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Abstract 
In the context of sustained world capitalist crisis, failing global governance and ever 
more desperate ‘accumulation by dispossession’ in Africa largely in the extractive 
industries and land ownership, it is curious – even inexplicable – that multilateral 
financial institutions are celebrating the continent’s national economies as amongst 
the world’s leading cases of post-meltdown economic recovery. The World Economic 
Forum’s Competitiveness Report (May 2011), the African Development Bank’s 
discovery of a new middle class (May 2011), the International Monetary Fund’s 
Regional Economic Outlook (April 2011), the World Bank’s new Africa strategy 
(February 2011) and IMF research on African growth (February 2011) are 
unanimous about this narrative. Yet the neoliberal position neglects several features 
that have made Africa’s supposedly resilient economies far more vulnerable to both 
global and local economic and environmental crises. These include excessive 
financial and trade integration into a volatile world economy, non-renewable 
resource extraction costs, the ‘ecological debt’ and climate change damage, as well 
as internal features of economies suffering Resource Curse and other processes of 
extreme uneven and combined development. As for progressive social resistance, it 
is telling that a Polanyian double-movement has emerged not only in North Africa 
where socio-economic grievances are central to the ongoing revolts in even the 
(neoliberally) best-performing of African countries, Tunisia, but also in SubSaharan 
Africa where growing unrest is having a surprisingly powerful effect in crucial 
sectors and geographical spaces. 
 
Terminology 
By way of explaining phraseology, Africa has been 
artificially divided since colonialism. The International 
Monetary Fund (IMF) division is between the Middle 
East and North Africa (MENA) and Sub-Saharan Africa 
(SSA), with minor variations. It is invidious to make 
distinctions when so many cross-cutting continental 
processes are in play, with regard to both the character 
of capital accumulation and social struggles, but this is 
the explanatory and counting terrain we are on, and 
we must bear with terminology that is inappropriate. 
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Africa in the Crisis 
 

JOURNALIST: Do you have any fears that there is perhaps a far left movement 
coming through these revolutions that want more, perhaps, closed economies? I 
mean, there have been a lot of pictures of Guevara there. 
MR. STRAUSS-KAHN: Good question. Good question. There’s always this risk, 
but I’m not sure it will materialize. Look, during the global financial crisis we 
went just through, at the beginning many were afraid of the possibility of an 
increase in protectionism. It didn’t happen. Why? Because, I think, that most 
governments, maybe not all of them, but most governments and most people, 
man on the street, have understood that there was no good solution in this 
direction. I’m not saying that everybody agrees with this, but most had 
understood that the closed economy were not the way to benefit from global 
growth and certainly from investment. And we’re in a globalized world, so 
there is no domestic solution. 

Dominique Strauss-Kahn, IMF Managing Director, 6 April 20111 
 
Introduction: Would Africa sink or swim through the world crisis? 
 
In the volatile period 2007-10, the reproduction of Africa’s exploitative trade, 
finance, investment and labour-migration relations within crisis-ridden world 
capitalism evolved somewhat. Ongoing resource extraction by Western firms was 
joined and in some cases overtaken by China, the phenomenon of ‘land grabbing’ 
joined larger-scale development of biofuels and Genetic Modification, and a 
modicum of domestic financial liberalization generating rising credit access but also 
overindebtedness. Still, Africa’s subordinate position did not change, and aside from 
greater amounts of overseas development aid flowing into fewer than 15 ‘fragile 
states’, the North-South flows were not to Africans’ advantage. In early 2009, for 
example, the continent’s largest economy, South Africa, was recorded by The 
Economist magazine as the riskiest amongst 17 emerging markets, largely due to its 
current account deficit, which had soared after 2001 thanks to capital headquarter-
flight by most of the largest companies formerly listed on the Johannesburg Stock 
Exchange. At that stage, in order to pay its overseas liabilities (especially profit and 
dividend outflows) as well as host the 2010 World Cup, South Africa’s foreign debt 
was increased by around a quarter, to $100 billion – having begun at just $25 billion 
in 1994 when Nelson Mandela became president (others with dangerously high 
debt now include Ghana, Mauritius and Senegal). The SA economy also witnessed 
more than 1.3 million job losses in 2009-10 plus worsening inequality, such that it 
was the highest Gini Coefficient amongst major countries, even worse than Brazil, in 
the wake of five currency crashes since 1994 and extreme stock market volatility.2 
This was the ‘best case’ in Africa in view of its size and politico-ideological 
importance (e.g. the 2008-09 threat that a new president would lean more to labour 
and even Communist influence). The problem of uneven development caused by 
adherence to the Washington Consensus in other smaller but higher-growth 
economies, such as Equatorial Guinea, was even more extreme.3 



 4 

South Africa’s soaring foreign debt and plummeting current account balance 

 
Sources: https://www.fnb.co.za/downloads/economics/MonthlyZARMarch09.pdf; GCIS  
 
South African currency crashes and speculative Johannesburg Stock Exchange 

 
Sources: I-Net Bridge; IMF Article IV statement, September 2010 
 
As the world economic crisis hit, the first reactions of world elites suggested great 
concern about whether Africa could continue to be milked without severe tearing of 
the social fabric. Indeed, reflecting the overall destruction of long-standing social 
contracts between imperialism and various local despots, and between capital and 
labour across the world (even in the European PIIGS and in the US in bankrupt 
California and the Ohio-Michigan-Wisconsin deindustrialization belt), by 2011 a 
stunning set of democratic revolutions and uprisings occurred in part because of 
socio-economic stresses in North Africa and the Middle East.4  
 
In 1983, there was a similar moment of extreme devaluation of overaccumulated 
capital, just after the US suffered its worst economic downturn since the Great 
Depression and with the ‘Volcker Shock’ of high interest rates, the burden of 
austerity would shift to indebted Third World countries, leaving the president of the 
World Bank, A.W. Clausen, to remark to his Board,  
 
 We must ask ourselves: How much pressure can these nations be expected to 

bear? How far can the poorest peoples be pushed into further reducing their 
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meagre standards of living? How resilient are the political systems and 
institutions in these countries in the face of steadily worsening conditions? I 
don’t have the answers to these important questions. But if these countries are 
pushed too far, and too much is demanded of them without the provision of 
substantial assistance in their adjustment efforts, we must face the 
consequences. And those will surely exact a cost in terms of human suffering 
and political instability. A cost eventually to be paid by themselves and by the 
rest of the world, which may well prove far greater than the cost of helping 
them NOW... The economic distress of the poorest nations is a time bomb 
ticking away. We delay defusing it at our peril! 5 

 
In a similarly panicky mood, World Bank journalists declared in April 2009, “Africa 
Likely to be Worst Hit by the Financial Crisis”, citing the institution’s two leading 
Africa officials. The Bank press release is worth citing at length, not simply for its 
false data projections but also its political import, especially in the final two 
paragraphs: 
 

Africa is likely to be the worst-hit region by the global financial crisis, although 
it is the least integrated region into the global economy and financial systems, 
the World Bank warned Wednesday. The crisis is impacting Africa through a 
sharp fall in four revenue generating areas: private capital flows, 
remittances, foreign aid and commodity prices, the World Bank’s Vice 
President for the Africa Region, Obiageli Ezekwesili, told a press conference 
Wednesday, which linked over 200 journalists from 22 African countries via 
video to the Bank’s head offices in Washington, DC. 
 Private capital flows to Africa, which had risen to $53 billion in 2007 
from $30 billion in 2002, have dried up, forcing a cancellation, delay or 
postponement of projects. Kenya and Ghana have suspended bond offers 
worth a total $800 million and the Democratic Republic of Congo estimates it 
will lose $1.8 billion in foreign direct investments. 

The vice president also affirmed that evidence pointed to a significant 
drop in remittances from the African Diaspora and said that this would 
inevitably have an impact on the safety nets that remittances provide for the 
poor, especially during hard times. Remittances, which had risen to $20 
billion, originate 77 percent of the time from the United States and Western 
Europe. 

She noted that foreign aid is dwindling because the crisis is happening 
in countries that provide aid and as their economies contract, aid will fall 
both in volume and as a share of GDP. 

Primary commodity prices have plummeted, hurting many countries 
across the region. For example, many countries made budget projections on 
high revenue from oil when the barrel sold at $140 only to see that price 
nose dive to $40 today. She cited the example of a country like Angola, where 
the GDP is expected to fall about 23 percent – a decline comparable to that 
experienced by the United States during the Great Depression…  
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Africa’s GDP growth, initially expected to be 4.9 percent, is now 
expected to fall to 2.4 percent. This is much lower than the 6.4 percent 
forecasted prior to the crisis and represents a three percent decline in 
growth. Such a drop is likely to have devastating, long-term consequences on 
Africa and could even lead to a humanitarian crisis, the Bank cautioned, in 
response to questions from the media that the forecast was alarmist and out 
of tune with some African ministers of finance who reporters said were 
insisting that the crisis had not hit their countries.  

The World Bank’s Chief Economist for the Africa Region Shanta 
Devarajan warned against repeating the errors of the 1990s, when most 
African governments failed to take, or delayed, urgent action to tackle the 
crisis. 

World Bank data shows that as many as 700,000 more African infants 
could die before reaching their first birthday as a result of the crisis. The 
crisis could also mean that even countries like Ghana and Tanzania, once on 
course to meet the first Millennium Development Goal – halving poverty by 
2015 – may no longer meet that target. The impact is expected to be even 
more devastating in the 35 countries classified as “fragile states” by the 
World Bank – 25 of which are in Africa. 

For Mr. Devarajan, the specter of political instability and social unrest 
hangs over African countries where the expectations built up during the last 15 
years of steady growth are being dashed and gains threatened. He warned 
that market-based reforms, which were painful in the first place but which 
African countries implemented because they could see the impact they were 
having on growth, are likely to lose political support because they no longer 
deliver results.” 

“It is precisely in a season of crisis like this that African governments 
must stay the course of market-based reforms, in order to position the 
continent to take advantage of a bounce back of the global economy,” added 
Ms. Ezekwesili (emphasis added). 
 

Afro-optimism waves 
 
From that wobbly early-mid 2009 moment of Afro-pessimism due to failing global 
capitalism (so reminiscent of Clausen’s 1983 concerns and Strauss-Kahn’s April 
2011 worry), Devarajan and his allies U-turned rapidly. By 2010-11, without any 
genuine foundation in reality, a new-found Afro-optimism was artificially generated, 
based upon dubious economic analysis and a false sense of greater opportunities in 
global governance. Again to illustrate the latter using South Africa, many of these 
trends were most pronounced not thanks to any multilateral reforms that would 
benefit Africa (the IMF vote-adjustment of late 2010 helped China and middle-
income countries, not Africa), but because of Pretoria’s 2008-11 participation in the 
G20 and 2011 ascension to the BRICS (Brazil-Russia-India-China-South Africa) club 
followed its earlier role in the IBSA (India-Brazil-South Africa) group of trilateral 
cooperation agreements and the BASIC (Brazil-South Africa-India-China) group that 
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formed in 2009 to forge mutual interests in global climate management leading to 
the widely-denounced Copenhagen Accord.  
 
Afro-optimism comes in waves. After the 1950s-70s independence era, as Charles 
Manga Fombad and Zein Kebonang argued five years ago, the early 1990s witnessed 
hopeful democratization tendencies, yet “a majority of the post-1990 elections have 
been marred by electoral fraud” as well as coups: “Many of the old dictators are still 
firmly entrenched, whilst some of the new leaders who have joined the ‘club’ have in 
recent years been devising ever more sophisticated ways to perpetuate their rule 
while using the democracy slogan as a convenient mask to disguise their despotic 
practices.”6 Nevertheless, as Time magazine put it, expectations were raised again, 
and  
 

in the mid-1990s, when a new generation of leaders emerged, Africans dared 
to hope that things could finally be changing. People like Issaias Afewerki in 
Eritrea, Laurent Kabila in Democratic Republic of Congo, Paul Kagame in 
Rwanda, Yoweri Museveni in Uganda and Meles Zenawi in Ethiopia promised 
a new style of leadership that focused on building economies and democratic 
nations instead of shoring up their power by force and ensuring that they 
and their friends got rich. When President Bill Clinton visited Africa in 1998, 
he touted this generation as Africa’s great hope.7 

 
Though all were soon subsequently unveiled as 
dictators, a subsequent feeling of Afro-optimism 
emerged with the 2001 New Partnership for Africa’s 
Development (Nepad) and its 2003 African Peer Review 
Mechanism (APRM). The initiator of Nepad and the 
APRM, South African president Thabo Mbeki, was fired 
by his own party in 2008, while the two other highest-
profile African Union (AU) leaders were the tyrants 
Zenawi (the lead AU climate negotiator and APRM chair still today) and Moammar 
Gaddafi (AU president in the late 2000s). Reflecting on Nepad’s elite disintegration, 
one of the four originating coauthors, Abdoulawaye Wade, made these remarks: 
 

 October 2004: “I am disappointed. I have great difficulties explaining what 
we have achieved when people at home and elsewhere ask me… We’re 
spending a lot of money and, above all, losing time with repetition and 
conferences that end and you’re not quite sure what they’ve achieved.” 8  

 June 2007: Nepad “had done nothing to help the lives of the continent’s 
poor.” 9 

 October 2007: “Nobody has yet understood anything from Nepad and 
nobody implemented Nepad.” 10 

 
By the time Mbeki left office, the programme was disfigured and he confessed at the 
end of 2008, “I am afraid that we have not made the progress we had hoped for.”11  



 8 

 
The current Afro-optimist wave feels like a macroeconomic-propaganda tsunami, 
led not by African politicians and their northern helpers, but by resurgent neoliberal 
institutions, especially the multilateral development banks. Already in late 2008, the 
IMF’s Regional Economic Outlook for Africa argued there were 17 “Great SSA 
Takeoff” countries with at least 2.25 percent/year per capita GDP rates over the 
prior 13 years, featuring “macro stability, good institutions, and pro-growth 
structural reforms.” 12  
 

In a 2010 book, Emerging Africa, the Washington-based 
Center for Global Development’s Steven Radelet celebrated 
17 non-oil-exporting countries – including nearly all of 
Southern Africa (except Zimbabwe, the DRC and 
Madagascar) – that could brag of “(1) more democratic and 
accountable governments; (2) more sensible economic 
policies; (3) the end of the debt crisis and changing 
relationships with donors; (4) the spread of new 
technologies; and (5) the emergence of a new generation of 
policymakers, activists, and business leaders.” 13 
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In early 2011, The Economist (January 6) labeled the lead African economies – six of 
the world’s ten fastest growing – SSA’s “lion kings.” The following month, the World 
Bank issued its regional strategy document, “Africa’s Future and the World Bank’s 
Support to It”,14 at the same time an International Monetary Fund (IMF) Working 
Paper was produced by three economists (Gonzalo Salinas, Cheikh Gueye, and 
Olessia Korbut), entitled “Growth in Africa Under Peace and Market Reforms.”15 
These were followed in April by another optimistic IMF Regional Economic Outlook 
for Africa16 and in May by a collaboration of the Bank, the African Development and 
the World Economic Forum’s upbeat Competitiveness Report17 and an African 
Development Bank study of a formidable new ‘middle class’ hundreds of millions 
strong.18 The April 2011 IMF Regional Economic Outlook describes “a structural 
upbreak in growth encompassing 21 of the region’s 44 countries”: 
 

On average, SSA’s top performers grew significantly faster than comparators 
in either Latin America and the Caribbean, or Middle East and North Africa 
during 1995–2010, but only marginally faster than Developing Asia and 
slower than the Commonwealth of Independent States… [M]any of SSA’s 
strongest performers have sustained their superior performances for a 
decade or more through good times and bad and that increasingly they 
exhibit characteristics associated not only with faster growth, but more 
sustained growth. For now, at least, the lions continue to roar. 19 

 
Uncorrected GDP and Africa’s domestic-consensus Washington Consensus 
 
Many of Ezekwesili’s dire 2009 projections (above) turned out to be incorrect, but 
more importantly, the really durable damage being done to Africa, via extraction of 
raw materials and maintenance of corrupt Resource Curse regimes supported by 
the Bretton Woods Institutions, went unmentioned. Devarajan’s profound 
commitment to the Washington Consensus was evident in a mid-2010 debate with 
this author on the Canadian Broadcasting Corporation (CBC): 
 

Patrick Bond: Africa is suffering neocolonialism, and that means the basic 
trend of exporting raw materials, and cash crops, minerals, petroleum, has 
gotten worse. And that’s really left Africa poorer per person in much of the 
continent, than even at independence. The idea that there’s steady growth in 
Africa is very misleading, and it really represents the abuse of economic 
concepts by politicians, by economists, who factor out society and the 
environment. And it’s mainly a myth, because, really, the extraction of non-
renewable resources – those resources will never be available for future 
generations. And there’s very little reinvestment, and very little broadening 
of the economy into an industrial project or even a services economy. 
 CBC: Mr Devarajan, how would you respond to that view? 
 Shanta Devarajan: First, I just want to correct one of the facts, which is 
that the continent is not poorer per person. GDP per capita is not lower today 
than it was ten to fifteen years ago. In fact, it is considerably higher (emphasis 
added).20 
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Devarajan abuses the discussion about African poverty by using the Gross Domestic 
Product (GDP) measure, even though seconds earlier, I had warned against doing so. 
African economies suffer extreme distortions caused by the export of irreplaceable 
minerals, petroleum and hard-wood timber. Were he honest, Devarajan would 
confess that GDP calculates such exports as a solely positive process (a credit), 
without a corresponding 
debit on the books of a 
country’s natural capital. 
Seeking a less biased 
wealth accounting – i.e., by 
factoring in society and the 
environment so as to 
calculate a ‘Genuine 
Progress Indicator’, the 
group Rethinking Progress 
contrast environmental and 
social welfare with GDP. 
        Source: redefiningprogress.org 
 
This kind of correction was demonstrated in even the World Bank’s own book, 
Where is the Wealth of Nations?, published in 2006. According to the book’s authors, 
“Genuine saving provides a much broader indicator of sustainability by valuing 
changes in natural resources, environmental quality, and human capital, in addition 
to the traditional measure of changes in produced assets. Negative genuine saving 
rates imply that total wealth is in decline.”21 
 
The researchers are conservative in their assumptions, but once they factor in 
society and the environment, Africa’s most populous country, Nigeria, fell from a 
GDP in 2000 of $297 per person to negative $210 in genuine savings, mainly 
because the value of oil extracted was subtracted its net wealth. Even the most 
industrialized African country, South Africa, suffers from resource curse: instead of 
a per person GDP of $2837 in 2000, the more reasonable way to measure wealth 
results in genuine savings declining to negative $2 per person that year. From 2001, 
the problem became even more acute thanks to the delisting of the largest 
corporations from the Johannesburg Stock Exchange, which added not just the 
outflow of mineral wealth, but also of profits and dividends that in earlier years 
would have been retained in South Africa.22  
 
As commodity prices soared from 2002-08, the outflow of wealth captured in the 
Where is the Wealth of Nations? Study would have been dramatically amplified. 
Dating to the independence of so many countries over the past five decades, the 
story is the same: Africa looted in a manner that even World Bank environmental 
staff are openly confessing, even if Devarajan (consciously or subsconsciously) 
ignored their research.23  
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‘Where is the Wealth of Nations?’, asks the World Bank 

 
Devarajan continued with not only the fiction that Africans were growing wealthier, 
but that they had reached consensus on domestic imposition of neoliberalism: 
 

There’s no question that the structural adjustment policies of the 1980s and 
early 1990s received a lot of criticism. But then ask the question, ‘what 
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changed?’ As I was saying, the growth has accelerated since the 1990s. We 
can’t hide from that fact. And you look at what changed. And it’s that these 
countries adopted exactly the Washington Consensus policies in the mid-
1990s, the African countries. The difference is that they did it out of their own 
accord, out of domestic political consensus, rather than imposed from 
Washington or Paris or London. And I think that’s the point that people are 
not recognizing, that the actual policies that are generating the growth, are 
actually very similar to what was criticized in the structural adjustment era 
(emphasis added).24  

 
In other words, structural adjustment did not work before the mid-1990s because it 
was ‘imposed’ by Devarajan’s colleagues, but did work after the mid-1990s because 
it was adopted through a ‘domestic political consensus’. In reality there has never 
been a political ‘consensus’ to structurally-adjust Africa, aside from the permanent 
problem of unpatriotic elites who are more closely allied with Washington, Paris, 
London, Brussels and Beijing string-pullers than with their subjects.  
 
Keep liberalizing to keep growing 
 
The most important point about the new Afro-optimism, is that although Africa’s 
(bias-suffused) GDP growth persevered through the global crisis, yet more 
liberalization, austerity and reliance upon resource extraction are apparently 
required. This is especially true, according to the new orthodoxy, when countries 
suffering civil conflict are stripped out of the equation. As the three IMF economists 
– Gonzalo Salinas, Cheikh Gueye, and Olessia Korbut – put it, 
 

1. SSA countries under peace and after economic liberalization have attained 
impressively high economic growth. Far from prompting economic disaster, 
as many commentators argued would happen, economic liberalization has 
been accompanied by high economic growth. Of course, the same may not 
have been true in countries that remained entangled in conflict, in which the 
impact of economic policies was subordinated to the detrimental effects of 
extreme violence.  
2. SSA countries can grow sustainably without changing their comparative 
advantage in natural resources. The growth experience of SSA countries that 
dismantled the ISI model and avoided major political instability provides 
further evidence that a natural resource–based model can be consistent with 
sustained economic growth (emphasis added). 25 

 
Fiscal and monetary orthodoxy should be restored, according to the April 2011 IMF 
Regional Economic Outlook’s ‘Main Findings’: 
 

Now that output growth is generally strong and inflation is rising, the broad 
direction of both fiscal and monetary policy should be moving away from the 
supportive stance of the last few years… In most low-income countries, tax 
revenues are projected to be sufficiently buoyant to allow fiscal deficits to be 



 13 

brought down gradually while still accommodating the recent fast rate of 
expansion in real government expenditure. The planned gradual reduction in 
fiscal deficits in most countries is appropriate now that the slack in most 
economies has diminished. In oil-exporting countries, windfall revenues 
should be saved, with spending constrained by absorptive capacity within a 
medium-term fiscal framework. 

Middle-income countries are a different story. Fiscal deficits are likely 
to remain elevated because of slower growth. This stance is appropriate if tax 
revenues are expected to rise strongly once output growth recovers. But, where 
reductions in tax ratios have become persistent, fiscal consolidation will be 
needed to ensure medium-term sustainability. 

Monetary policy remains looser than desirable in many countries in the 
region, even before the recent surge in fuel and food prices. Interest rates 
have failed to keep pace with the cyclical recovery, and policy now needs to 
move ahead of the curve, particularly where output is back to trend paths 
(emphasis added).26 
 

The WEF-led report captures the overall narrative, with standard neoliberal 
argumentation: 
 

While many advanced economies are still struggling to get their economies 
back on a solid footing, Africa has, for the most part, weathered the storm 
remarkably well. However, although impressive growth rates and increasing 
levels of FDI supported an economic resurgence in Africa over the past 
decade, much remains to be done to ensure that it continues to grow rapidly 
into the future. Indeed, one of the reasons that Africa was less affected by the 
crisis than other regions was its limited integration into the global economy. 
Although this sheltered African economies over the shorter term, it holds them 
back in their development over the longer term (emphasis added).27 

 
One might dispute whether African economies are integrated, given that most 
African trade/GDP ratios are extremely high in relation to countries in other 
regions. In a more nuanced way, the central claim of the World Bank’s Africa 
strategy, which justifies more of the same, is that, 
 

For at least four reasons, Sub-Saharan Africa (hereafter Africa) in 2011 has 
an unprecedented opportunity for transformation and sustained growth. 

First, until the onset of the global economic crisis, GDP growth was 
averaging 5 percent a year for a decade, accelerating to over 6 percent in 
2006-8. Growth was widespread. Some 22 non-oil exporters, including 
several countries that have experienced conflict such as Mozambique, 
Rwanda and Uganda, had 4 percent or higher growth from 1998-2008. While 
Africa was badly hit by the global crisis, the continent avoided an even worse 
growth shortfall in 2009 thanks to prudent macroeconomic policies and 
financial support from multilateral agencies and has rebounded in 2010. 
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Second, alongside the acceleration in growth, progress on the 
Millennium Development Goals (MDGs) has been sufficiently rapid that many 
countries (such as Cape Verde, Malawi, Ghana and Ethiopia) are likely to 
reach most of the goals, if not by 2015 then soon thereafter. Africa’s poverty 
rate was falling at about one percentage point a year, from 59 percent in 
1995 to 50 percent in 2005. Child mortality rates are declining; HIV/AIDS is 
stabilizing; and primary completion rates are rising faster in Africa than 
anywhere else. 

Third, Africa’s private sector is increasingly attracting investment, 
with much of the funding coming from domestic banks and investors; and the 
rest from the U.S. and Europe. The sector is also creating an emerging African 
middle class of hundreds of millions of consumers. Returns to investment in 
Africa are among the highest in the world. Success of ICT, especially mobile 
phone penetration, shows how rapidly a sector can grow. It also shows how 
the public sector can set the conditions for the exponential growth of a vital 
industry that could transform the continent. Private capital flows are higher 
than official development assistance (and FDI is higher than in India). China, 
India and others are also investing large sums in Africa. 

Fourth, the climate for market-oriented, pro-poor reforms is proving 
robust. During the global crisis, the payoffs to economic reforms fell. Yet, 
policymakers continued with prudent economic policies, even in the face of 
contradictory policies elsewhere – because the public demanded them. The 
voice of civil society is increasingly heard, as evidenced by Uwezo on 
education in Kenya, citizen report cards in Ghana, and the various non-state 
actors demanding accountability for resource revenues. 
 Putting these factors together, we conclude that Africa could be on the 
brink of an economic takeoff, much like China was 30 years ago, and India 20 
years ago. 28 

 
In the multilateral development echo chamber, the African Development Bank 
parroted a few weeks later, “Due to strong progress in and across many African 
countries, people are beginning to predict that Africa’s economy may take off as did 
China’s 30 years ago and that of India 20 years ago.”29 
 
Reality checking Afro-optimism 
 
This hype is extraordinary. First, the category GDP is highly dubious as a measure of 
genuine growth in a resource-extractive context, as noted above. Second, MDGs are 
not being met at anything like an ambitious rate, and are in any case tied up in the 
circuitry of global capital and multilateral finance that underdevelops so much of 
Africa. Third, the supposed private investment boom is partly due to untenable 
financialization when it has either a portfolio component or is locally sourced (i.e., 
not direct greenfield productive investment), but is mainly due to extractive 
industries which actually reduce genuine national savings, and the leading case, 
ICTs, is fraught with contradictions. Fourth, the idea of a ‘market-oriented, pro-poor 
reform’ is a neoliberal ideological construct, and to generate a ‘climate’ conducive to 
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such public policy is to manipulate not only language but also domestic African 
politics.  
 
As we explore in more detail below, the three IMF economists (Salinas, Gueye and 
Korbut) do at least recognize that the reality of Africa’s long-term economic decline: 
 

The apparent stagnation of SSA (the poorest region in the world) in an era of 
freer markets has fueled strong criticisms against market reforms. Indeed, 
condemnation of economic liberalization has become part of mainstream 
development thinking, and several commentators urge SSA countries to 
accelerate growth by modifying their comparative advantage on natural 
resources. But does SSA stagnation imply the failure of market reforms and 
of the natural resource–based model in the region? 30  

 
To that, the economists answer in the negative, insisting that liberalizers and 
Resource-Cursed economies were fine, and that ‘modifying comparative advantage’ 
by not being so commodity-dependent is inappropriate.  
 
Yet the idea that Africa can ‘take off’ by following a modernizing, market-oriented 
path dates more than a half-century and has never worked aside from one case 
where huge European subsidies kicked in for sugar and textiles (Mauritius) and 
another where resources were semi-nationalised (Botswana). Instead, the various 
subsequent attempts to rehash the takeoff theme as continent-wide policy have all 
failed, from the Berg Report and structural adjustment of the early 1980s, through 
the Highly Indebted Poor Country initiative and Poverty Reduction Strategy Papers 
of the late 1990s, through Nepad and the Blair Africa Commission of the 2000s, and 
now the latest Afro-optimist propaganda.  
 
As an illustration of the desperation with which the Bank seeks winners, consider 
that as late as 1996, in comparison to five years earlier when structural adjustment 
was imposed, one African country won a ‘highly satisfactory’ rating from the Bank 
for imposing neoliberalism, even though as a result the country deindustrialised by 
40%, witnessed an inflation rise from the mid-teens to more than 40%, suffered 
dramatic increases in unemployment, and hosted intense civil society socio-
economic protest that grew so fast (from nothing) to the point four years later 
(February and June 2000) that the opposition won two national elections (though 
the second was stolen): Zimbabwe. 31 
 
How, then, did Africa survive the crash? A Keynesian soft landing? 
 
The question of how Africa’s GDP statistics remained buoyant during the recent 
period raises several subsidiary questions, including strategies normally considered 
‘Keynesian’ (expansive especially in fiscal terms) are feasible in Africa, whether GDP 
is an appropriate measure of welfare, and whether wild swings in export prices for 
commodities and in civil conflict (mainly commodity-related) affect growth. The 
‘Freetown Declaration’ in August 2009 was probably the most avowedly Keynesian 
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commitment to a strong African state made by officials since Adebayo Adedeji’s 
Alternative African Framework for Structural Adjustment Programmes two decades 
earlier: 
 

We, the African Governors to the Bretton Woods Institutions and African 
Development Bank, commit to… 
 Implement fiscal stimulus measures where appropriate to weather the 

impact of the global economic downturn; 
 Expand high-growth yielding public investments…; 
 Implement monetary policies that support the short-term fiscal stimulus 

measures…; 
 Remain prepared to exit from the countercyclical fiscal stimulus policies as 

soon as the macroeconomic conditions permit. 32 
 
This statement came from the finance ministers’ representatives to the 
International Monetary Fund (IMF), whose leader Dominique Strauss-Kahn had in 
October 2008 given permission to those states with healthy budgets, to keep 
spending. The sentiments expressed probably also reflected a vast gap between 
African capitals and the momentary Keynesian of Strauss-Kahn, a man who was 
reportedly aiming higher, for the French Socialist Party presidential nomination. 
That frustrating gap is seen in the initial IMF staff reaction to the crisis in Africa: a 
reversion to Washington Consensus ‘growth’ strategy. Out of 22 IMF programmes, 
according to the Center for Economic and Policy Research in Washington, 17 were 
contractionary orders and just 5 expansionary. 33 Even the wealthiest African 
economy, South Africa, had been ordered in September 2008 to intensify its 
neoliberal bias, although in September 2009 the Keynesian messages finally were 
delivered. 34 By that time, African fiscal deficits were blooming: a slight spending 
increase conjoined with a huge revenue drop, generated a switch from a positive 
fiscal balance (6% of GDP) to a huge deficit (-6%) between 2008 and 2009. 
 
The crisis meant that the level of capital inflows to Africa had peaked in 2007, at $80 
billion/year, and in 2008, a $25 billion outflow from portfolio investments (mainly 
in South African financial assets) ensured a decline in total inflows. Although 
remittances held up, foreign direct investment also fell back in 2009, leaving aid as 
the only rising financial inflow. But even this was conditional, with most of it flowing 
to 14 ‘fragile states’: Burundi, CAR, Cote d’Ivoire, DRC, Eritrea, Gambia, Guinea, 
Guinea-Bissau, Liberia, Sierra Leone, Sao Tome and Principe, Togo, and Zimbabwe. 
As to fiscal, monetary and financial balances, most of Africa experienced a rising 
fiscal deficit and higher public debt. Most central banks imposed lower interest rates 
in 2009-10 than in 2007, and let their money supply rise, in part to compensate for 
private credit contraction. New exchange controls also helped Tanzania, Rwanda 
and Kenya fend off hostile financial forces. These are classically Keynesian 
strategies, and help explain why Africa did not suffer as much as other regions 
during the crisis, even if the IMF badgered so many debtors with austerity directives 
(in 17 out of 22 cases, according to the Center for Economic and Policy Research). 35 
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Rising African deficit spending 

Source: IMF, Regional Economic Outlook, October 2009 
 
Capital flows to SSA, especially ‘fragile states’ 

 
 
Source: IMF, Regional Economic Outlook, October 2009 
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Persistence of fiscal deficits, public debt and lowered interest rates  

 
 
Lowered real interest rates, 2007-10 and ‘quantitative easing’, 2009-10 
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Exchange controls during the crisis: Kenya, Rwanda and Tanzania 
 

 
 
Volatility of African currencies (/US$): stability in Kenya, Rwanda, Tanzania 
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Strength of African currencies (2008-09): Kenya, Rwanda and Tanzania lead 

 
 
A subsequent question is whether the strategy of financial regulatory controls is 
appropriate more generally, harking back to John Maynard Keynes’ advice during 
the Great Depression. We take question this up in the conclusion. 
 
Or did the ‘Kondratieff cycle’ (long wave) turn first in Africa? 
 
This review of the crisis raises the need to understand Africa in relation to longer 
accumulation cycles. There was, after all, a significant rise in per capita African GDP 
recorded since 1994 in the World Bank’s World Development Indicators report, 
which at first blush, suggests the down-phase trough of the Kondratieff cycle was 
reached in Africa somewhat before the rest of the world. 
 
Kondratieff long cycles: upturn after 2000? 
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SubSaharan African upturn after 1994? Per capita GDP, 1960-2004 (1995 US$) 

 
 
Why, in this narrative, would SSA have peaked early? Over the 1980-2008 period, in 
comparative regional terms, Africa’s long-term record is the world’s worst. As the 
IMF acknowledged in February 2011, there were three decades of stagnant per 
capita income (corresponding to the IMF’s tightest reign over Africa’s economies). 
 
Index of income per capita of SubSaharan Africa versus other regions 

 
 
Nevertheless, while the averages are terrible, the three IMF economists contend that 
since around 1980, a substantial number of countries that were both politically 
‘stable’ and that ‘liberalized’ did very well: “Blaming economic liberalization for 
SSA’s stagnation neglects the fact that many SSA countries have been affected by 
political instability and/or did not significantly implement suggested market 
reforms.” 36 Those stable, liberalized leaders which achieved (+3.5% GDP per capita) 
are: Mauritius, Rwanda, Uganda, Mozambique, Ethiopia, Sierra Leone, Tanzania, 
Ghana, Liberia and Madagascar, and stripping them from the rest of the 
subcontinent gives a picture of dynamic growth. 
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Income per capita in stable/liberalized SSA countries versus other SSA countries 

 
 

 
Source: IMF, Regional Economic Outlook, October 2009 
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Genuine factors in GDP growth: aid 
 
There are a great many objections that can be raised at this point. To make claims 
about liberalization and peace as drivers of GDP growth, one of the IMF’s initial 
explanatory problems is that to measure genuine organic GDP growth we need to 
correct for aid as a financial inflow which boosts orthodox growth accounting 
(sometimes substantially) without reflecting underlying growth. From 1990-2001 
aid inflows as a percentage of state spending was vast in many of the ‘stable, 
liberalized’ countries (recall these are Mauritius, Rwanda, Uganda, Mozambique, 
Ethiopia, Sierra Leone, Tanzania, Ghana, Liberia and Madagascar). The countries 
receiving the largest proportion of their state revenues from donors are, 
coincidentally, Rwanda, Madagascar, Ghana, Burundi, Uganda, Guinea, Ethiopia and 
Senegal. (Not listed here, but extremely high on the same list, are Mozambique, 
Sierra Leone and Liberia.) 
 
Percentage of government spending covered by aid flows, select SSA states, 2002  

 
Source: World Development Report, 2003 
 
In other words, if elites running some favoured African states are in a profoundly 
disempowered relationship with the Bretton Woods Institutions (doing their 
bidding so as to access Paris Club debt relief and aid) and donor governments, then 
aid inflows may make it possible to claim high rates of GDP growth, artificial and 
untenable as these may be. Promised increases in aid to Africa made at the 
Gleneagles G8 conference in 2005 did not materialize. 
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Gleneagles aid promises broken 

 
Source: Africa Progress Panel, From Agenda to Action: Turning Resources into Results for People 
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Genuine factors in GDP growth: riding the commodities roller-coaster 
 
A very important factor in GDP, requiring careful consideration, is the impact of 
commodities (especially non-renewable resource depletion) in a context of extreme 
price volatility. The impact of commodities is evident during the speculative bubble 
of commodity prices from 2002-08, which in four of the seven leading growth cases 
– Equatorial Guinea (oil), Botswana (diamonds), Sudan (oil) and Lesotho (water) – 
did indeed translate resources into rapid nominal GDP growth. Although commodity 
markets have trended upwards since late 2008 after the extreme July-December 
price crash, volatility remains severe. To illustrate, on 5 May 2011, the commodities 
market index of 19 major raw materials suffered a 5% crash in a single trading day 
(9% that week), the second major collapse within three months. 
 
Commodity price bubble and trade collapse, 2002-09 

 
Source: IMF, Regional Economic Outlook, October 2009 
 

Trade balance impact of commodity prices 
While the commodity market was strong, 
there was a surprising upturn in the terms 
of trade for SSA as a while, after a 
depressed period during the 1980s-90s of 
lower oil and other export prices. The big 
winners were in oil and copper, while 
losers included Zimbabwe and Lesotho, as 
well as most of the rest of Southern and 
Eastern Africa. 
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Sub-Saharan African terms of trade, 1998-2008 (in relation to East Asia) 

 
 
source: World Bank (Feb 2011) Africa Regional Strategy 
 
During the 2000s upturn, multinational corporate profits derived from extractive 
industries soon outstripped other leading industries’ profit rates: pharmaceuticals, 
telecommunications and beverages. 
 
Multinational corporate profits (as a percentage of firm equity), 1995-2006 

 
Source: UN Conference on Trade and Development (2007), World Investment Report 2007, Geneva. 
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Volatile commodities, 2007-11            Thomson Reuters/Jefferies CRB 
     index of 19 commodities, 2011 

Price changes for African export commodities, July-December 2008 

 
  
 
 
 
Source: Unctad, The Global Economic Crisis, May 2009. 
 
Genuine factors in GDP growth: post-conflict 
 
From 1980 until the crash of 2008, Africa’s biggest per capita GDP losers were war-
torn states – Liberia, the DRC, Cote d’Ivoire, Burundi and Sierra Leone – as well as 
three others with adverse governance and commodity price movements (Niger, the 
Central African Republic and Zambia). According to John Weeks’ contribution to a 
UN Conference on Trade and Development study, “The end or decline of conflict in 
more than a half-dozen countries resulted in an upward shift in the region’s growth 
rate of over two and one-half percentage points.” This is a crucial factor in 2011 
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given the rise of popular protests against dictators and the brutality with which they 
have been suppressed, from Tunisia, Libya and Egypt in the North to Uganda and 
Swaziland, as well as ongoing warfare in Cote d’Ivoire until April 2011 and in Sudan. 
 
Did Africa’s most powerful policy-makers, the Bretton Woods Institutions, factor in 
conflict to their growth analysis? Not judging by the (2009) Center for Systemic 
Peace map of conflict endorsed by the Bank’s February 2011 Africa Region strategy 
document, just as most of North Africa erupted in popular uprisings – in some cases 
as a result of short- and long-term Washington policy advice. The conflict map labels 
Tunisia, Libya and other countries in the region as ‘low risk’ (although Egypt 
received a ‘serious’ risk warning).37 
 
Risky Africa (Center for Systemic Peace map republished by World Bank, 2011) 

 
 

Mo Ibrahim governance index       
The Bank’s regional strategy document also endorsed 
Sudanese cellphone tycoon Mo Ibrahim’s index of 
governance, which in 2010 ranked Tunisia 8th best. The 
Bank acknowledged the recent ongoing debilitating 
corruption of political democracy in “Zimbabwe, Kenya 
and, most recently, Côte d’Ivoire. Coups d’état and non-
democratic transfers of power occur with disturbing 
frequency, as in Mauritania, Guinea, Niger, and 
Madagascar.” These are easy to spot, in retrospect, but in 
each case, part of the ‘underlying political economy’ of 
conflict was the imposition of structural adjustment, a 
factor not mentioned in the Bank’s Regional Strategy: 
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To be sure, the World Bank has been addressing Africa’s governance 
problems for some time, with the pace accelerating over the past three years 
as part of the Bank-wide Governance and Anti-Corruption (GAC) Strategy. 
The GAC strategy has delivered some important gains and encouraged Bank 
country teams to invest in more knowledge about the underlying political 
economy of poor governance and corruption and to promote approaches that 
enhance transparency and build coalitions for positive change. Bank teams 
are engaged in supporting high level dialogue on governance and 
accountability in the DRC, catalytic reforms in Cameroon’s customs 
directorate, advising on transparent oil and gas revenue legislation in Ghana, 
promoting Freedom of Information legislation in Zambia, and an annual 
report on supporting diagnostic analysis of corruption in Uganda, with the 
Inspector-General. Natural resource management issues are now a key focus 
of attention. Analytical and advisory work on the value chain of extractive 
industries has been expanded and is now influencing our policy dialogue 
with resource rich governments in Angola, DRC, Ghana, Niger and Nigeria.38 

 
Four of these five remain amongst the most notorious Resource Curse countries 
(with the exception of Ghana, which may well become one with oil extraction.) The 
Bretton Woods Institutions have been dogmatic about maintaining corrupt 
Resource Curse regimes. 
 
African malgovernance and neoliberalism in South Africa, Tunisia and Libya 
 
What makes the Bank’s anti-corruption claims especially dubious was its high-
profile decision in April 2010 to lend $3.75 billion to South Africa’s Eskom energy 
parastatal to build the world’s fourth-largest coal-fired power plant. The country’s 
progressive civil society opposed the plant for a range of socio-environmental 
reasons, and were joined by even two opposition political parties (especially the 
centre-left Independent Democrats and the neoliberal Democratic Alliance, which 
subsequently merged) and the influential liberal Business Day newspaper, which 
condemned the loan for fuelling corruption.39 Contrary to supposed Bank anti-
corruption policies, it will directly fund African National Congress (ANC) ruling 
party coffers, via the Medupi power plant’s Hitachi boilers that in turn kick back 
between $10 and $100 million (the amount is still unclear) thanks to an ANC 
investment in Hitachi. As the Eskom-Hitachi deal was signed, the Eskom chairperson 
(and former environment minister), Valli Moosa, was also a member of the ANC’s 
finance committee. A government investigation released in March 2010 found his 
conduct in this conflict of interest to be ‘improper’.40 The ANC promised to sell the 
investment stake, but did not.  
 
Ironically, in February 2010, the Bank had issued a major statement alongside its 
annual African Development Indicators, entitled Quiet Corruption, in which it 
blamed African teachers and healthcare workers for moonlighting (a result of Bank 
structural adjustment policies).41 And in December 2010, the Bank’s website 
headlined news about the “Corruption Hunters” conference, with its president, 
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Robert Zoellick pronouncing, “Stealing is bad enough, ripping off the poor is 
disgusting.”42 To repay the Bank loan, the corresponding electricity price increase 
for poor people is 127% over four years, leading millions to certain disconnection. 43 
 
At the same time, the Bank and IMF were also involved in North African economies, 
praising macroeconomic management during the crisis in spite of sustained 
opposition by the Tunisian General Union of Labor and independent Egypitan trade 
unions, advising a turn to austerity. A typical report in 2010 (in IMF Survey 
Magazine) was headlined, “Tunisia Weathers Crisis Well, But Unemployment 
Persists,” because the Ben Ali regime (referred to favourably and repeatedly as “the 
authorities”) adopted 
 

wide-ranging structural reforms aimed at enhancing its business 
environment and improving the competitiveness of its economy. These 
reforms, accompanied by prudent macroeconomic management, have 
reduced the Tunisian economy’s vulnerability to shocks – including the 
global financial crisis – and provided more options for the authorities to 
respond to them…  

[T]he authorities are developing an export promotion strategy that 
seeks to diversify target markets and products. To that end, they have signed 
a preferential trade agreement with the West African Economic and 
Monetary Union and are currently negotiating free trade agreements with 
the Central African Economic and Monetary Community. Bilateral 
negotiations with the European Union are also under way to extend the 
Association agreement to services, agricultural products, and processed food; 
the agreement currently provides for free trade for industrial products.  
 The authorities have also identified a number of reforms to labor 
market policies, the educational system, and public employment services that 
will serve to facilitate labor mobility and reduce mismatches between 
demand and supply in the labor market. The implementation of these 
reforms will be supported by several World Bank Development Policy 
Loans.44 

 
The IMF applauded the Tunis authorities for “reforming the social security system” 
(i.e. cuts that might “buttress the pension system’s financial sustainability”), 
exploring “ways to contain subsidies of food and fuel products,” and “undertaking 
reforms to make the tax regime more business friendly” including commitments “to 
reduce tax rates on businesses and to offset those reductions by increasing the 
standard VAT rate.” Another objective was “consolidating the financial strength of 
banks, enhancing the role of banks in the economy, restructuring the public banking 
system, and bolstering the presence of Tunisian banks abroad. The aim, ultimately, 
is to transform Tunisia into a banking services hub and a regional financial market.” 
That in turn required “inflation targeting” (a technique to depoliticize monetarist 
policy especially for the purpose of raising interest rates) and “convertibility of the 
dinar and capital account liberalization by 2014.”45  
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In contrast, there was no IMF conditionality aimed at ‘reforming’ dictatorship and 
widespread corruption by Ben Ali and his wife’s notorious Trabelsi family, the two 
families’ extreme level of business concentration, or the utilization of murderous 
security forces in defending the regime of crony capitalism. True, unlike so many 
classical ‘IMF Riots’, there may be no direct line of causality between Washington 
dictates and the catalytic December 17, 2010 suicide by Mohamed Bouazizi on 
grounds that his fruit and vegetable stand was confiscated by ‘the authorities’ – but 
Washington’s instruction to squeeze tax receipts from the poor is one such indirect 
link. Closely related, another catalyst was WikiLeaks’ revelations that even the US 
State Department was disgusted by hedonism in the Ben Ali and Trabilsi families, 
and their control of half the national economy. As Rob Prince reported, 
 

Tunisia’s economy suffered despite World Bank/IMF claims that the country 
has weathered the global financial crises better than many places. Tourism 
was down, as were textile exports to Europe, only aggravating the already 
existing socioeconomic crisis. But the straw that broke the camel’s back in 
this case is the growing distrust and distaste among the broader population 
for president Ben Ali’s wife, Leila Trabelsi and her siblings, who have been 
scrambling to dominate whatever sectors of Tunisia’s economy they could, 
dominating the IMF-pressured privatisations that have marked the country’s 
economic transition. 46 

 
The same narrative was established in Libya, for example, in the IMF’s October 2010 
pronouncements: 
 

Progress has been made in reducing civil service employment, but a 
comprehensive civil service reform is still lacking. Out of the 340,000 public 
employees that were previously transferred to a central labor office for 
retrenchment, about a quarter have reportedly found other sources of 
income and are no longer receiving transfers from the state budget. The 
mission recommends that the retrenchment program be accelerated. 47 

 
The IMF’s full Article IV Consultation for Libya was published a month after 
Tunisia’s dictator fell, on February 15, but before civil war broke out. The IMF 
flattered the Gaddafi regime on a variety of fronts: 
 

An ambitious program to privatize banks and develop the nascent financial 
sector is underway… Structural reforms in other areas have progressed. The 
passing in early 2010 of a number of far-reaching laws bodes well for 
fostering private sector development and attracting foreign direct investment. 
The success of the new laws, however, hinges on promoting inter-agency 
coordination and open consultation with the legal and business communities, 
and establishing permanent bodies to monitor, assess, and oversee 
implementation. A comprehensive civil service reform is needed to facilitate 
more effective wage and employment policies that would address the needs of 
a young and growing labor force. 
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Recent developments in neighboring Egypt and Tunisia have had limited 
economic impact on Libya so far. To counter the impact of higher global food 
prices, the government abolished, on January 16, taxes and custom duties on 
locally-produced and imported food products. Later in January, the 
government also announced the creation of a large multi-billion dollar fund 
for investment and local development that will focus on providing housing 
for the growing population. 
 Executive Directors agreed with the thrust of the staff appraisal. They 
welcomed Libya’s strong macroeconomic performance and the progress on 
enhancing the role of the private sector and supporting growth in the non-oil 
economy. The fiscal and external balances remain in substantial surplus and 
are expected to strengthen further over the medium term, and the outlook 
for Libya’s economy remains favorable. Directors saw as the main challenges 
the need to provide employment opportunities for a young and growing 
labor force, and the steadfast implementation of reforms to diversify the 
economy and reduce the high dependence on oil revenue. 

Directors supported the overall fiscal stance and noted that the 
increase in capital spending in 2010 will support private sector development. 
At the same time, they emphasized the need to contain the increase in current 
spending… Directors encouraged the authorities to further advance 
structural reforms to support private sector development. They commended 
the authorities for their ambitious reform agenda, and looked forward to the 
effective implementation of the many important laws passed in the last year, 
complemented by policies aimed at adapting the labor force to the economic 
transformation (emphasis added). 48 

 
This report impressed the New York Times: 
 

Less than two weeks ago, the IMF’s executive board, its highest authority, 
assessed a North African country’s economy and commended its government 
for its “ambitious reform agenda.” The IMF also welcomed its “strong 
macroeconomic performance and the progress on enhancing the role of the 
private sector,” and “encouraged” the authorities to continue on that 
promising path. By unfortunate timing, that country was Libya. The fund’s 
mission to Tripoli had somehow omitted to check whether the “ambitious” 
reform agenda was based on any kind of popular support. Libya is not an 
isolated case. And the IMF doesn’t look good after it gave glowing reviews to 
many of the countries shaken by popular revolts in recent weeks. 49 

 
The Times cited similar upbeat language in its reviews of Bahrain, Algeria and Egypt, 
worrying that “the toppling of unpopular regimes will make it difficult for their 
successors to adopt the same policies. In the future, the IMF might want to add 
another box to check on its list of criteria: democratic support.” 50 Indeed, Tunisia 
and Libya were not isolated mistakes, but reflected an approach to the entire Middle 
East and North Africa (MENA) region. As Masood Ahmed, IMF Director for the 
Middle East and Central Asia Department argued in the November 2010 
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International Economic Bulletin of the Carnegie Endowment for International Peace, 
the countries in his portfolio 

                                                                                                                                                                    
must, first and foremost, boost their competitiveness. Sound macroeconomic 
policies – in particular, fiscal consolidation – will help, but governments will 
also need to make greater efforts to improve the business climate. 
Unfortunately, many of these countries are still characterized by burdensome 
regulatory systems, weak institutions, and a dominating public sector. 
Countries must also enhance labor market functioning by improving 
education (to better match the supply of, and demand for, certain skill sets) 
and ensuring that wages better reflect market conditions. Finally, trade 
tariffs need to come down. While they have been streamlined and lowered – 
mainly under the auspices of trade agreements with the European Union and 
the United States – they remain high, averaging over 12 percent in 2009. 
Most importantly, with the region’s traditional advanced-economy trading 
partners now growing more slowly, MENA countries should seek new export 
markets. 51 

 
Not a word about why the ‘dominating public sector’ was a function of dictatorial 
rule and patronage politics, only a command to cut state jobs. Tunisia’s and Libya’s 
experiences remind of the old story in which IMF and Bank teams circle the globe 
with a cut-and-paste structural adjustment programme in which it only  requires 
the change of country name into the neoliberal template. The power relations that 
permit this kind of dominance have got to be reversed. 
 
Can Africa shake off financial power? 
 
The first step in making change is recognizing the source of the problem. This 
chapter has argued that the Bretton Woods Institutions and African Development 
Bank systematically distort reality in their analysis of contemporary Africa. So in 
conclusion, consider the mid-2010 argument of Shanta Devarajan, World Bank Chief 
Economist for Africa, who explained high-growth Africa’s strategy in entirely 
ideological terms: “these countries adopted exactly the Washington Consensus 
policies in the mid-1990s, the African countries. The difference is that they did it out 
of their own accord, out of domestic political consensus, rather than imposed from 
Washington or Paris or London. “52 In reality, Africa’s economic policies were indeed 
“imposed from Washington”, for according to John Weeks, 
 

The dominant force influencing the economic policies of sub-Saharan 
countries in the 1990s and 2000s was the International Monetary Fund, with 
the World Bank playing a secondary and complementary role. Over twenty 
years, 1990-2009, the governments of 46 sub-Saharan countries sought to 
manage their economies under IMF programmes during almost half the 
country years (417 of 920)… the two international financial institutions 
played a major if not decisive role in policy making for all but a few countries 
of the region.” 53 
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Bretton Woods Institution power in Sub-Saharan Africa, 1990-2010 
 

  
Source: John Weeks UNCTAD background case study 
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Weeks has plotted both the IMF’s and World Bank’s influence over SSA during the 
1980s-2000s, and for a variety of reasons, only a few countries escaped Bretton 
Woods Institution direct tutelage for extended periods (though many, such as 
Mauritius, South Africa and Zimbabwe, had long bouts of homegrown 
neoliberalism): Angola, Botswana, Comoros, Equatorial Guinea, Eritrea, The Gambia, 
Liberia, Mauritius, Namibia, Nigeria, Seychelles, South Africa, Sudan, Swaziland and 
Zimbabwe. For every other country, as Weeks concludes, “There is little evidence, 
rigorous or circumstantial to believe that the ‘reforms’ of the 1980s and 1990s lay 
the basis for that [2000s economic] recovery.” Instead, says Weeks, the essence of 
the GDP growth was the post-conflict peace dividend, and the rise of commodity 
markets. 54 
 
What, though, of the internal driver of growth, which was ‘private consumption’, far 
outstripping exports (and permitting large import bills). And what drove private 
consumption across Africa, to the extent that in 2004-08 it was well over twice as 
large a component of GDP growth as exports (in oil-exporters, middle-income and 
low-income countries alike)?  
 
Components of GDP growth, and money/credit supply shifts 

 
 
As noted above, one of the most important aspects of the subsequent period 009) 
was African governments’ residual ability to invoke three kinds of Keynesian 
countervailing measures: budget deficits (so that falling tax revenues were non ‘pro-
cyclically’ amplified throughout the economy), lower interest rates and expanded 
money supplies from African central banks. The IMF was sufficiently worried in 
2008-09 as to allow large deficits, especially in regionally-powerful countries such 
as South Africa. (In September 2008, the IMF’s Article IV Consultation called for 
austerity, but a year later the IMF team praised Pretoria for its 7% deficit.)  
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One alleged reason for the private consumption boost should be addressed given 
that in May 2011 it received international publicity: the vast new African middle 
class. Allegedly, “one in three Africans is middle class” and as a result, Africa is ready 
for “take off”, according to African Development Bank chief economist Mthuli Ncube 
speaking at the Cape Town World Economic Forum-Africa summit: “Hey you know 
what, the world please wake up, this is a phenomenon in Africa that we've not spent 
a lot of time thinking about.”55 Obviously not, for Ncube defines middle class as 
those who spend between $2-20/day, a group that includes a vast number of people 
considered extremely poor by any reasonable definition, given the higher prices of 
most consumer durables in African cities. Those spending between just $2 and 
$4/day constitute a fifth of all Sub-Saharan Africans, even Ncube admits, while the 
range from $4 to $20/day amounts to 13%, with 5% spending more than $20/day. 
Below the $2/day level, 61% of Africans are mired in deep poverty. 56 
 
The alleged ‘African middle class’ 

 
Source: Wall Street Journal, 
http://online.wsj.com/article/SB10001424052748703703304576296663397991894.html 
 
The irony of an analysis which promotes consumer spending as a signifier of 
development, is that it corresponds to African manufacturing deindustrialization 
thanks to cheap East Asian imports. Consider, too, the link between growing credit 
overhangs by working-class consumers and the microfinance movement’s crisis in 
the two largest markets, Bangladesh and India. The untenable rise of credit 
mechanisms in Africa, especially South Africa where default rates are at an all-time 
and very dangerous high, goes unremarked upon by the African Development Bank.  
Indeed, South Africa’s consumer debt crisis sheds light on African macroeconomic 
problems. One basis for rising debt by working-class and new middle-class 
consumers was the untenable rise in property prices, which soared by 389% 
between 1997-2008 (the highest in the world, with the second highest bubble, 
Ireland, at less than 200%). Wage levels had been outstripped by profits for most of 
the previous 17 years of post-apartheid neoliberalism, leaving workers to rely upon 
higher rates of consumer credit.  
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SA’s extremely high interest rates, and spike in non-performing loans 

 
Sources: SARB Quarterly Bulletin; IMF Article IV statement, September 2010 
 
By late 2010, the main state credit regulator, Gabriel David, registered ‘impaired’ 
status for 8.3 million South African borrowers, a rise from 6.1 million impaired 
borrowers in 2007: 
 

There are a variety of mechanisms through which the ‘reckless lender’ can 
transfer the cost of default to its competitors. For instance, by applying 
coercive collection mechanisms it ensures that its payment get prioritized 
(and that the client default elsewhere, or cut back on household expenditure, 
school fees etc). Penalty fees and penalty interest similarly create an 
incentive to extend further loans to clients who may already be debt stressed. 
It can cause a dramatic increase in income for a lender on clients who pay 
irregularly and is earned on top of an already high base interest rate. 57  

 
Rise of South African ‘impaired’ debtors, 2007-10 

 
Source: http://microfinance.cgap.org/2011/02/14/debt-stress-%E2%80%93-a-harmless-cold-or-a-
deadly-virus/ 
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Finally, a central reason for the new Afro-optimism fad is cellular telephony access 
in many areas that were formerly off-grid for communications. The Bank’s most 
recent Africa policy paper argued that the “success of Information and 
Communications Technology (ICT), especially mobile phone penetration, shows 
how rapidly a sector can grow. It also shows how the public sector can set the 
conditions for the exponential growth of a vital industry that could transform the 
continent.” 58  
 
The reality is less encouraging. Although Africa is better with cellphones than it was 
without (say, fifteen years ago), the actual performance of the industry reveals 
telling weaknesses. These include the role of multinational capital in sucking out 
profits and dividends, the lack of genuine competition (collusion is notorious even 
in the largest economy, South Africa), relatively high prices for cellphone handsets 
and services, and limited technological linkages to internet service. 
 
In 2010, a report (“Towards Evidence-based ICT Policy and Regulation”) by 
Johannesburg researchers Enrico Calandro, Alison Gillwald, Mpho Moyo and 
Christoph Stork unveiled a host of ICT deficiencies, because although “the mobile 
market, has experienced significant growth, outcomes have been sub-optimal in 
many respects.” 59 For example, the authors argue, cellphone penetration “figures 
tend to mask the fact that millions of Africans still do not own their own means of 
communication.” Moreover,  
 

 Africa continues to lag behind other regions both in terms of the percentage 
of people with access to the full range of communications services and the 
amounts and manner in which they can be used – primarily as a result of the 
high cost of services;  

 the cost of wholesale telecommunication services as an input for other 
economic activities remains high, escalating the cost of business in most 
countries; 

 the contribution of ICT to gross domestic product, with some exceptions, is 
considerably less than global averages; 

 national objectives of achieving universal and affordable access to the full 
range of communications services have been undermined either by poor 
policies; 

 as a general trend across the continent, while the voice divide is decreasing, 
the Internet divide is increasing and broadband is almost absent on the 
continent; and 

 the fixed-line sector continues to show no signs of recovery as most countries 
experienced negative growth between 2006 and 2008. 
 

Indeed for nearly all of Africa, cellphone penetration rates “remain below the 40% 
critical mass believed to trigger the network effects associated with economic 
growth” and even in more mature markets (Ghana, Kenya, Nigeria, Tunisia and 
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South Africa), “The high ‘penetration’ figures result form the use of multiple-SIM 
cards, resulting in over-counting, often by several million.” As for Africa’s internet,  
 

 broadband uptake trails even other developing regions in the world with a 
penetration rate below 2%; 

 low penetration rates are mainly a result of the prohibitively high costs of 
Internet services; 

 the landing of several undersea cables and a number of terrestrial fibre 
investment projects have led to a significant reduction in the costs of 
accessing the Internet. In some countries, the drop in wholesale prices has 
not, however, filtered to end-user prices; and 

 digital literacy and the affordability of access devices like personal 
computers, is expected to remain a challenge. 

 
The researchers conclude: “Large numbers of citizens across the continent still lack 
access to or cannot afford the kind of communication services that enable effective 
social and economic participation in a modern economy and society.” 
 
In short, the Bretton Woods Institutions’ visions of both microeconomic growth 
(dependent upon unsustainable consumer credit and uneven ICT productivity 
enhancements) and macroeconomic austerity are profoundly inappropriate. The 
only way for African elites to shake off the bad advice is to delink from the global 
financial system’s most destructive circuits, following the lead of several Latin 
American countries over the past decade, in turn following the advice of John 
Maynard Keynes in 1933.  
 

I sympathise with those who would minimise, rather than with those who 
would maximise, economic entanglement among nations. Ideas, knowledge, 
science, hospitality, travel – these are the things which should of their nature 
be international. But let goods be homespun whenever it is reasonably and 
conveniently possible and, above all, let finance be primarily national.60 

 
Conclusion: Popular protest as antidote 
 
Imposing a new round of Washington Consensus policies risks what even World 
Bank chief Africa economist Shanta Devarajan in 2009 termed “the specter of 
political instability and social unrest”. For Devarajan, “market-based reforms, which 
were painful in the first place but which African countries implemented because 
they could see the impact they were having on growth, are likely to lose political 
support because they no longer deliver results.” At the same press briefing, Bank 
Africa Vice President Obiageli Ezekwesili worried, “It is precisely in a season of 
crisis like this that African governments must stay the course of market-based 
reforms.”61 
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The possibility of African governments not taking Ezekwesili’s advice and diverting 
further into Keynesian territory, including imposing exchange controls, was 
sufficiently strong (especially in North Africa) that a journalist at the April 2011 IMF 
spring meetings dared pose it to Dominique Strauss-Kahn: “Do you have any fears 
that there is perhaps a far left movement coming through these revolutions that 
want more, perhaps, closed economies?” For Strauss-Kahn, this was a “Good 
question. Good question. There’s always this risk, but I’m not sure it will 
materialize.” But with Strauss-Kahn engaged in other extremely risky behavior that 
failed to pay off a month later in a New York Times Square hotel, it was clear that 
nothing was predictable. For Strauss-Kahn, the bottom-line slogan for his questioner 
was predictable enough: “We’re in a globalized world, so there is no domestic 
solution.”62 
 
Given how disastrous globalization has been for Africa, a “far left movement” is long 
overdue, to democratize societies (as is underway in not only Tunisia and Egypt but 
Swaziland, Uganda, Zimbabwe and other countries), to preserve natural resources 
(especially fossil fuels) and rethink the merits of extractive industries, and to meet 
basic needs and balance local economies through domestic (“import-substitution”) 
production. Only with such a movement can we move from the Bretton Woods 
Institutions’ feeble-minded hucksterism to a genuine Afro-optimism, bottom-up and 
people-powered. Until then, the global financial agencies’ desperation for an African 
success story should be taken with not a grain, but a calabash full of salt. 63 
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