate gender dis-
parity in primary and secondary
education, preferably by 2005, and
in all levels of education no later
than 2015

Goal 4: Reduce child mortality

Target 4A: Reduce by two-thirds,
between 1990 and 2015, the under-
five mortality rate

Goal 5: Improve maternal health

Target 5A: Reduce by three quar-
ters, between 1990 and 2015, the
maternal mortality ratio

Target 5B: Achieve, by 2015, univer-
sal access to reproductive health

Goal 6: Combat HIV/AIDS, malaria

Target 6A: Have halted by 2015 and
begun to reverse the spread of HIV/
AIDS

Target 6B: Achieve, by 2010, univer-
sal access to treatment for HIV/AIDS
for all those who need it

3.1

3.2

3.3

4.1
4.2
4.3

5.1
5.2

5.3
5.4
5.5
5.6

Ratios of girls to boys in primary, secondary and tertiary
education

Share of women in wage employment in the non-agricul-
tural sector

Proportion of seats held by women in national parliament

Under-five mortality rate
Infant mortality rate

Proportion of one-year-old children immunized against
measles

Maternal mortality ratio

Proportion of births attended by skilled health personnel

Contraceptive prevalence rates for married people
Adolescent birth rate
Antenatal care coverage

Unmet need for family planning

and other diseases

6.1
6.2
6.3

6.4

6.5

HIV prevalence among population aged 15-24 years
Condom use for high-risk sex

Proportion of population aged 15-24 years with compre-
hensive correct knowledge of HIV/AIDS

Ratio of school attendance of orphans to school attend-
ance of non-orphans aged 10-14 years

Proportion of population with advanced HIV infection
with access to antiretroviral drugs

Assessing Progress in Africa toward the Millennium Development Goals, 2009
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Millennium Development Goals (MDGs)

Goals and Targets (from
The Millennium Declaration)

Target 6C: Have halted by 2015 and
begun to reverse the incidence of
malaria and other major diseases

6.6
6.7

6.8

6.9

Indicators for Monitoring Progress

Incidence and death rates associated with malaria

Proportion of children under 5 sleeping under insecticide-
treated bednets

Proportion of children under 5 with fever who are treated
with appropriate anti-malarial drugs

Incidence, prevalence and death rates associated with
tuberculosis

6.10 Proportion of tuberculosis cases detected and cured un-

der directly observed treatment short course

Goal 7: Ensure environmental sustainability

Target 7A: Integrate the principles
of sustainable development into
country policies and programs and
reverse the loss of environmental
resources

Target 7B: Reduce biodiversity loss,
achieving, by 2010, a significant
reduction in the rate of loss

Target 7C: Halve, by 2015, the pro-
portion of people without sustain-
able access to safe drinking water

and basic sanitation

Target 7D: By 2020, to have
achieved a significant improvement
in the lives of at least 100 million
slum dwellers

7.1

7.2
7.3
7.4
7.5

7.6
7.7

7.8

7.9

Proportion of land area covered by forest

CO, emissions, total, per capita and per USD1 GDP (PPP)
Consumption of ozone-depleting substances
Proportion of fish stocks within safe biological limits

Proportion of total water resources used

Proportion of terrestrial and marine areas protected

Proportion of species threatened with extinction

Proportion of population using an improved drinking
water source

Proportion of population using an improved sanitation
facility

7.10 Proportion of urban population living in slums

i The actual proportion of people living in slums is measured by a proxy, represented by the urban population living in house-
holds with at least one of the four characteristics: (a) lack of access to improved water supply; (b) lack of access to improved
sanitation; (c) overcrowding (3 or more persons per room); and (d) dwellings made of non-durable material.
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Millennium Development Goals (MDGs)

Goals and Targets (from
The Millennium Declaration)

Goal 8: Develop a global partners

Target 8A: Develop further an
open, rule-based, predictable, non-
discriminatory trading and financial
system

Includes a commitment to good
governance, development and
poverty reduction — both nationally
and internationally

Target 8B: Address the special
needs of the least developed coun-
tries

Includes: tariff and quota free
access for the least developed
countries’ exports; enhanced pro-
gramme of debt relief for heavily
indebted poor countries (HIPC) and
cancellation of official bilateral
debt; and more generous ODA for
countries committed to poverty
reduction

Target 8C: Address the special
needs of landlocked developing
countries and small island develop-
ing States (through the Programme
of Action for the Sustainable De-
velopment of Small Island Develop-
ing States and the outcome of the
twenty-second special session of
the General Assembly)

Target 8D: Deal comprehensively
with the debt problems of develop-
ing countries through national and
international measures in order to
make debt sustainable in the long
term

8.1

8.2

8.3

8.4

8.5

Indicators for Monitoring Progress

hip for development

Some of the indicators listed below are monitored separately
for the least developed countries (LDCs), Africa, landlocked
developing countries and small island developing States.

Official Development Assistance (ODA)

Net ODA, total and to the least developed countries, as
percentage of OECD/DAC donors’ gross national income
Proportion of total bilateral, sector-allocable ODA of
OECD/DAC donors to basic social services (basic education,
primary health care, nutrition, safe water and sanitation)
Proportion of bilateral ODA of OECD/DAC donors that is
untied

ODA received in landlocked developing countries as a
proportion of their GNI

ODA received in small island developing States as a pro-
portion of their GNI

Market access

8.6 Proportion of total developed country imports (by value
and excluding arms) from developing countries and least
developed countries, admitted free of duty

8.7 Average tariffs imposed by developed countries on agri-
cultural products and textiles and clothing from develop-
ing countries

8.8 Agricultural support estimate for OECD countries as a per-
centage of their GDP

8.9 Proportion of ODA provided to help build trade capacity

Debt sustainability

8.10 Total number of countries that have reached their HIPC

decision points and number that have reached their HIPC
completion points (cumulative)

8.11 Debt relief committed under HIPC and MDRI Initiatives

8.12 Debt service as a percentage of exports of goods and

services
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Millennium Development Goals (MDGs)

Goals and Targets (from
The Millennium Declaration)

Target 8E: In cooperation with 8.13

pharmaceutical companies, provide
access to affordable essential drugs
in developing countries

8.14
8.15
8.16

Target 8F: In cooperation with

the private sector, make available
the benefits of new technologies,
especially information and commu-
nications

Indicators for Monitoring Progress

Proportion of population with access to affordable
essential drugs on a sustainable basis

Telephone lines per 100 population
Cellular subscribers per 100 population

Internet users per 100 population

The Millennium Development Goals and targets
emanate from the Millennium Declaration, signed
by 189 countries, including 147 heads of State and
Government, in September 2000 (http:/www.
un.org/millennium/declaration/ares552e.htm) and
from further agreement by Member States at the
2005 World Summit (Resolution adopted by the
General Assembly - A/RES/60/1, (http://www.
un.org/Docs/journal/asp/ws.asp?m=A/RES/60/1).

The goals and targets are interrelated and should
be seen as a whole. They represent a partnership
between the developed countries and the develop-
ing countries “to create an environment — at the
national and global levels alike — which is conducive
to development and the elimination of poverty.”
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Annex 2: Member Countries
of the ACP, DAC, G8 and G20

ACP country members: Angola, Antigua and
Barbuda, Belize, Cape Verde, Comoros, Bahamas,
Barbados, Benin, Botswana, Burkina Faso, Bu-
rundi, Cameroon, Central African Republic, Chad,
Congo, Cook Islands, Cote d’lvoire, Cuba, DRC,
Djibouti, Dominica, Dominican Republic, Eritrea,
Ethiopia, Fiji, Gabon, Gambia, Ghana, Grenada,
Republic of Guinea, Guinea-Bissau, Equatorial
Guinea, Guyana, Haiti, Jamaica, Kenya, Kiribati,
Lesotho, Liberia, Madagascar, Malawi, Mali, Mar-
shall Islands, Mauritania, Mauritius, Micronesia,
Mozambique, Namibia, Nauru, Niger, Nigeria, Niue,
Palau, Papua New Guinea, Rwanda, St. Kitts and
Nevis, St. Lucia, St. Vincent and the Grenadines,
Solomon Islands, Samoa, Sao Tome and Principe,
Senegal, Seychelles, Sierra Leone, Somalia, South
Africa, Sudan, Suriname, Swaziland, Tanzania,
Timor Leste, Togo, Tonga, Trinidad and Tobago,
Tuvalu, Uganda, Vanuatu, Zambia and Zimbabwe.

DAC (Development Assistance Committee)
member countries: Australia, Austria, Belgium,
Canada, Denmark, Finland, France, Germany,
Greece, Ireland, Italy, Japan, Luxembourg, Neth-
erlands, New Zealand, Norway, Portugal, Spain,
Sweden, Switzerland, United Kingdom, and United
States.

All donors include: All DAC member countries,
Multilateral Agencies (IMF, World Bank, Arab Agen-
cies, etc.), Regional Development Banks (AfDB, etc),
EU non-DAC countries and other donors (Chinese
Taipei, Israel and Thailand).

ODA data do not include China, India, Brazil and
bilateral aid from African countries like Nigeria and
Libya, Venezuela, and countries of the Arabian
Peninsula.

G8 members: Canada, France, Germany, ltaly,
Japan, Russia, United Kingdom and United States.

G20 members: Argentina, Australia, Brazil, Can-
ada, China, France, Germany, India, Indonesia,
Italy, Japan, Mexico, Russia, Saudi Arabia, South
Africa, South Korea, Turkey, United Kingdom, and
the United States.
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