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Presentation Notes
The 2011 edition of this Outlook’s thematic chapter investigates the rise of Africa’s emerging partners.
It analyses policy options for African policy-makers to make the best out of Africa’s rapid integration into the global economy.

 Our main conclusions are that:
First, emerging partners have become a major driver of Africa’s growth in recent years and have, overall, been having a constructive effect on the development of African countries, even if there are outstanding fears and traumas;
Second, Africa’s traditional partners are, however, still very significant and will remain so in the years to come;
Third, that to make the best of both new and older partnerships, African countries should actively engage their partners with a purposeful development agenda;
Fourth, more than ever, there is a need to coordinate at the regional and sub-regional level to harness the partners’, old and new, comparative advantage in meeting the developmental needs of African countries.
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I 4 recelved notions this report calls into question

Emerging partners are perceived

1. to be bringing down governance standards;
2. to be helping the re-indebtment;

3. to be contributing to the de-industrialization;

4. and to specialization into resource extraction
of African countries
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Of course, pressing questions are asked about the impact of these emerging partners

 are having in terms of industrialization, indebtment, governance etc.
The report discusses these questions and bursts a numberof preconceptions along the way.
The report concludes with some policy options for African countries to make the best out of their emerging partnerships.
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I Africa’s shifting role in globalization: the 90s
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The world can no longer simply be divided between North and South,�developed and developing countries.

This report uses the concept of a “four-speed” world of�Affluent, Converging, Struggling and Poor countries�according to their income and growth rate relative to the industrialised powers.

Two distinct time periods emerge.�For most developing economies, the 1990s were another “lost decade”,�hampered by financial crises and instability.
Most African countries continued to stagnate.
Northern and Southern Africa struggled, as Latin America did,�with growth responding only weakly to reform.
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I Africa’s shifting role in globalization: the 2000s
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In the 2000s, before the economic crisis, much of the developing world enjoyed its first strong growth in many years.
The new millennium saw Africa’s per capita incomes rise faster than high-income countries for the first time since the 1970s. 

There as been a dramatic change in Africa’s average growth performance compared to the rest of the world:�19 countries made it to the converging category in the 2000s, compared with only 2 in the 1990s. 
The African continent is moving from an era of post-colionalism to a full participation in the era of globalization.

 Nevertheless: a group of poor countries – mostly in western and central Africa -- continued to underperform.
 Most countries which made the leap are still struggling to contain poverty and inequality�even if some progress towards meetings the Millennium Development Goal has been achieved
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I Who are Africa’s “Emerging Partners”?
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Defining emerging partners is challenging .�For example, a case can be made against calling economies like India or China “new partners”,
as they have long-standing relations with Africa.
 
The notion of “emerging partners” used here tries to capture two characteristic: 
 (i) they are considered “emerging” economies in the global context; 
 (ii) their economic relations with Africa have been marginal until the last decade but are rising fast and are expected to grow further. 
 
“Emerging partners”  are economic partners of African countries that did not belong to the club of traditional “donors”, the OECD Development Assistance Committee, at the turn of the century.
Any typology of Africa’s global economic relations is doomed to be short-lived, given the pace of changes.
For instance, Korea has joined the committee since then, in 2010.
And China which is still an emerging partner in 2010 engages with Africa very differently today than it did 10 years ago.
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I The rise of Emerging Partners

Share of Traditional (TPs) and Emerging Partners (EPs)
in Africa’s total trade
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Africa's trade volumes with emerging partners grew remarkably over the last decade.
The share of trade volume conducted with the emerging partners has more than doubled in ten years from approximately 23 to 39%.
Over the same time, the share for traditional  partners has shrunk from around 77 to 62%.

China represented less than 5% of Africa’s trade at the start of the decade.
This, however, tripled to nearly 16% by the end.
The US share of Africa’s trade was more than three times China’s in 2000 but was surpassed by China in 2009.
All the emerging partners together accounted for less than half of the European Union volume with Africa in 2000.
By 2009, their share was almost equal and on current trends, they will soon overtake the EU.
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I ... and 1t’s much more than all about China

Africa's total trade with emerging partners (2009)

Other Emerging
Partners 26.7%

Brazil
7.1%
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China , India, Korea, Brazil and Turkey are leading the pack.
While China represents Africa’s leading emerging partner, Africa’s trade with its other emerging partners, taken together, is much larger than Africa’s trade with China alone.

Overall, still, China is unquestionably leading the way for emerging powers in Africa.
It is at the heart of the south- and eastward- shift in global economy’s growth engine,�and its behaviour and discourse in Africa has helped to change perceptions of the continent.

The number of African countries that emerging partners conduct trade with varies greatly.
Similarly, the number of sectors in which emerging partners conduct trade varies widely.
China, India, Korea, Brazil, Thailand, Turkey and Indonesia stand out as having the broadest scope of African trading partners and of trade across sectors of trade activity.
The smaller emerging players tend to trade in a limited number of sectors and countries.

This diversity of partners is a tremendous opportunity for Africa. Each wave of countries engaging Africa brings with it a new array of products, capital goods, technology, know-how and development experience.

China has a perceived comparative advantage in infrastructure development,�India in skill-intensive services,�and Brazil in agriculture and agro-processing.
Africa’s needs are perhaps most crying in infrastructure, so policy-makers and analysts have focused on China.
However, Africa’s development needs go further.
As the 2009 African Economic Outlook highlighted, Africa can use information technology to circumvent some infrastructure bottlenecks.
India can help.
Africa’s needs and potential in agriculture are great, especially in terms of food security and employment.�Brazil is well placed to help Africa on this front.
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ITraditionaI Partners remain key...

Africa’s Total Trade Volume
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Over the last decade, Africa's trade volume with traditional partners has doubled in nominal value.
Yet, Africa’s overall trade volume has more than doubled.
This explains why the share of traditional partners decreased.

Africa’s trade with traditional partners remains crucial, however, at close to 62%.
The European Union as a whole represents more than 40% of Africa’s trade, almost three times that of China.
As African countries strive to make the most of their growing relations with the new economic forces, they need to be aware that their older partners remain a very solid and growing base.
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I Traditional Partners remain key... (continued)
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The EU and the US remain the most important sources of FDI for African countries.
OECD countries still account for about 72% of FDI flows to Africa.
Yet, the share of non-OECD countries has risen from an average of 21% in 95/99 to 28% for 2000-2008.

When it comes to Official Development Assistance, traditional partners also clearly dominate although the share of emerging partners is growing fast.
Traditional Partners are estimated to have delivered more than 90% of all ODA-equivalent flows to Africa between 2005-10  compared to less than 10% for Emerging Partners.

However, Emerging Partners outplay Traditionals in their use of alternative finance modalities such as
Natural resources-backed loans, export credits, mixed credits and financing by Sovereign Wealth Funds
They tend to adopt a more holistic approach to development cooperation and bundle bundle aid, investment and trade.
Western “charity” focuses on “assistance” seeking poverty reduction;�The “Asian” model for co-operation emphasizes to the partner’s potential, seeking mutual benefits.�
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Scope for synergies
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The Development Assistance Committee recently welcomed these alternative ways of development cooperation
And acknowledged them as being an essential achieving Millennium Development Goals (MDGs)

The left-hand graph shows the sectoral allocation of Official Develoment Assistance by Traditional Partners in Africa.
It reveals a strong and increasing focus on social sectors

It shows the sectoral allocation of Official Develoment Assistance by Traditional Partners.
It reveals a strong and increasing focus on social sectors

The right-hand graph illustrates the sectoral allocaition of China’s concessional loans woldwide (regional breakdown unabailable)
It reveals a very strong focus on productive sectors and economic infrastructure in particular

Therefore, there are striking complementarities in the sectoral focus between Emerging and Traditional Partners
This is obviously to the benefit of African countries and especially where partners focus on their comparative advantage

There are also geographical complementarities: while Traditional partners tend to focus on Northern and Southern Africa the presence of Emerging Partners is more felt in Western-, Central- and Eastern-Africa and in countries that Traditional Partners tend to neglect for political reasons
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I Industrialization: more opportunities than threats?
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Contrary to preconceptions,�African manufactured exports have roughly doubled over the last 10 years.
Importantly, there has been a the shift in destination for African manufactured goods from traditional to emerging partners. 

Emerging partners other than China take more diversified imports from African countries than traditional partners, and increasingly so.
In 2000, Africa exported 3.9% of such products to China.
By 2009, these shares had risen to 4.5%. 
In 2000, Africa exported 14.3% of such products to other emerging partners.
By 2009, these shares had risen to 34.4%.

By contrast, the share of manufactured goods in Africa’s exports to the EU and the US has actually decreased since 2000.

Clearly, all African countries have all not suddenly begun producing sophisticated manufactured products, although some countries do.
Yet, our experts pick up a slowly but surely increasing level of sophistication in Africa’s manufactured exports, and especially to emerging partners, in fact.

While some sub-sectors are clearly suffering from competition from emerging partners,�overall there is no evidence that Africa has been de-industrializing following the rise of emerging partners in Africa.
On the contrary, mass consumption goods from emerging partners lift the living standards of the nascent African middle-class.
They also supply Africa with production goods that are adapted to the productive conditions of developing countries.
Emerging partners are also helping to close the infrastructure gap.
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I Managing a widening policy space

Who among the following partners are typically most effective
at meeting the development objectives of the country?
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The graph here plots the answer to the question in our AEO stakeholder survey,
“Who among the following partners are typically most effective at meeting the development objectives of the country?”
Emerging partners are perceived as more effective partners in a number of sectors including infrastructure, transport, water, energy.
There is a more to it than perception and this effectivebess helps to increase the policy-space of African countries.

The new modes of finance and co-operation offered by the emerging partners
and the growth-engine effect of emerging partners
both have a potentially positive impact on control over the national agenda�and thus ownership,
taken to mean using resources to fund a country’s own priorities rather than
those of donors.

Of course, these positive effects are greatest for resource-rich countries.
And let’s not forget that even cheap loans eventually have to be repaid.
The impact on governance is not neutral, however.�Emerging partners tend to give priority�--and with it, ownership over development policies—�to the president’s office rather than to ministries.
The Poverty Reduction Strategy Paper (PRSP) era started a process�of decentralising ownership within African countries,
the emerging partners may have initiated a reverse process towards centralisation.

Indeed, Governance is an area where stakeholders find Traditional Partners more effective than Emerging Partners
This observation is supporting our call for greater transparency on behalf of Emerging Partners
so they better connect with the expectations of African populations
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I Re-indebtment: the case for transparency
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Following the HIPC and the Multilateral Debt Relief Initiative,�there have been fears that emerging economic partners would help to re-indebt African countries.

However, available data do not indicate any rapid increase in new debt since the reductions accorded by traditional partners in recent years.
If anything, China, is adopting an attitude ever closer to that of the traditional creditors.
China's financing conditions now correspond to the concessionality norms of the traditional powers.
China has also granted large debt reductions.

One should bear in mind that official debt figures do not capture well the liabilities that Emerging Partners impose on African countries.
Hence, there is still a risk, however, especially for the most fragile nations.
Increased transparency in financial transactions between African economies and their partners would strengthen the credibility of the emerging partners.
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I Main findings

» Emerging Partners have become a major driver
of Africa’s growth — although Traditional Partners
are still very significant
and will remain so in the years to come

» The patterns of engagement of Emerging and Traditional
Partners tend to be complementary,
to the benefit of African countries

» There are outstanding risks especially for the weakest
African states, but so far, more fear than harm
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The main conclusions are that:
First, emerging partners have become a major driver of Africa’s growth in recent years.�This is not to say that African countries should neglect their Traditional partners;
They remain important, keep growing in terms of trade volume and they are one of the reactors that Africa, a shock-prone region, needs to fly through the vagarities of the global business cycle;
Second, natural resource extraction aside, there are lot of complementarities between what emerging and traditional partners offer to African countries;
Third, there are obviously outstanding risks, in terms of debt and governance, especially in Africa’s weakest states. But, so far, there has been much more fear than harm.�



®
I Policy implications

» Enshrine engagement strategies
into national development plans

» Search for a virtuous circle of
regional integration and coordination

» Raise the scale of investment
to attract emerging investors,
including Sovereign Wealth Funds

» More transparency
to put an end to unconstructive myths
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More transparency about the dealings of Emerging Partners would strengthen their credibility.

Also, these generally benign trends do not guarantee economic diversification.
And, thus, policy has a role to play.
African countries should engage Emerging and Traditional Partners actively: this means enshrining engagement strategies into national development plans; 
African countries have to frame their engagement with their emerging partners within a home-grown strategy of national development,
particularly with respect to longer-term industrial and agricultural policy.
For instance, infrastructure investments need to be accompanied by proper budgeting of maintenance costs
and consistently with the country’s development strategy.

Most African countries still need to enhance their bargaining position vis-à-vis their traditional and emerging partners
to ensure that African countries get their fair share of the corresponding benefits.
Regional integration has evolved from a desirable policy option to a near-absolute necessity.
It is imperative for African countries not to engage in ‘wars of incentives’
where countries try to outbid each other for FDI and aid.
Better coordination will ensure African countries have more bargaining power.
Further, many projects in Africa are too small for emerging partners to consider.
Therefore, larger regional projects will be more attractive for these partners.

By leading Emerging Partners to help with cross-border infrastructure, a virtuous circle of higher economic integration and better regional coordination can be kick-started
Emerging partners could give a tangible impetus to regional integration�by financing and helping to build cross-border corridors.
Traditional partners have mechanisms to support the regional integration.�These should be strengthened�and further focused on the concrete needs of African countries.

Regional and sub-regional projects also help to raise the scale of investment to a level where they can attract the attention of emerging investors, including Sovereign Wealth Funds

More transparency on behalf of Emerging Partners would help to put an end to the unconstructive myths that haunt their cooperation activities
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The 2010 African Economic Outlook finds the continent reeling from the effects of the world's
deepest and most widespread recession in half a century. Many countries are at risk of falling far
off track to achieving the Millennium Development Goal of halving extreme poverty and hunger by
2015, Just how hard was the

region hit? What are the prospects for recovery? Insights and answers in this edition including an
in-depth

study of Taxation and Aid in Africa.

Global conditions are expected to improve in 2010

Since the trough of the recession in the first
half of 2009, the global recovery has made
g significant progress. Global output is on the
rise and business sentiment is improving world
wide. But towards the end of 2009 global
industrial production and world trade levels

_ were still much lower than before the crisis.

“R5 An exception is the development in emerging
countries where - boosted by China -

| industrial production already exceeds
pre-crisis levels.

Macroeconomic Situation and
Prospects

External Financial Flows to Africa

Trade Policies and Regional Integration
in Africa

Progress towards the Millennium
Development Goals

Political and Economic Governance

CHALLENGES AFRICA FACES AFTER THE
GLOBAL CRISIS

Challenges Africa faces after the .
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