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Commonwealth
Finance Ministers Report 2012-2013

The Commonwealth Finance Ministers Report is an official publication 
of the Commonwealth Secretariat – the principal executive agency of the 
Commonwealth, responsible for addressing issues of pan-Commonwealth 
significance, and for forging intra-Commonwealth and multi-stakeholder 
partnerships in key areas. 

This 2012-2013 edition of the Report includes over 40 articles 
aimed to foster debate and collaboration in the weeks preceding the 
Commonwealth Finance Ministers Meeting and annual meetings of the 
IMF and World Bank. 

We hope you find this report of interest. We would like to take the 
opportunity to thank all contributors to this timely and incisive 
publication.
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With a broad line-up
of vehicles 
specifically designed 
for harsh road 
conditions and 
varying fuel quality in 
Sub Sahara Africa, a 
well-established and 
ever expanding dealer 
network, Nissan is 
ready to participate in 
Africa’s growth. 

GLOBAL BUSINESS PLAN

In 2011, Nissan unveiled Power 88, its 
five-year business plan, which gives 
strategic direction in accelerating the 
company’s growth across new markets 
and segments. By way of explanation, 
the ‘Power’ comes from the drive to 
strengthen brand and sales, while the 
‘88’ refers to the measurable rewards for 
success – 8% global market share and 
8% sustainable operating profit. 

Driving Power 88 is a product and 
technology offensive which translates 
into the launch of 51 all-new models 
globally over the course of the plan. That 
is an average of one new vehicle every 
six weeks for the next six years. One of 
the highlights of the plan is expanded 
‘mobility for all’ through further 

strengthening the Light Commercial 
Vehicle line-up and introducing the 
right entry-level passenger vehicles 
into emerging markets. Much of that 
emerging market growth is in Africa, 
where Nissan already has a strong 
presence with a broad line-up of Light 
Commercial Vehicles and an established 
dealer network. 

“Forecasted to be the next growth 
region after China with an anticipated 
GDP growth rate of more than 5% 
per annum, Nissan views Africa 
as a strategic market in achieving 
our mid-term objectives.” says Jim 
Dando, General Manager of the global 
company’s regional operation, the 
Nissan Africa Regional Office.        

DRIVING SALES GROWTH  
IN AFRICA 

Nissan’s strategy for driving volume 
growth in Africa, builds on an 
established Light Commercial Vehicle 
heritage in Africa across a variety of 
sectors as well as to capitalise on 
greater urbanisation, coupled with an 
expanding middle class and growing 
workforce. “The growing consumer 
base in Africa will become increasingly 
motorised and Nissan aims to be at 
the forefront of initiatives to capture 
this market,” says Dando. “The entry 
segments have grown significantly since 
the global economic crisis in 2009, 
and we see an opportunity to increase 
Nissan’s market share within 
African markets.” 

Along with the fuel efficient Micra, 

launched in 2011, Nissan has also 
launched the Almera into Sub-Saharan 
African markets during the first quarter 
of 2012. For our customers living 
through these exciting times, Nissan’s 
Almera is a brand-new sedan which is 
both upmarket and stylish inside and 
out, yet sells for a great price. It echoes 
the strong global drive towards eco-
sensibility with low CO2 outputs and 
first-rate fuel consumption.

“The Almera is one of those clear-cut 
cases of when a large multi-national
company is driven in effect by its 
customers” continues Dando. “It is a 
product which answers the real-world 
demand for cars: comfortable ride, 
reliable and affordable to buy and to run, 
but classy-looking, to project the image 
of someone who’s doing well and going 
places.” With its ample interior space, 
excellent fuel efficiency and upscale 
design at mainstream pricing, the 
Almera is expected to have widespread 
appeal. Reinforcing the Light 
Commercial Vehicle range, October of 
this year sees the introduction of the 
eagerly awaited minibus and van, the 
NV350 Urvan, boasting a number of new 
design elements, convenience features 
and new 2.5l turbo diesel engine with 
increased torque and outstanding fuel 
consumption. 

STRONG NETWORK 

In addition to optimising its product 
range, Nissan will also build on its 
already strong brand in Africa, as well 
as solid service support and after sales 
infrastructure. Supporting Nissan’s new 

SHIFTING 
GROWTH IN AFRICA 
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vehicle sales in Sub-Sahara Africa is a 
well-established dealer network, which is 
currently expanding its reach to meet the 
needs of customers in outlying regions. 
This is of particular relevance in Africa’s 
booming mining sector, where the 
Nissan brand is widely represented as 
Utility Vehicles.

In mining-rich countries like Zambia, 
Tanzania, Ghana and Mozambique, 
extensive dealer networks are set up to 
ensure uninterrupted parts supply and 
reliable servicing of vehicles. 

As a long established brand on the 
African continent, from the early Datsun 
days, Nissan has been providing sales 
and aftersales services tailored to the 
needs of their customers. At any point, 
the Nissan South Africa parts warehouse 
carries inventory exceeding US$ 20 
million for vehicles sold in Africa from 
nine different manufacturing plants 
around the globe. On top of which local 
distributors keep a parts supply stock 
of a minimum of three to six months 
to ensure that customers’ vehicles are 
not kept waiting. Emergency parts are 
air freighted so that they can be on the 
ground within a week, pending customs 
and flight availability.  

Nissan is forging ahead in Africa with 
the aim of increasing it’s market share 
across key markets on the continent.

COUNTRY COMPANY CONTACT TELEPHONE NUMBER

ALGERIA Group Hasnaoui Sefiane Hasnaoui +213 2121 980306

ANGOLA TDA Nicolau Silva +244 2226 41609

BENIN Sonaec Charlemagne Anani +229 2133 1171

BURKINA FASO Sea-B Gilles Lawson +226 7138 2139

BURUNDI Old East Ulrike Ring +257 2222 2185

CAMEROON Mitcam Pierre-Marie Tchokouani +237 3342 2445

CENTRAL AFRICAN 
REPUBLIC

GACOA - SIV Robert Ngoki +236 2161 1617

CHAD CFAO Motors Chad Abderahim Djalal +235 6629 1257

CONGO Auto Transport Company Stephane Salomon +322 7249 041

DJIBOUTI Anciens Comptoirs Ries Stéphane Damblin +253 7760 9840

DRC Auto Transport Company Francois Kasyibadi +243 0818 845250

EQUATORIAL GUINEA Compagnie du Rio Ema Kamdem +240 0991 22

ETHIOPIA Nyala Motors Sh. Co. Mintesnot Tessera +251 1166 13919

GABON CFAO Motors Chad Jacques Regnault +241 0518 2400

GHANA Auto Parts Ltd Ghassan Zakhour +233 2122 2311

GHANA Japan Motors Trading Imad Ghorayeb +233 302 682220

GUINEA [CONAKRY] GSCF Alpha Oumar Diallo +224 6235 2726

GUINEA-BISSAU Mavegra Trading Luis Gomes +245 3211 529

IVORY COAST ATC Comafrique Fidele Koffi +225 0702 9496

KENYA DT Dobie Kenya Usha Nagpal +254 2069 77200

LIBERIA GBK Motors Elie Geagea +961 4404 814/5

MADAGASCAR Madagascar Automobile Hanitra Ratonga +261 2023 25454

MALAWI CFAO Malawi Peter Khamisa +265 1880 571

MALI SERA Facourou Soumare +222 5255 572

MAURITINIA CGA SA Mohamed Babati +222 6303 240

MAURITIUS ABC Motors Nitish Gungabissoon +230 2069 900

MOROCCO SIAB Nicolas Beguin +212 6612 59813

MOZAMBIQUE Motor care Martha Dos Santos +258 2131 2931/8

NIGER Babati Automobiles Ali Ahmed Babati +227 9696 3730

NIGERIA Alliance Autos Nigeria Gaurav Kaul +234 1462 7888

RWANDA ATC Felix Singama +250 7883 01188

SENEGAL Sera Herbert Horn +221 3384 93057

SEYCHELLES Sun Motors Ltd Alain Ah-Cheen +248 437 3541

TANZANIA CFAO Tanzania Wayne Macintosh +255 2228 61040

GAMBIA Shyben A. Madi Anand Dwaraka +220 7769 669

TUNISIA Adev Sarl Samir Landouisi +216 7190 4300

UGANDA Motorcare Uganda Ltd Moses Banturaki +256 3122 38217

ZAMBIA CFAO Zambia George Roberts +260 2112 43112/4

ZIMBABWE Nissan Zimbabwe Brendon Butterworth +263 4369 0306

WIDE NETWORK, SOLID SERVICE
“Nissan is poised for 

significant investment in 

the African continent.” 

Jim Dando - GM 
Nissan Africa Regional Office 
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At this time of continuing 
global stress and uncertainty 
joint Commonwealth efforts to 
understand how we can stimulate 
inclusive economic growth and 
sustainable development are more 
important than ever. Of particular 
importance is the sense of common 
purpose the Commonwealth brings 
to sharing experience and the joint 
practical action we take, especially 
with our co-ordinated approach to 
offering assistance.

The value of this has been seen 
over many years in the way that 
the Commonwealth has given its 
perspectives on global economic, 
financial, social and environmental 
developments and policy. There 
have been significant collective 
Commonwealth actions to identify 
and raise focus and interest in 
several key global issues. These 
include climate change, poverty 
reduction, multilateral debt, 

migration of skills, aid effectiveness, 
transforming economies and 
achieving sustainable development 
– particularly bearing in mind 
the vulnerability and challenges 
to growth and resilience faced by 
many small states.

Ever since the G20 first started 
as a gathering of heads of 
government, our Commonwealth 
Heads of Government Meetings 
and Finance Ministers Meetings 
have highlighted the potential for 
the Commonwealth to play an 
important role as a forum through 
which members and non-members 
of the G20 can work together on 
global economic policy issues.

The Commonwealth has been 
active, encouraging G20 leaders to 
think beyond national concerns to 
the needs of those not present at 
their table. The relationship between 
the Commonwealth and the G20 

has gone from strength to strength, 
helping to give voice to the concerns 
of the voiceless at the highest 
political levels, and reinforcing our 
message with high quality and 
innovative research and analysis. 
The five Commonwealth members 
of the G20 (South Africa, Australia, 
India, UK and Canada) have worked 
closely to build the Commonwealth’s 
advocacy, relevance and practical 
engagement with the G20.

At the Commonwealth Heads 
of Government Meeting 2011, 
Australia proposed and leaders 
agreed to start an annual 
Commonwealth Dialogue on 
the G20 Development Agenda. 
Leaders also agreed to continue to 
urge the G20 to address current 
economic instability and to 
take concrete steps to put open 
trade, jobs, social protection and 
economic development at the 
heart of the recovery.

Foreword
Kamalesh Sharma 

Commonwealth Secretary-General 
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Under Mexico’s 2012 G20 
Presidency the extent to which 
Commonwealth-G20 relations 
have developed was demonstrated 
when the informal meeting of the 
G20 Development Working Group 
was held at the Commonwealth’s 
London headquarters. The 
presence at that meeting of all 
G20 members further reinforced 
the Commonwealth Secretariat’s 
role as an important partner in the 
Group’s work. 

Through our political level and 
technical level engagement, we 
have added profile and relevance 
to the G20’s deliberations on key 
challenges – from debt to trade 
to climate change, sustainable 
development, economic resilience 
and innovative approaches to 
financing development.

We have a similarly close and 
fruitful relationship with the 

United Nations Conference on 
Trade and Development, the 
World Trade Organization and the 
International Trade Centre, bodies 
that are at the heart of multilateral 
efforts to create improved 
conditions for global trade. As 
Commonwealth Secretary-General 
I regularly meet the heads of those 
organisations to advance common 
goals, and particularly with the very 
practical purpose of strengthening 
co-operation between them and 
the trade-related capacity we are 
building in the Commonwealth 
Small States Office which we 
opened in Geneva earlier this year.

Co-operation among our member 
governments, and our collaboration 
with a range of partners, is of 
particular importance as we move 
ahead with the implementation of 
initiatives for reform and renewal 
agreed at the 2011 Commonwealth 
Heads of Government Meeting 

- including the new strategic 
plan currently being developed 
to take forward the work of the 
Commonwealth Secretariat.

Articles in this Commonwealth 
Finance Ministers Report 2012 
help set the context within 
which Commonwealth countries 
can seek to take action, both 
collectively and individually, that 
will help overcome financial 
vulnerability and build economic 
resilience. Striking examples 
are given of the ways in which 
the Commonwealth engages, 
usually without fanfare, in order 
to promote the prosperity and 
financial inclusion of citizens 
across our worldwide family. It is 
this advancement of their welfare 
and their social and economic 
development, through democracy 
and respect for diversity, which 
gives the Commonwealth its 
purpose and continuing dynamism.

Co-operation among our member 
governments, and our collaboration with a 
range of partners, is of particular importance 
as we move ahead with the implementation of 
initiatives for reform and renewal.
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World Economic Outlook

The global financial and economic 
crisis, reflecting its underlying 
nature, had a more destructive 
impact on the most advanced 
economies with highly developed 
financial systems - a pattern 
mirrored in the experiences of 
Commonwealth members. Five 
years after its onset, the crisis 
continues to cast a pall on the 
global economy, which remains 
dangerously unbalanced and in need 
of prudent stewardship. Addressing 
the challenges posed by this legacy 
requires an understanding of the 

underlying causes of the crisis and 
the appropriate policy responses. 
The crisis reflected fundamental 
policy failures - errors that can be 
corrected - rather than a failure of 
the market system or of the open, 
dynamic international financial and 
economic system erected over the 
past 60 years.

This system is under threat, 
however - international co-
operation is needed to avoid the 
pitfalls that could undermine 
global growth and development. 

The Commonwealth could play a 
supporting role in efforts to secure 
global rebalancing and promote 
sustained growth.

The causes of the crisis

However convenient it is to 
identify one factor as the source 
of a problem and assign blame to 
it, this often gives quite the wrong 
answer. This is the case in some 
explanations of the global financial 
crisis. The crisis reflected a complex 
interaction of factors, some unique 
to a particular country, while others 

Five years

after the crisis

James Haley, Director of the Global Economy Program at 
The Centre for International Governance Innovation (CIGI), 
reviews the factors that contributed to the global financial and 
economic crisis, and calls for global rebalancing to promote 
sustained growth.
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were shared by a range of countries. 
These factors can be divided into 
two broad groups.

Macroeconomic 

imbalances

The first group of factors is 
macroeconomic imbalances. In 
some respects, the global financial 
crisis was the culmination of a 
remarkably benign period of strong 
global growth and historically low 
interest rates, which encouraged 
very strong credit growth and 
weakened risk assessments.

The lack of policy 
adjustment indicates 
a need to reinforce 
the global financial 
architecture to ensure 
better early warning 
systems.  

This combination of credit growth 
and risk assessments contributed to 
domestic imbalances, most notably 
asset price bubbles in housing 
markets. These bubbles were present 
in a number of countries, but 
were most prominent in the USA, 
where rapidly rising house prices 
fuelled consumption and increased 
homeowner indebtedness, as 
households borrowed against inflated 
homeowners’ equity. The system 
became progressively more fragile, as 
high debt loads rendered households 
more vulnerable to increases in 
interest rates, which increased 
mortgage defaults, as monetary policy 
tightened in 2006-2007 to contain 
inflationary pressures. 

In hindsight, monetary policy may 
have contributed to the formation 

of these bubbles by fostering 
complacency before the crisis, as 
dis-inflation or deflation in traded 
goods (reflecting the integration of 
major emerging market economies) 
masked growing imbalances in the 
non-traded, services sector of the 
economy. If the process of  ‘re-
normalising’ monetary conditions 
following the collapse of the dot-
com bubble earlier in the decade 
had begun sooner, subsequent 
imbalances might have been smaller.

At the same time, broad 
macroeconomic factors in the 
global economy fuelled imbalances 
and aggravated the fragilities in 
the system. In particular, fixed 
or heavily-managed exchange 
rate regimes in a number of 
emerging economies led to the 
accumulation of large reserve 
holdings and financed large US 
current account deficits. These 
reserves were invested in US 
dollar assets issued by the Treasury 
and US government-sponsored 
enterprises such as the mortgage 
entities known as ‘Fannie Mae’ 
and ‘Freddie Mac’. In this respect, 
foreign purchases of US assets kept 
long-term US interest rates down, 
allowing both the consumption 
binge and the housing market 
bubble to continue.

These frameworks were 
maintained despite growing 
external imbalances and calls by 
the International Monetary Fund 
(IMF) for policy adjustments from 
all major players to avoid disorderly 
financial market movements. At the 
time, it was widely believed that the 
adjustment, when it came, would 
be through large, discontinuous 
movements in exchange rates. 
In hindsight, it is clear that the 
imbalances were fuelling domestic 
imbalances and systemic problems 
in the financial system of the 
country at the very core of the 
global economy. Nevertheless, the 
lack of policy adjustment indicates 

a need to reinforce the global 
financial architecture to ensure 
better early warning systems and 
overall strengthening in the IMF’s 
surveillance activities and more 
power behind its policy advice to 
member countries.

The microeconomic 

perspective

These macroeconomic imbalances 
were complicated and compounded 
by a series of microeconomic 
weaknesses, largely stemming 
from financial innovations. These 
represent the second broad group 
of factors underlying the crisis - 
microeconomic distortions - which 
include:

 The development and 
widespread use of 
securitisation, whereby financial 
institutions originate assets (e.g. 
sub-prime mortgages), then 
repackage and sell (distribute) 
claims on them to individual 
investors, creating an incentive 
for fraud that led to a basic failure 
of due diligence in assessing 
creditworthiness.
 The reliance placed on credit 
rating agencies to evaluate 
the risk of the various credit 
‘tranches’ or claims on the pool, 
which was dependent on the 
truthful reporting of credit 
histories.
 The emergence of shadow 
banking and regulatory 
arbitrage by investment banks 
to use their capital to create 
large pools of assets that were 
subsequently sold to related 
special purpose subsidiaries - 
‘structured investment vehicles’ 
(SIVs). Because SIV assets were 
held off the balance sheets 
of regulated banking entities, 
insufficient capital was held 
against the potential risk that 
the value of the asset pool might 
decline and come back on 
balance sheets.
 The development of complex 
financial instruments, which 
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led to fundamental uncertainty 
about their potential risks. 
Without this basic information, 
it was difficult for even the 
most prudent banker to provide 
adequately for potential adverse 
contingencies.
 The search for yield - or the 
desire by investors to seek out 
higher yielding assets, driven by 
the low interest rate environment 
- led to the development of 
credit enhancement instruments, 
especially credit default swaps, 
that allowed regulated financial 
institutions to hold riskier assets 
offering higher yields.

In theory, the financial innovations 
that preceded the crisis would 
allow fiduciaries to earn higher 
rates of return for their customers 
and extend credit to those who 
would otherwise be unable to access 
credit markets. But in practice, they 
contributed to excessive risk-taking 
and imprudent borrowing. To some 
extent, these effects reflect the fact 
that markets were developing faster 
than the capacity of the regulatory 
authorities to keep pace. The 
conscious policy decision to allow 
credit default swap markets to self-
regulate, however, led to an inverted 
pyramid of credit risk exposure 
resting on a very small capital base.

The impact of the crisis

The shortage of bank capital very 
nearly triggered a potentially 
catastrophic failure of global credit 
markets. As the crisis accelerated 
following the failure of Lehman 
Brothers in September 2008, 
concerns about banks’ under-
capitalisation spread, and inter-
bank lending declined as counter-
party risk increased - unable to 
evaluate the quality of their own 
portfolios, banks cut lending to 
correspondent banks. This posed 
an immediate and perilous threat 
to the global economy because 
of the role banks perform in 
facilitating transactions.

The shortage of  
bank capital very 
nearly triggered a 
potentially catastrophic 
failure of global credit 
markets. 

Inter-bank lending is, in a sense, 
the foundation for the entire credit 
system. If this foundation crumbles, 
the complex structure built on it 
collapses and the financial system 
becomes dysfunctional. In these 
circumstances, even highly-rated, 
non-financial firms with no direct 
connection to sub-prime mortgages 
and other credit problems may be 
unable to raise money. Firms that 
are incapable of raising working 
capital to cover the costs of inputs 
and wages have no alternative but 
to lay off workers. That was the 
situation in late September and 
early October 2008.

Not all countries were affected 
equally, however. The effects of the 

crisis were far more pronounced 
on advanced economies that 
had allowed self-regulation, or 
lightly regulated the development 
and practice of new, complex 
financial innovations. Countries 
that exercised greater regulatory 
supervision - such as Australia 
and Canada - or which did not 
experience the same degree of 
financial innovation, did not suffer 
to the same extent. Reflecting 
these effects, the experience of 
Commonwealth members suggests 
that developing countries with 
basic financial systems that focus 
on intermediating between net 
savers and net borrowers fared 
much better than did their high 
income partners (see Figure 1).

As has been observed elsewhere, the 
legacy of the crisis has revealed new 
fault lines in the global economy 
(see Raghuram Rajan, Fault Lines: 
How Hidden Fractures Still Threaten 
the World Economy, 2010). Many 
advanced economies are struggling 
with increased public debt levels 
that either reflect excessive 
risk-taking and imprudent 
borrowing before the crisis, or the 
extraordinary policy responses to 

Source: Andrew Burns, “The Financial Crisis and the Developing Countries of the Commonwealth,” 
Commonwealth Finance Ministers. Reference Report 2010.

Figure 1: A comparison of GDP growth rates comparing 
Commonwealth with the rest of the world.
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support output and employment 
during the crisis. At the same time, 
most industrial countries face 
looming demographic challenges 
as ageing populations constrain 
labour force growth; therefore, their 
prospects for growth going forward 
are limited, even as they confront 
the challenge of sustaining fiscal 
adjustment over the medium term. 
Meanwhile, for some European 
countries that have delegated 
monetary policy to a supranational 
institution through monetary 
union, the immediate threat is the 
depressing effect of fiscal austerity 
on output and employment.

In comparison, most developing 
countries and newly industrialising 
economies emerged from the 
global financial and economic crisis 
both more confident and more 
determined to shape policy at 
international financial institutions 
and forums such as the G20 and 
the Financial Stability Board. This 
response is entirely legitimate, given 
their increasing relative importance 
in the global economy. But increased 
influence in global governance must 
be accompanied by an acceptance 
of, and joint responsibility for, 
the obligations with respect to 
the provision of key global public 
goods, including international 
financial stability. In this respect, 
policy frameworks that might 
have been appropriate before the 
crisis, and were a source of stability, 
may now bring on instability. The 
threat of asset price bubbles and 
inflation in countries that have tied 
their exchange rates to an external 
monetary anchor is a key concern, 
given that anchor countries adopted 
very expansionary monetary 
conditions that are appropriate for 
them, but are wholly inappropriate 
for other countries.

Balancing for growth

Five years later, the crisis continues 
to cast a pall on a global economy 
that remains dangerously unbalanced 

and threatened by new fragilities. 
In these circumstances, the goal 
should be a timely rebalancing 
of global demand that promotes 
strong, sustained and balanced 
growth, consistent with the G20’s 
Mutual Assessment Process. Such a 
rebalancing would reduce the risk 
of inflation in countries that did 
not experience a severe downturn 
in the crisis, and dissipate the 
threat of deflation/disinflation in 
countries that need to undertake 
difficult, sustained fiscal adjustment. 
Failure to secure these fundamental 
adjustments could cloud global 
economic prospects and undermine 
support for the open, dynamic 
international financial and economic 
system erected over the past 60 years, 
and which has raised living standards 
for so many around the globe.

Five years later, the 
crisis continues 
to cast a pall on a 
global economy that 
remains dangerously 
unbalanced and 
threatened by new 
fragilities.  

The international co-operation 
needed to preserve this system 
requires prescient leadership - 
but, worryingly, the effects of the 
crisis have tarnished the cachet of 
leadership that major industrial 
countries enjoyed for much of 
the past half-century, while newly 
industrialising countries that have 
found the confidence to articulate 
their interests may yet be unprepared 
to exercise the leadership needed in 
international councils.

Failure to secure 
these fundamental 
adjustments could 
cloud global economic 
prospects. 

The Commonwealth could play a 
supporting role in efforts to secure 
global rebalancing and promote 
sustained growth, by bringing 
countries of differing size and 
levels of development together, 
drawing on the shared history 
of its members. This requires 
agreement on the underlying 
causes of the global financial and 
economic crisis, and a consensus 
on the appropriate policy 
responses. The crisis reflected a 
range of factors, some unique to 
a particular country and others 
shared, which can be divided into 
two broad groups.

 
James Haley is Director of the 
Global Economy Program at CIGI 
in Waterloo, Canada, overseeing the 
research direction of the programme. 
 
The Centre for International 
Governance Innovation (CIGI) is 
an independent, nonpartisan think 
tank on international governance. 
Led by experienced practitioners 
and distinguished academics, CIGI 
supports research, forms networks, 
advances policy debate and generates 
ideas for multilateral governance 
improvements. 
 
CIGI, 57 Erb St. West,  
Waterloo, ON 
Canada N2L 6C2 
Tel: +1 519 885 2444 
Fax: +1 519 885 5450 
Web: www.cigionline.org
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Current economic 

situation

The economy of Saint Lucia 
has proven resilient in the face 
of various global and domestic 
challenges and constraints. While 
grappling with the effects of the 
global economic recession, volatile 
food and energy prices and high 
unemployment, the performance 
of the main productive sectors 
was further impeded by a severe 
drought and a devastating hurricane 
in 2010 and an outbreak of crop 
disease in 2011. Despite these trying 
circumstances, real GDP grew by 
0.6 per cent in 2010 and 1 per cent 
in 2011. Growth was led by the 
hotel and restaurant, construction, 
distributive trade, real estate and 
business service sectors during 2011.

Against the constraints of limited 
resources and a narrow revenue 
base, the government, with the 
use of prudent polices and timely 
interventions navigated the maze 
of challenges and succeeded in 
mitigating the impact on the 
economy. However, the cost of 
some of these interventions has led 
to growing fiscal deficits and rising 
public debt. This has spurred on 
the Government of Saint Lucia to 
engender creative and ingenious 

policies to place the economy back 
on a path of sustainable growth 
and development to increase its 
resilience and viability. 

The government, 
with the use of 
prudent polices and 
timely interventions 
navigated the 
maze of challenges 
and succeeded 
in mitigating the 
impact on the 
economy. 

Medium term vision and 

objectives

“To be an innovative and 
industrious nation, grounded in the 
principles of patriotism, integrity, 
and good governance, striving 
towards sustainable and equitable 
development for all.”

The vision of the Government 
is to develop an economy that 
will strengthen and consolidate 
the traditional sectors while 
producing and delivering new 
and improved goods and services 
and utilising new production and 
service delivery systems, methods 
and techniques. This restructured 
economy will generate 
new sources of income and 
employment based on the most 
competitive levels of knowledge, 
skill and productivity. 

Objectives over the medium term: 
Continued investment in 
the development of high-
end tourism products such 
as adventure tourism, nature 
based tourism, cultural 
tourism, conferences and 
community tourism.
A deliberate emphasis on high 
value agriculture, focusing 
on the food industry, agro-
processing and horticulture 
targeted at the domestic, 
regional and international 
markets.
Development of the creative 
industries in areas such as music 
and the performing arts, arts 
and craft, writing, poetry and 
publishing, film, photography, 

Ministry of Finance, Economic  

Affairs & Social Security, 

Government of Saint Lucia

The role and mandate of Saint Lucia’s Ministry of Finance is encapsulated in its 
mission statement: “To oversee and co-ordinate the planning and management of 
the country’s resources, including those from external sources, utilising suitable 
consultative measures to deliver a high quality of service to the public, and to 
contribute to the formulation of the appropriate policies in order to accelerate 
social and economic development.”

Organisation Profile
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computer software and web and 
graphics development.
Support for the development 
of a vibrant ICT sector, with 
the possibility of new exports 
but also for productivity 
improvements in the domestic 
economy.
The creation of a new 
renewable energy sector.
Renewed emphasis on the 
international financial services 
sector.

Additionally, the government is 
committed to:

Fiscal consolidation.
Improving public revenue 
including compliance and 
administration.
Sensible management of deficits 
and debt including a focused 
debt management strategy.
Improvement in the 
productivity and transparency 
of public expenditure.
Strengthening the institutional 
framework for accountability.
Protection of the poor and 
vulnerable through fair and 
balanced fiscal measures. 
Linking wages and 

productivity in the public and 
private sectors.

In meeting its objectives the 
government has embarked on the 
following initiatives in the short term:

Implementation of various 
job creation measures to curb 
unemployment such as the 
Short Term Employment 
Programme, Youth 
Agricultural Entrepreneurship 
Programme and Single 
Mother’s Employment 
Programme.
Implementation of VAT, a 
policy aimed at broadening 
the tax base and simplifying 
and improving tax collection.
Revision of the Fiscal 
Incentives Act and renewal 
of fiscal incentives for the 
manufacturing and tourism 
sectors to provide support 
for current enterprises and to 
attract additional investment.

The government also intends 
to foster business development 
and improve the business 
environment by:

Improving the climate for 

doing business in Saint Lucia.
Establishing a commercial 
court to improve the efficiency 
of dealing with disputes in the 
business sector.
Creating a Business Incubation 
Programme - a framework 
for providing enterprise 
development and growth 
support to start up and existing 
businesses.
Establishing a National Trade 
Export Promotion Agency 
with the mandate to: expand 
economic diversification and 
stimulate growth through 
exports; strengthen small 
and medium enterprises and 
increase their contribution to 
national economic development; 
enhance the competiveness of 
exports; and strengthen linkages 
among key economic sectors.

3rd Floor, Financial Centre,  
Bridge Street, Castries, Saint Lucia, 
West Indies
Tel: +1 758 468 580
Fax: +1 758 451 9231
Email: info@finance.gov.lc
Web: www.finance.gov.lc

The Castries Harbour



Commonwealth Finance Ministers Report 201220

World Economic Outlook

The global economy is facing a 
period of increased economic 
uncertainty and volatility. 
Whilst governments have a 
variety of options to deal with 
such global uncertainty at the 
national level, the strengthening 
of institutional arrangements to 
enhance the efficiency by which 
the various resources are utilised 
is a particularly powerful one. A 
core challenge for small and poor 
countries is that they have little 
choice but to specialise in niche 
areas such as tourism or fair trade 

agriculture. But such specialisation 
also carries a risk in that it makes 
them more exposed to shocks 
such as a food price shock. The 
implication is that they need to 
invest in coping and escaping from 
crises through innovation and 
efficiency improvements, whilst 
maintaining a discrete specialisation 
strategy. Policy makers in small 
and vulnerable states should search 
for conducive institutional factors 
behind innovation, including a 
responsive private sector, a flexible 
civil service and enhanced dialogue 

between states and business to 
overcome market and government 
failures that is ready to share risks 
to engage in risky strategies.

The global economy is facing 
major economic uncertainty. Some 
uncertainty is short term. The recent 
drought in the US has pushed up 
corn prices to record high levels. 
Oil prices have increased by nearly 
a third in the last few months 
related to geopolitical threats. Some 
uncertainty will be medium term. 
The Eurozone crisis 

Government responses to 

economic uncertainty 

Dirk Willem te Velde at the Overseas Development 
Institute examines how governments could best respond 
to economic uncertainty, specifically within small, poor and 
vulnerable economies.
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Policy makers in 
small and vulnerable 
states should search 
for conducive 
institutional factors 
behind innovation. 

is not going to solve itself easily 
and a period of fiscal consolidation 
and deleveraging will continue to 
put a drag on European growth. 
This is also affecting emerging 
powers such as China and India 
which are currently slowing 
down considerably with knock-
on effects for poorer countries. 
Other uncertainty is of a long-term 
nature: increased global scarcity of 
land, water and carbon space might 
be pushing up agricultural prices in 
coming decades.

Reducing global 
uncertainty is 
normally not a 
possibility for SVEs 
as they lack the 
influence to do so. 

Small and vulnerable 

economies

Much of this economic uncertainty 
affects the poorest and smallest 
countries most through reduced 
incomes, investment and trade. 
Small and Vulnerable Economies 
(SVEs) are relatively open to the 
global economy in areas such 
as food trade (see figure 1). The 
Commonwealth SVEs category 

includes Samoa, Tonga, Maldives, 
Antigua and Barbuda, Dominica, 
St Vincent and the Grenadines, 
Barbados, Bahamas, Jamaica, Malta, 
Mauritius, Botswana and Belize. 
Of course, some SVEs might be 
net exporters of commodities, 
e.g. Trinidad and Tobago is rich 
in oil, but as a group Small 
Island Developing States (SIDS) 
(and especially the sample of 13 

Commonwealth small states which 
report data) are net food and 
energy importers (see figures 1 -2). 

Many shocks affect small 
and vulnerable countries 
disproportionally more, but not all. 
For example, small states are less 
well linked into emerging markets 
than other developing countries, 
so the current slowdown in China 

Source: UN Comtrade, WDI

Source: UN Comtrade, WDI

Export    Imports    Net trade

Figure 1. Food trade and food trade balance as % of GDP, 2010, 
by country group

Figure 2. Energy trade and food trade balance as % of GDP, 
2010, by country group
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might affect them less compared 
to countries such as Zambia, DR 
Congo and Sudan that have begun 
to depend more heavily on China 
for trade and finance. Only slow 
progress has been made in accessing 
markets in emerging powers. In 15 
out of 20 Commonwealth small 
states for which we had data, the 
share of total exports going to 
G20 developing country members 
has increased over 2001-2009, so 
emerging markets have become 
more important for small states. 

Countries 
need targeted 
diversification  
in the right  
products. 

However, emerging markets are 
not as important a destination for 
Commonwealth small states as for 
other low income countries. For 
example, the share of US imports 
from small states was 0.6 per cent in 
2009 and this was only 0.14 per cent 
of Chinese imports. Low income 
countries as a group are more 
important for China in absolute and 
relative terms, as these percentages 
are 1.5 per cent and 1.3 per cent for 
US and Chinese imports from low 
income countries.

Five point strategy

Faced with a greater level of 
exposure to shocks, small and 
vulnerable countries need to 
develop an effective strategy to deal 
with uncertainty and become more 
resilient. In general, there are five 
ways in which governments can 
address uncertainty: 
1. Reducing uncertainty and 

the occurrence of shocks at 

global level.
2. Reducing the country-

exposure to a global shock 
(avoiding a crisis at country 
level).

3. Macro-economic management 
(insuring against a crisis and 
improving resilience).

4. Social protection (coping 
with a crisis though social 
resilience).

5. Growth and productivity 
enhancement policies 
(escaping from a crisis).

We consider the importance of these 
policy responses for SVEs in turn. 

Reducing uncertainty at  
global level
This first option is normally not 
a possibility for SVEs as they lack 
the influence to do so, although it 
would be in their own interest if 
they too demanded e.g. financial 
sector, budgetary and structural 
reforms in the Eurozone or more 
energy efficiency globally. Natural 
disasters with large economic 
consequences such as hurricanes or 
drought will be even more difficult 
to influence.

Reducing the country-
exposure to a global shock
It is, however, more in the control 
of national governments to reduce 
country level exposure, e.g. by 
reducing global financial links 
to crisis affected countries (but 
this may be expensive in terms of 
forgone finance in good times) 
or diversifying the economy so 
that commodity specific shocks 
can have fewer direct effects in 
relative terms. Diversification has 
its advantages and disadvantages. 
The advantages include that a 
portfolio diversification strategy 
reduces the risks of commodity 
specific shocks (e.g. Uganda’s 
regional exports held up much 
better than Uganda’s exports 
to developed countries directly 
affected by the global financial 

crisis; Mauritius’ ICT export 
revenues held up better than its 
tourism revenues). But it might 
also be costly to diversify and 
too much diversification might 
mean it is not possible to reap 
economics of scale or scope in 
production, or to learn-by-doing 
through specialisation. Countries 
need targeted diversification in 
the right products.

Macro-economic management 
Macro-economic management is a 
major issue frequently highlighted 
by bodies such as the International 
Monetary Fund. High external 
reserves and low government debt 
enables a counter cyclical stimulus. 
During the global economic crisis 
of 2008/9, Mauritius and St Lucia 
were hit by similar shocks but 
because Mauritius had a better 
fiscal position built over a number 
of years it was able to introduce a 
countercyclical growth enhancing 
stimulus whilst St Lucia was not. 
The effect is that countries that 
have built up reserves in good years 
can engage in a counter cyclical 
stimulus. Over recent years the IMF 
has loosened up its policy on deficit 
financing in times of crises.

Social protection 
will be an important 
response for small and 
vulnerable countries 
as a coping strategy. 

Whilst building up buffers is a 
means of self-insurance, not all 
countries get around doing it 
because of populist demands. It 
can also be expensive: if you build 
up reserves now, you cannot use 
the resources on growth enhancing 



www.commonwealthministers.com 23

spending such as infrastructure 
or skills enhancement. An 
alternative is to buy in insurance 
from international markets for 
a risk premium. The Caribbean 
Catastrophe Risk Insurance 
Facility works on this basis, 
providing liquidity finance 
recovery from shocks after a 
crisis has hit. Donors can help 
the poorest and most vulnerable 
further through the availability of 
shock financing.

Social protection
This will be an important 
response for small and vulnerable 
countries as a coping strategy. 
At best, such policies can help 
to protect critical investment in 
growth assets (e.g. livestock, or 
education of children) that may 
protect long-run development. At 
worst, though, social protection 
provides an expensive short term 
boost that can provide a drag on 
future growth. When targeted 
well, social protection and macro-
economic measures will protect 
future growth; but when targeted 
poorly, such measures simply add 
to the problems. This leads us to 
the next and final option to deal 
with uncertainty.

Growth and productivity 
enhancement policies
One response to uncertainty is for 
a country to absorb the shock and 
to introduce the right growth and 
productivity measures to escape 
the shock. It might be difficult to 
be prepared for all possible types 
of uncertainty ex-ante, but the 
ability to innovate and increase 
the efficiency by which we use 
the most scarce resource at the 
time of the shock might help 
countries to deal most efficiently 
with uncertainty. If for example 
there is a sustained period of high 
oil prices, investment in energy 
efficiency and renewable energy 
provision takes on increased 
importance. If preference erosion in 

commodities such as sugar provide 
new uncertainty for previously 
protected ACP exporters, cost 
reduction in sugar production and 
diversification into other activities 
will be important. Flood and 
hurricane resistant buildings will be 
better to withstand natural shocks. 
Sustainable food consumption, 
efficient food storage and waste 
reduction will be important 
strategies when food prices are 
high or volatile. The ability to 
break into new product markets is 
a key component of an innovation 
strategy when traditional European 
markets are retracting. Moreover, 
a diversified economy will reduce 
the exposure of a country and may 
enhance export revenues and hence 
strengthen reserves.

Targeted innovation and efficiency 
enhancements will therefore be a 
core element in countries’ 

A diversified 
economy will reduce 
the exposure of a 
country and may 
enhance export 
revenues and hence 
strengthen reserves. 

strategies to deal with uncertainty. 
How can countries improve on 
this? Generally, the process of 
innovation, technical change and 
productivity enhancements is 
littered with market, co-ordination 
and governance failures. States and 
businesses cannot deal with this 
in separation, but need to work 
together in consultation to remove 
the most binding constraints to 
innovation and share risks. These 

require good quality skills and 
effective institutional arrangements 
such as well organised private 
sector associations and a responsive 
civil service with a certain level of 
embedded autonomy from elite 
capture and that can plan ahead in 
the general interest of the country. 
Mauritius, Singapore and Dubai 
are examples of countries that 
have continued to innovate in the 
face of shocks and uncertainty. 
There are other examples. We 
do not need to assume that such 
countries will remain exceptions 
and a changed mindset that can 
address market, co-ordination and 
governance failures in the process 
of innovation and efficiency 
improvement should be part of any 
strategy to cope with uncertainty.

Dr D irk Willem t e Velde is the 
Head of the International Economic 
Development Group at the Overseas 
Development Institute.  He has 
published widely on macro-economic 
shocks and developing countries. He has 
advised successive G20-Commonwealth 
outreach meetings and leads the 
enhancing productivity in low income 
countries theme of the Directorate for 
the DFID-ESRC Growth Programme 
(DEGP).
 
The International Economic 
Development Group at the Overseas 
Development Institute aims to 
influence events in the international 
arena that affect development. It 
achieves this by undertaking high 
quality innovative research in areas 
relevant to contemporary policy debates, 
and making the results accessible to 
opinion formers and policy makers. 
 
Overseas Development Institute
111 Westminster Bridge Road
London, SE1 7JD, UK
Tel: +44 (0)20 7922 0300 
Fax: +44 (0)20 7922 0399 
Email: odi@odi.org.uk
Web: www.odi.org.uk
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Alamine Ousmane 
Mey
Minister of Finance
Cameroon 

Situated between the equator and 
the tropics, Cameroon connects 
the Atlantic ocean, Lake Chad 
and the Congo basin. Nicknamed 
‘Africa in miniature’ Cameroon is 
characterised by a huge variety of 
vegetation and climatic conditions. 
The predominantly wet and 
dense tropical forests of the south 
gradually give way to the arid 
savannas of the north that are 
subject to the encroaching desert 
from the far north.

Cameroon has a GDP of 
US$22,478 billion, a per capita 
income of US$1,100 and a 
Human Development Index of 
0,497(World Bank 2007). The 
proportion of the population living 
below the poverty line stands at 39 
per cent while the unemployment 
rate stands at 5 per cent and the 
under employment rate at 70 per 
cent. The GDP growth rate is 4.7 
per cent while the inflation rate has 
been held down to 2.9 per cent.

Major cash crop exports include 
cocoa, coffee, cotton, palm oil, 
banana and rubber. The subsoil 
is rich in minerals that can be 
potentially exploited like cobalt, 

iron ore, uranium, gold and 
diamond. Petroleum exports 
represent about 20 per cent of 
all exports. Logging is also an 
important activity though exports 
are allowed only after minimal 
transformation.

Economic strategy 

The late 1980s saw Cameroon, 
like many other African countries 
whose economies heavily 
depended on exports, descend into 
a deep economic crisis. However 
economic progress and growth is 
now being seen.

The government has 
undertaken certain 
measures to boost 
the activities of the 
private sector.  

Between September 1988 and 
June 2000 the State of Cameroon 
signed five structural adjustment 
programmes with the IMF that were 
intended to stabilise public finances 
and put the economy back on track. 
The 5th programme was successful 
and opened the way for Cameroon 
to be admitted into the initiative for 

debt reduction reserved for Heavily 
Indebted Poor Countries (HIPC). 
In April 2006 Cameroon was 
admitted into the HIPC initiative 
thereby permitting other multilateral 
and bilateral partners to substantially 
reduce Cameroon’s debt. The total 
debt relief obtained through this 
initiative is valued at US$1,267 
billion. 

With the weight of debt servicing 
lifted, the state of Cameroon 
decided to take advantage of its 
new found credibility to implant 
a solid foundation in search of 
ways and means of ensuring 
economic growth.

Current activities

The Growth and Employment 
Strategy Paper is an integrated 
framework for a medium term 
sustainable human development and 
it describes the country’s progress 
towards achieving the Millenium 
Development Goals (MDGs) and 
realising its vision, that of making 
Cameron a middle-income country 
(per capita income between US$ 
3706 - $11455) by the year 2035.

This vision can be realised only 
if growth figures attain two 
digits - and only a vibrant private 
sector can guarantee such growth. 
The government has therefore 
undertaken certain measures to 
boost the activities of the private 
sector. These inc lude:

Ministry of Finance, Cameroon

Cameroon’s Ministry of Finance develops and implements the state’s financial 
policies, prepares the national budget and manages the fiscal and monetary 
position of the state.

Organisation Profile
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Creating a business 
environment
The National Agency for the 
Promotion of Investments has 
become operational and provision 
has been made for tax incentives - 
especially for developmental projects, 
and the judicial system has been 
completely overhauled. The one stop 
shop at the seaport is bringing down 
delays to the barest minimum.

Investment in energy, 
transportation and 
communication 
Work has began on three out of ten 
dam projects with an objective of 
attaining a generation capacity of 
3,000MW by 2020. Plans have also 
been laid to tar 2,175 miles of roads 
by 2040 and 1,600km of railways 
in compliance with international 
norms and standards. A mobile 
phone company is about to be 
granted a license with the effect of 
bringing down phone bills while 
the country’s internet system has 
been connected to the optic fiber 
backbone for rapid and cheaper 
access to the net.

Better circulation of capital
Strategies include a law on the 
organisation of leasing, a decree 
relating to the organisation and 
function of the deposits and 
consignment fund and the putting 
in place of two specialised credit 
institutions - CARFIC and 
BCPME - which aim to finance 
agricultural and small and medium 
sized enterprises.

Economic and 

financial prospects

From 2012 the prospects are very 
promising. In the real sector, growth 
will be stronger and sustainable - 
more than 5 per cent underpinned 
by the following factors:

The primary resources sector 
will benefit from the maturation of 
various agricultural revival projects, 

the strong sub-regional demand and 
the granting of new sales of timber.

The manufacturing sector 
will benefit from better electricity 
supply within the next seven year 
term due to the construction of 
the various planned dams. This 
availability of electric power will 
boost the value added in the 
agro-industrial and manufacturing 
sectors and help boost construction 
and public works.

The service sector remains the 
engine of economic growth. Its 
progression will be particularly 
driven by the dynamism of 
transport and telecommunications. 
The effective start of major 
infrastructural projects should 
stimulate a new dynamic in the 
restaurants, hotels and other 
commercial services. 

Foreign trade would be 
dominated by a substantial increase 
in imports of capital equipment 
in connection with the major 
infrastructural works but also with 
an improvement in exports of 
agricultural products subsequent 
to the maturation of the various 
projects aimed at increasing 
production and products of 
manufacturing industries.

In the monetary sector foreign 
assets are expected to witness 
a slowdown or a regression in 
relation to the large projected 

increase in imports of capital 
goods within the framework of the 
major projects. The latter should 
increase the volume of credits to 
the economy. As a result of these 
developments, money supply would 
be in continuous growth.

Public finance management 
including reforms in customs 
and tax administrations will 
allow increased mobilisation of 
revenue. The improvement of 
the signature of the State should 
permit the raising of funds on 
the financial market as part of 
a prudent debt policy whilst 
maintaining consistency with the 
macroeconomic environment. 
The improvement of the quality 
of expenditure, the increase of 
investment expenditure and the 
shift to the programme budget 
should contribute to improving 
public finance management.

Extractive industries 

sector will be enhanced

Finally as a means to enhance 
governance in its mineral and 
oil sector, the government of 
Cameroon has subscribed to the 
Extractive Industries Transparency 
Initiative. Since August 14th 2012 
Cameroon officially became a 
member of the Kimberly process to 
legally extract diamonds.

Albert Ndille, Inspector General,
Ministry of Finance, Cameroon
Tel: +237 222 30543 
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The Swaziland economy is 
relatively diverse compared to other 
small economies. Gross domestic 
product was US$3.7 billion in 2011, 
driven mostly by manufacturing, 
public administration, wholesale and 
retail, agriculture, and transport and 
communications. 

Swaziland is highly integrated into 
the global economy. The country is 
a member of the Southern African 
Customs Union (SACU), Southern 
African Development Community 
(SADC) and Common Market 
for Eastern and Southern Africa. 
Swaziland is also a beneficiary of 
the Africa Growth and Opportunity 
Act (AGOA) promulgated by the 
United States and is part of the 
SADC Economic Partnership 
Agreement with the EU. 

Challenges

The Swaziland economy has 
underperformed for the past 
decade, and has been heavily 
affected by the global economic 
and financial crisis. Despite strong 
infrastructure, economic growth 
averaged less than 3 per cent since 
2000, and fell to an estimated 1.3 
per cent in 2011. Structural issues 
include a narrow industrial base, 
dependence on preferential markets, 
a weak business environment and 
underperforming FDI and ODA.

There are also social challenges. 
Around 63 per cent of the total 
population was estimated to be 
living below the poverty line in 
2010, while unemployment was 

estimated at 28.5 per cent. The 
HIV prevalence rate was 25.9 per 
cent in 2007.

The reform agenda

The Government cannot make 
sustained improvements in living 
standards or jobs without fiscal 
adjustment. Prudent borrowing 
has maintained public debt 
below 20 per cent of GDP, and 
higher-than-expected receipts 
from the SACU allowed the 
2012/13 budget to forecast a small 
surplus. Using this fiscal space to 
ease the impact of the necessary 
spending cuts on the economy, the 
government has launched:

 targeting a deficit 
of around 3 per cent of GDP 
while developing services 
that support the poor and 
vulnerable and increasing 
capital spending.

 targeting the 
creation of 30,000 jobs and a 
real growth rate of 5 per cent 
per annum in the medium 
term through legislative 
and governance reforms 
to improve the business 
environment and financial 
inclusion, and through higher 
investment in physical and 
human capital.

These strategies will be supported by 
a public finance management reform 
plan, an investor roadmap and an 
economic diversification study.

Progress

Reforms have started. The 
Swaziland Revenue Authority was 
established in 2011 and introduced a 
VAT in 2012. The government wage 
bill fell in nominal terms through 
cuts in the salaries of politicians and 
a general wage and hiring freeze. 

The government is finalising a 
new Public Finance Management 
Bill with technical support from 
the IMF, and has already submitted 
legislation to Parliament to make 
trading hours more flexible, cut the 
time required to licence a business 
from 21 to three working days, and 
open up the telecommunications 
sector to competition. 

Despite a high prevalence rate 
of HIV/AIDS, the rate of new 
infections has stabilised. In addition, 
Swaziland is close to being the 
first mainland sub-Saharan African 
country to eliminate malaria. Free 
primary education will be extended 
to Grade V in 2013.

With further support from 
development partners, we will be 
able to do much more.

Swaziland Investment Promotion 
Authority
Tel: +268 2404 0470
Web: www.sipa.org.sz 
Ministry of Finance
Tel: +268 2404 8145
Ministry of Economic Planning 
and Development
Tel: +268 2404 3765
Web: www.gov.sz 

The Ministry of Finance, 

Swaziland

Swaziland is a middle-income country covering 17,364 km2. Since independence 
in 1968, Swaziland has been one of the most stable countries in southern Africa, 
and has maintained a fixed currency peg to the South African Rand since 1974. 

Organisation Profile



● Life, medical (health) and pension programs
●General business ● Claims management

● Search and research works

Insurance Company of Africa, Urban Financial Center, 6th Street, Tubman Blvd – Sinkor - PO BOX 1934, Monrovia - Liberia
Tel: +231 886 513 281 / 886 550 811 - www.ica-liberia.com

Aworld-class player handlingmultimillion dollar accounts withmajor
world known reinsurers on the London, American and Asianmarkets.

ICA supports major national infrastructural projects and programs,
mining, agro-plantation, shipping and other foreign direct investments.

ICAmajor player in the oil
and gas business in Liberia
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The Rio+20 Summit in June 
2012 highlighted the widespread 
consensus amongst the global 
community on the necessity of 
moving away from the current 
GDP-growth maximising 
economic practices towards 
sustainable development. The 
Outcome Document of Rio+20, 
The F uture We Want, clearly 
underlines this consensus between 
heads of states and governments, 
with full participation of civil 
society, to “renew the commitment 
to sustainable development and 

Transition towards 
a sustainable future 
can only be achieved 
via a green economy 
framework. 

to ensure the promotion of 
an economically, socially and 
environmentally sustainable 

future for our planet and for 
present and future generations”. 
One of the major results of the 
summit is the recognition of the 
fact that such transition towards 
a sustainable future can only be 
achieved via a green economy 
framework – one which integrates 
the economic (i.e., employment, 
productivity, etc.), social (public 
health, inclusion, poverty, etc.) and 
environmental (biodiversity and 
ecosystem services, climate change, 
etc.) aspects of development and 
recognises their inherent linkages.

Creating a sustainable 

future through a green 

economy

Pavan Sukhdev argues that the path to a sustainable future 
is through the development of global partnerships for a  
green economy.
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What is a green economy?

The United Nations Environment 
Programme (UNEP) defines 
a green economy as “one that 
results in improved human 
well-being and social equity, 
while significantly reducing 
environmental risks and ecological 
scarcities.” In its simplest 
expression, a green economy 
can be thought of as one which 
is low carbon, resource efficient 
and socially inclusive. In a green 
economy context, the concept of 
resource efficiency applies not just 
to industry, but also to our use of 
natural resources, both dead (i.e. 
oil, coal, minerals, etc) as well as 
living in nature (i.e. biodiversity 
and its precious ecosystem 
services). A focus on social 
inclusion also brings us quickly 
to the issue of access to shared 
‘natural’ resources, and the ability 
of rural and forest-dwelling poor 
communities to continue to draw 
daily sustenance from surrounding 
nature – be it fish, bush-meat, fuel-
wood for cooking, forest products, 
or supporting the productivity 
of  several hundred million 
small farms. Therefore, to lay the 
foundations of a green economy 
it is essential  to understand 
and take stock of the various 
economic and social values of the 
natural resources and biodiversity 
and ecosystem services (BES) 
being provided by nature. These 
comprise myriad benefits, such 
as fish stocks, genetic material, 
fuel-wood and non-timber forest 
products, and regulating and 
supporting ecosystem services 
such as prevention of soil erosion 
and improvement in soil quality, 
watershed management, flood 
protection, increase in human and 
agricultural productivity, etc. 

Trying to recognise such values 
of nature through the lens of 
economics is a complex process, 
entwined with perspectives outside 
the realm of traditional neo-

classical economics. It is essential 
to understand that assigning 
socio-economic values to BES 
benefits provided by nature does 
not imply commodification, 
marketisation, or ‘putting a price 
tag’ on nature. It is instead a tool to 
enable governments and businesses 
to recognise, demonstrate, and 
internalise the role of ‘beyond-
the-market’ BES as valuable assets 
in aiding economic development, 
long term profitability and human 
well-being. 

A green economy 
seeks to provide 
opportunities and 
practical means 
for simultaneously 
tackling issues of 
global scale. 

A green economy seeks to provide 
opportunities and practical means 
for simultaneously tackling issues 
of global scale such as forest-
related climate change and 
biodiversity loss in terrestrial and 
marine habitats, while resolving 
localised needs such as domestic 
employment creation, poverty 
alleviation and improving regional 
disparities. It is intrinsic to the 
growth strategy of developing 
nations; as environmental damage 
often affects the poorest the most 
due to the inherent linkages 
between BES, livelihoods and 
human well-being.

The global marine fishing 
industry, for example, provides 
livelihoods to approximately 45 
million fishermen involved in 
primary production and a further 

180 million jobs are indirectly 
linked to the fishing industry 
(FAO 2010). Fish accounts for 
20 per cent of the average per 
capita intake of animal protein of 
over 1.5 billion people across the 
world – mostly the poor – who 
are directly affected by the current 
system of overexploitation of 
ocean fish stocks. Overexploitation 
of fish stocks not only causes 
negative ecological consequences, 
but it also reduces fish production, 
which further leads to negative 
social and economic consequences 
(FAO 2012).

Compared to the present 
‘business-as-usual’ scenario, 
sustainable growth in agriculture 
and fisheries is possible in a green 
economy through improvement 
in management practises and 
efficiency across the food value 
chain; enabling nations to increase 
food security while utilising 
fewer natural resources. Moreover, 
green economy practices not 
only help in conserving and 
increasing critical resources, but 
also provides greater employment 
opportunities and diversified 
income sources for citizens.

Green economy success 

stories

Several global successful case 
studies demonstrate the benefits of 
a green economy. Encouragingly, 
most of them are from the 
developing nations of Asia, Africa 
and Latin America, whose single 
biggest challenge is to create 
employment and generate rapid 
economic growth for their 
burgeoning populations. 

India
Hiware Bazaar, a typical semi-
arid village in Maharashtra, India, 
faced this challenge from the late 
1970’s to the early 1990’s. What 
made it even more acute was that 
the village had run out of most 
of its natural assets – the forests 
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had been cut, water sources had 
run dry and the land had become 
unproductive. 

Green economy 
practices not only 
help in conserving 
and increasing 
critical resources, 
but also provides 
greater employment 
opportunities. 

Facing acute water crisis, only 
12 per cent of the village’s land 
was cultivable, leading to rampant 
poverty, lack of employment 
opportunities for the youth and 
large scale migration to cities. 

A new state-level integrated 
watershed management policy 
(Maharashtra’s Adarsh Gaon 
Yojana, AGY) to help regenerate 
degraded local forests and 
local water catchments was 
implemented and led to an 
increase in irrigated area from 
120 hectares to 260 hectares 
between 1999 and 2006. As a 
result, grass production went up 
from 100 tonnes to 6,000 tonnes 
between 2000 and 2004 and 
milk production from 150 litres 
per day to 4,000 litres. Overall, 
the village witnessed a 73 per 
cent reduction in poverty due to 
profits from dairy and cash crops. 
Today, one fourth of the village’s 
216 families are millionaires (in 
terms of Indian Rupees) and the 
per capita income of the village 
is twice the average of the top 10 
per cent in rural areas nationwide 
(S. Singh, TEEBcase, 2010).

Uganda, Sri Lanka, New 
Zealand and Botswana
In Uganda, implementing green 
practices provided  several 
economic and social benefits, as 
reflected by Uganda’s US$22.8 
million Organic Agriculture 
(OA) industry, which supports 
over 206,803 certified farmers 
(UNEP 2010); Sri Lanka’s 135 
MW Renewable Energy for Rural 
Economic Development project, is 
projected to achieve 100 per cent 
electrification of the nation by 
end of 2012 (World Bank 2012); 
and New Zealand’s investment in 
its Central Otago Conservation 
Area, enabled the city of Dunedin 
to save around US$65 million in 
water supply costs (ten Brink et 
al, 2012). 

What we need 
instead is a 
new agenda for 
development that 
introduces concepts 
such as green GDP, 
sustainable business 
practices and social 
equity to the fore. 

This increasing awareness of  the 
long term economic, social and 
environmental opportunities 
availed by a robust green 
framework is clearly reflected 
by the words of President Ian 
Khama of Botswana, who while 
speaking at the Summit for 
Sustainability in Africa hosted at 
Gaborone in May 2012 said, “we 
need to take stock and attach 
value to our natural resources 
and ecosystems such that we may 

include their value in planning 
and decision making processes as 
well as in our national accounts 
and balance sheets”. 

At this summit, 10 African nations, 
along with several civil society 
and corporate partners interested 
in progressing a green economy 
transition, agreed to develop 
ecosystem accounting in order to 
adjust their System of National 
Accounts (SNA) and Corporate 
Performance Reports for the 
invisible impacts that government 
policies and business activities have 
on natural capital. 

The need for global 

partnerships

The current paradigm followed 
by developing nations of chasing 
GDP growth as the dominant 
benchmark of progress is 
one that has been fostered by 
Western countries based on their 
economic evolution and involves 
following the same path of 
resource extraction to depletion, 
and industrial growth and mass 
consumption at the cost of severe 
and escalating environmental 
risks and ecological scarcities. 
What we need instead is a new 
agenda for development that 
introduces concepts such as 
green GDP, sustainable business 
practices and social equity to the 
fore. For this, it is essential to 
adopt a system that fosters and 
facilitates cooperation amongst 
governments, businesses and the 
civil society at a global level, for 
enabling the transition towards a 
green economy. 

Such public-private partnerships 
are vital considering that the 
private sector today produces 
almost everything that we consume; 
in the process generating huge 
externalities – the unaccounted 
costs to society of ‘business as 
usual’. In 2008, the largest 3,000 
public companies cost the world 
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an estimated US$2.15 trillion in 
negative environmental externalities 
(UNPRI 2010). Also, corporate 
lobbying often influences national 
polices to the detriment of the 
society at large; as witnessed by the 
US$775 billion worth of subsidies 
that governments across the world 
will be giving out to fossil fuels in 
2012 (NRDC, 2012).

Reducing negative 
externalities needs to 
become a matter of 
good management 
practise that is 
valued by investors, 
consumers and 
governments alike. 

One such specific approach 
towards global partnerships is 
the TEEB Business Coalition. 
Led by a core convening body 
of organisations such as ICAEW, 
Accounting for Sustainability, 
WBCSD, GRI, IUCN, 
Conservation International, 
WWF-UK and UNEP, and 
supported by the governments 
of the UK and Singapore, it 
provides a global platform 
for enhancing collaboration 
among governments, private 
businesses, NGOs, trade bodies 
and professional and civil society 
organisations. The Coalition’s 
approach includes global 
collaboration along business 
sectors with major externalities, 
such as green house gas emissions 
and impacts on water usage and 
land-use change, in order to 
create benchmarks and standards 
to measure these externalities. 

Only when businesses are 
required to measure externalities, 
both positive and negative, will 
they manage them. Reducing 
negative externalities needs 
to become a matter of good 
management practise that is 
valued by investors, consumers 
and governments alike. Only then 
will the impact of corporations 
be a ‘net gain’ to society at large, 
and this new ‘business as usual’ at 
the micro level will indeed add 
up to a green economy at the 
macro level.  

Conclusion

We live in a world of complex 
and interlinked problems, and 
the solutions to our problems 
will have to be complex too. 
It is essential that the ‘rules 
of the game’ be changed in 
order to enable corporations 
to compete on the basis of 
innovation, resource conservation 
and satisfaction of stakeholder 
demands. However, no one sector 
of our society or our economy 
– be it businesses, governments, 
or citizens – can deliver the 
complex suite of changes that are 
needed today. 

Current ‘business as usual’ 
imperatives need to be 
reworked in order to deliver 
profits via conservation and 
sustainable use of resources, 
whilst exploring biodiversity 
and ecosystem services as the 
basis of new opportunities. 
Moreover, these changes need to 
be fed by investment and by new 
regulations that enable access 
to technology and reduce the 
perverse subsidies being provided 
to fossil fuels and unsustainable 
agriculture and fisheries. And 
all this can only happen when 
corporations, governments and 
civil society stakeholders come 
together to build partnerships 
that enable a transition to a 
green economy. 

Pavan Sukhdev was recently appointed 
as a Goodwill Ambassador for the 
UNEP in recognition of his continuing 
work in helping governments and 
corporations transition towards a green 
economy. He is also Founder and CEO 
of GIST Advisory, a consulting group 
specialising in valuing and managing 
environmental impacts and dependencies 
at all levels, and a Visiting Fellow at 
Yale University, where he was awarded 
the McCluskey Fellowship in 2011. 
Earlier, he was Special Adviser and Head 
of UNEP’s Green Economy Initiative, 
as well as Study Leader for the G8+5 
commissioned project on The Economics 
of Ecosystems and Biodiversity (TEEB). 
 
Kaavya Varma worked with TEEB on 
Reducing Emissions from Deforestation 
and Forest Degradation (REDD) and 
on developing scientific and economic 
foundations for the TEEB study. She is 
a Senior Associate with GIST Advisory. 
 
Nachiketa Das is an Associate with 
GIST Advisory. Nachiketa works on 
research related to natural and human 
capital valuation and ecological economics. 
 
The United Nations Environment 
Programme (UNEP) provides 
leadership and encourages partnership in 
caring for the environment by inspiring, 
informing, and enabling nations and 
peoples to improve their quality of life 
without compromising that of future 
generations. 
 
GIST Advisory is an environmental 
consulting firm focused on enabling 
governments and corporations to measure 
and manage their impacts on natural 
and human capital. Comprising of vast 
experience and in-depth knowledge 
across the fields of academics, economics, 
ecology, conservation, environment, 
finance and policy; GIST is dedicated 
towards developing sustainable solutions 
for businesses and policy needs.   

GIST Advisory Private Ltd.
New Delhi, India
Email: kaavya@gistadvisory.com
Web: www.gistadvisory.com
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In a statement on the progress of the 
2012 Budget, Dr Ngozi Okonjo-
Iweala, Nigeria’s Coordinating 
Minister for the Economy and 
Minister of Finance emphasised 
that “Our objective is to achieve 
both higher budget implementation 
and better management of the 
country’s resources. We will not toy 
with public resources, because they 
belong to all Nigerians.”

The diversification of the Nigerian 
economy is a critical objective of 
the government, as over-reliance 
on oil revenue has hampered the 
growth of the non-oil segment. 
To correct this undesirable trend, 
several measures were taken in the 
2012 Budget to promote various 
sectors including agriculture, land 
and housing, and manufacturing. 
In addition, policies are ongoing 
to promote the power and 
transport sectors in line with Vision 
20:2020 and the Transformation 
Agenda to create a more business-

friendly environment. Security 
will continue to be prioritised in 
2013, as it is central to sustainable 
economic development.

We will not 
toy with public 
resources, because 
they belong to all 
Nigerians. 

A memorandum setting the 
broad framework and priorities of 
the 2013 Budget was submitted 
to the Nigerian cabinet by the 
Minister of Finance in August 
2012. Simultaneously, the Federal 
Government is intensifying efforts 
to ensure further improvement in 
the implementation level of the 
2012 Budget. President Goodluck 
Jonathan is personally leading the 
drive for higher performance, and 
has been meeting with ministers 
to ensure that the momentum is 
maintained.

The 2013 Budget proposal is 
anchored on the key goal of 

the 2013-2015 Medium Term 
Expenditure Framework: ‘fiscal 
consolidation with growth and 
job creation’.

The international and 

African background

The global economic outlook 
improved marginally in early 2012. 
However, as at the end of the second 
quarter, uncertainty had reached 
a new height following negative 
developments in the Euro Zone and 
the Middle East and North Africa 
(MENA) region. Similarly, growth 
rates in Brazil, India, China, and to a 
lesser extent Russia, South Africa and 
Turkey have slowed down, mainly as 
a result of domestic policy tightening. 
Therefore, despite a decreasing 
unemployment rate and improving 
growth projection in the US, global 
growth has slowed down significantly 
– global output as at July 2012 was 
projected at 3.5 per cent against 3.9 
per cent in July 2011.

Amid a turbulent global economic 
environment, growth in sub-
Saharan Africa remained robust in 
2011 at an average of 5.1 per cent. 
Over one-third of countries in the 
region attained a growth rate of 
at least 6 per cent, with another 
40 per cent growing between 
4-6 per cent. These include both 
non-resource and resource rich 

The Federal Ministry of 

Finance, Nigeria

The focus of the Federal Government of Nigeria’s proposed Budget 2013 is 
that it make a practical impact on the areas that matter most to the Nigerian 
people – job creation, power supply, roads, rail, other infrastructure and, of 
course, agriculture. This reflects a rebalancing of the economy away from over-
dependence on oil, and also a steady reduction in recurrent expenditure to allow 
more space for capital investment.

Organisation Profile

Dr Ngozi Okonjo-Iwaela
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economies. However, the robustness 
of this growth is contingent on 
developments in large emerging 
markets and developed countries. 
These developments have an 
effect on the Nigerian economy 
through various factors including 
the oil market, investment flows 
and remittances. For instance, the 
Euro Zone crisis has contributed 
to volatility of commodity prices 
and has increased pressure on the 
currency and stock markets. Oil 
prices fell from US$128 per barrel 
in March 2012 to $90 in June 2012.

Economic performance 

in 2011 and 2012

In line with the performance 
registered in sub-Saharan Africa, 
Nigeria experienced solid growth 
in 2011 and preliminary data from 
the National Bureau of Statistics 
indicate that this performance 
is expected to be sustained 
throughout 2012. GDP grew by 
7.32 per cent in 2011, 6.17 per 
cent in Q1 2012, and is estimated 
at 6.37 per cent for the second 
quarter. This slight slowdown can 
be attributed to the rising global 
uncertainty and the impact of lower 
demand from OECD countries. 

2011 was an unusual, election/
transition year which affected the 
budget implementation. The 2011 
Budget with aggregate expenditure 
of N4.485 trillion took an initial 
step towards fiscal consolidation as 
the total level of spending implied 
a deficit of 2.85 per cent of GDP, 
a significant reduction from the 
6.06 per cent of GDP in 2010. The 
final figure was 2.21 per cent. The 
aggregate expenditure included 
statutory transfers of N417.82 
billion, debt service of N495.1 
billion, personnel costs of N1.503 
trillion, overheads of N288.05 
billion and capital expenditure 
of N1.148 trillion. In September 
2012, the exchange rate for N1,000 
stood at about US$6.3.

The 2012 Budget projected 
revenue of N3.561 trillion and 
aggregate expenditure of N4.697 
trillion. This was a budget of further 
fiscal consolidation with an implied 
deficit of 2.85 per cent of GDP; a 
reduction from the 2.96 per cent of 
GDP budgeted in 2011.

The 2012 Budget is now 
on course, after the pace of 
implementation picked up from 
the end of May. As at the end of 
the second quarter of 2012, total 
releases for capital projects stood 
at N404 billion, while actual 
utilisation as at 20 July 2012 was 
56 per cent of the N324 billion 
cash-backed. 

N180 billion has been allocated 
to the Subsidy Reinvestment 
& Empowerment Programme 
(SURE-P). N15 billion is released 
monthly to various projects to 
mitigate the social impact of the 
partial removal of petroleum subsidy. 

Oil and gas revenue

International crude oil prices 
averaged US$113.98 per barrel in 
2011, significantly higher than the 
benchmark price of US$75. These 
high oil prices came as a result of 
higher demand driven by emerging 
markets such as China and India, 
coupled with disruption to supplies 
arising from geopolitical instability 
in the MENA region. Similarly, 
average lifting was around 2.38 
million barrels a day (mbpd), which 
is above the benchmark production 
of 2.3 mbpd. Consequently, gross 
oil revenue exceeded projections 
of N6.815 trillion by 29.8 per cent 
in 2011. However, in the light of 
large subsidy payments (over N1.7 
trillion by December 2011) and the 
under-performance of the non-oil 
revenue items, the amount available 
for distribution fell short of the 
budgeted figure by 22.8 per cent.

In 2012, budgeted crude oil 
production was 2.48 mbpd. 

� 8% Statutory Transfers
� 12% Debt Service
� 6% Overheads
� 35% Personnel
� 11% SWV + Others
� 28% Capital Expenditure

�  4% S tatutrory Transfers N183.58bn
�  34% Capital Spending N1,764.69bn
�  52% Recurrent Non-Debt Expenditure 

N2,669.01bn
�  10% Debt Service N542.38bn

Figure 1. 2011 amended and supplementary
budgets expenditure breakdown.

Fig 2. Distribution of aggregate spending for 2012 Budget.
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However, there has been a 
pronounced shift towards deep 
offshore through the Production 
Sharing Contract (PSC) 
arrangement which is less profitable 
to government. Also, there is 
evidence that substantial losses were 
incurred arising from crude oil 
theft, estimated at between 150,000 
bpd and 180,000 bpd. Government 
has, however, initiated measures 
to plug these leakages by at least 
100,000 bpd by 2013. Given the 
above, government has pegged 
average oil production at 2.53, 2.61 
and 2.65 mbpd respectively for the 
2013-2015 period.

Oil production in Nigeria has 
improved considerably as the 
Niger Delta Amnesty Initiative 
has resulted in greater peace and 
stability in the region. Actual 
production figures in recent 
years were higher than projected. 
However, investors appear to remain 
cautious pending the passage of the 
Petroleum Industry Bill and due to 
the problems of illegal bunkering. 
Hence, caution was exercised in 
making output projections for the 
2013-2015 period.

In line with the oil-price based fiscal 
rule, a cautious oil benchmark price 
of US$75 a barrel, which is below 

the current world market price, has 
been adopted for the 2013-2015 
period. Revenue in excess of the 
benchmark price will continue to 
be set aside in the Excess Crude 
Account (ECA)/Sovereign Wealth 
Fund (SWF). The ECA has been 
designed to reduce pro-cyclicality 
and delink public expenditure from 
oil price volatility. 

Non-oil revenues

Non-oil revenue estimates are 
calculated on the basis of changes 
in the relevant components of 
GDP. The underlying tax bases 
are as follows: for company 
income tax (CIT), the portion of 
nominal GDP liable for CIT; and, 
for value added tax, the share of 
consumption liable for VAT. The 
government intends to increase the 
contribution of tax revenue to the 
budget through continuous reforms 
to modernise and further improve 
tax administration. The projected 
sectoral composition of GDP for 
the 2013-2015 period are presented 
in Table 1 .

Fiscal strategy for 

2013-2015

In light of the contemporary 
global uncertainty and in line 
with the goal of ensuring 
macroeconomic stability, the 
government will sustain its strategy 
of fiscal consolidation with growth 
by which efforts to correct the 
structure of the expenditure 
profile will be fostered. Recurrent 
expenditure is expected to 
maintain its decreasing trend, 
thus increasing the fiscal space for 
capital expenditure.

In line with the Transformation 
Agenda and in furtherance of 
the policy objectives of the 2012 
Budget, over the 2013-2015 
period, key sectors of the economy 
will remain the focus of this 
Administration. These inc lude 
security, power, agriculture, water 

resources, health, education, works, 
transport, aviation, the Federal 
Capital Territory and Niger Delta. 
By investing in these sectors, the 
government intends to reduce 
the infrastructural gap, thereby 
energising the economy so as to 
create employment and ensure that 
growth is inclusive.

Recurrent 
expenditure 
is expected to 
maintain its 
decreasing trend. 

At a time when several advanced 
economies are facing austerity 
measures, Nigeria needs to manage 
its finances with care. Even though 
the macroeconomic fundamentals 
and fiscal position remain healthy, 
the economy could be exposed to 
negative spill-overs if the global 
economic conditions deteriorate 
further. In the light of the above, 
the government intends to further 
strengthen fiscal consolidation 
by scaling back its spending and 
creating a prosperous environment 
for growth led by the private sector.

Although aggregate expenditure 
is increasing in absolute terms, the 
goal is to reduce expenditure as 
a share of GDP in the Nigerian 
economy in the medium to long 
term. This is in line with the desire 
to promote the private sector. The 
reduction in the size of government 
will be achieved through stricter 
rationalisation of available resources, 
including sustaining the reduction 
of overhead votes. The figure for 
overhead decreased from N536 
billion in 2010 to N266 billion 

Table 1. Projected sectoral 
contribution to GDP  
(%, 2013-2015)

Agriculture 38.4

Solid minerals 0.6

Crude petroleum and natural gas 29.1

Manufacturing 3.0

Telecommunications and post 8.0

Finance and insurance 3.5

Wholesale and retail trade 13.9

Building and construction 1.2

Others 2.3
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in 2012. It is expected to further 
decrease in 2013 to N230 billion or 
4.67 per cent of total expenditure. 

In addition, other measures are 
being implemented, including 
deferring the procurement of 
administrative capital, and the 
establishment of a Treasury 
Single Account (TSA) to manage 
cash balances better, reduce 
corruption as well as inefficiency 
in the allocation of resources. The 
Government Integrated Financial 
Management Information System 
(GIFMIS) has been introduced 
to make the process of budget 
preparation and execution more 
efficient and transparent. 

In the light of the huge amount 
paid on petroleum subsidy in 
2011, the federal government 
has initiated steps to streamline 
the management of the subsidy 
scheme, including strengthening 
the audit and verification process. 
These are expected to yield full 
results in 2013, while the SURE-P 
instrument will continue to be 
used as an intervention window to 
mitigate the impact of the partial 
subsidy removal. 

In recent times, increases in 
recurrent expenditure have tended 
to crowd out capital expenditure. 
These increases can be attributed 
largely to rising personnel costs. 
In line with the trend since 2011, 
the share of recurrent spending 
in aggregate expenditure is set 
to further reduce from 71.47 per 
cent in 2012 to 68.7 per cent in 
2013, while capital expenditure as 
a share of aggregate spending is set 
to increase from 28.53 per cent in 
2012 to 31.3 per cent in 2013.

In line with the policy of fiscal 
consolidation, the fiscal deficit is 
expected to continue on a declining 
path from 2.85 per cent of GDP 
in 2012 to 2.17 per cent of GDP 

in 2013. The macroeconomic 
benefits expected to accrue from 
a reduction in the fiscal deficit 
include a reduction in the crowding 
out of private investors and a 
positive impact on interest rates, as 
well as enhancing confidence and 
expectations of investors.

The fiscal deficit 
is expected to 
continue on a 
declining path from 
2.85 per cent of 
GDP in 2012 to 
2.17 per cent of 
GDP in 2013. 

A further slowdown in global 
economic activities would 
have serious implications for 
the Nigerian economy in the 
following areas: a fall in the 
demand for crude oil and the 
consequent reduction in oil 
revenues; a decline in foreign 
exchange earnings which would 
hamper the build-up of external 
reserves and consequently exert 
pressures on the exchange rate; 
worsening budget deficit since 
government would be unable to 
realise its revenue projections; and 
rising government borrowing to 
finance expenditure outlays.

A positive debt profile

As at June 2012, total external 
debt stock stood at US$6.0 billion. 
Similarly, domestic debt for the 
same period stood at N6.15 
trillion, bringing the total debt 
to N7.11 trillion, 17.8 per cent 
of GDP. Nigeria conducts a Debt 

Sustainability Analysis (DSA) 
on a yearly basis in conjunction 
with the World Bank and IMF. 
The DSA utilises macroeconomic 
data to assess a country’s debt 
sustainability in relation to current 
debt burden thresholds and projects 
its future ability to service its 
debt. The results from the 2012 
DSA indicate that Nigeria is well 
within the accepted threshold 
and at a low level of debt distress. 
The government will do all that 
is necessary to maintain the debt 
sustainability profile, and even 
improve on it.

The Sovereign  

Wealth Fund

Following a rigorous and 
transparent process which lasted 
almost a year, the Nigerian 
Sovereign Wealth Fund (SWF) 
became a reality in late August 
2012 with the announcement 
of the Board of the institution 
which will provide guidance for 
the operations of the Nigerian 
Investment Authority (NSIA). 

The Act establishing the Authority 
received presidential assent on 
27 May 2012 as an independent 
statutory corporation with a 
mandate to:

Build a savings base for future 
generations of Nigerians;
Enhance the development of 
Nigerian infrastructure; and
Promote fiscal stability for 
the country in times of 
economic stress.

The Board of NSIA will be 
inaugurated in October 2012. 

Federal Ministry of Finance,  
Abuja, Nigeria
Tel: +234 670 24444
Email: enquiries@fmf.gov.ng
Website: www.fmf.gov.ng



A New Landscape Of Opportunities Awaits

// Tourism: 
St. Kitts provides one of the most diversified tourism offerings in the Caribbean.

// Financial Services:
St. Kitts has a regulatory framework that meets international standards.

// Information Technology
St. Kitts has an advanced telecommunication infrastructure and ranks above
Caribbean and Global scales for internet usage.

// Agriculture
Availability of fertile land, previously used for sugar cane cultivation.

// Light Manufacturing
St. Kitts is the largest exporter of goods and services to the U.S.A. among
OECS countries.

// International Educational
St. Kitts is home to a growing number of International Universities.

T: 1 869 465 1153 // E: info@stkittsipa.org // W: www.stkittsipa.org

St. Kitts Investment Promotion Agency
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Effective and enhanced 
participation in global trade 
represents a severe challenge for 
the world’s poorest and most 
vulnerable countries. They represent 
about 100 countries, comprising, 
not mutually exclusively, least 
developed countries (LDCs), sub-
Saharan Africa (SSA) less South 
Africa, and small and vulnerable 
economies (SVEs) – 43 of which 
are Commonwealth members. 
Improved trade prospects of these 
countries are preconditioned by a 
number of factors, ranging from 

ensuring unrestricted market access 
for their exports to supporting the 
development and diversification of 
their domestic productive capacities. 
The focus on trade led development 
is essential for them to foster overall 
efficiency in their economies and 
thereby boost growth.

The trade and 

development landscape 

LDCs and SSA are highly 
disadvantaged in their 
development process as they 
face a disproportionate risk of 

failing to overcome issues such as 
poverty, weak resource capacity 
and economic vulnerability. They 
achieved quite an impressive 
growth record during 2000-10, 
but in the three preceding decades 
(1970-2000) their per capita 
incomes fell absolutely (in real 
terms) while those of developing 
countries more than doubled. 
Overall, between 1970 and 2010, 
LDCs and SSA registered an annual 
compound per capita income 
growth of just 1.17 per cent and 
0.73 per cent respectively.

Development-friendly 

world trade

Dr Mohammad Razzaque of the Commonwealth 
Secretariat’s Economic Affairs Division, highlights the 
importance of a development-friendly global trading regime.
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These country groups have become 
marginalised in global trade. 
Between the early 1950s and the 
mid 1990s, the shares of LDCs 
and SSA in global merchandise 
export trade declined from more 
than 3 per cent, in each case, to 
respectively less than 0.5 per cent 
and 1 per cent (Figure 1). Only 
in the last decade did LDCs and 
SSA show some sign of trend 
reversal, while the declining relative 
significance of SVEs continues.

Lack of productive capacity 
characterises LDCs, SSA and SVEs. 
To put things into perspective, with 
a total population of 837 million, 
the combined merchandise exports 
from 48 LDCs in 2008 stood at 
about US$178 billion, which was 
lower than the exports of Malaysia, 
a country of 27.8 million people, 
in the same year. Overall, with 1.1 
billion people, i.e. 17 per cent of 
world population, LDCs, SSA and 
SVEs account for merely 1.6 per 
cent of global output – more than 
one-third of which is attributable 
to just three countries: Nigeria, 
Bangladesh and Sudan.

One salient feature of limited 
productive capacities is lack of 
diversification. During the 2000s 
LDCs demonstrated remarkable 
economic performance, recording 
average annual GDP growth of 
close to 7 per cent. However, 
this has not been translated into 
an improved relative significance 
of manufacturing activities: in 
three-quarters of LDCs, the 
manufacturing GDP ratio is less 
than 10 per cent, while in half of 
LDCs the current ratio is lower 
than that in 1980.

Similarly, the rather remarkable 
performance of LDC merchandise 
exports swelling from US$36 
billion in 2000 to US$178 billion 
in 2008 is greatly overshadowed 
by the fact that commodities and 
natural resource-based products 

have singlehandedly driven this 
growth. They account for about 
84 per cent of LDC exports – up 
from 51 per cent in 2000. During 
the same period, the share of 
manufacturing almost halved.

Major trade issues

LDCs, SVEs and SSA have been 
striving to pursue a trade-led 
development strategy. Their trade 
openness, achieved through many 
years of proactive and accelerated 
liberalisation measures, has not yet 
generated the desired outcomes, 
with the global trade regime being 
not very helpful. Even after 10 
years t he World Trade Organiz ation 
(WTO)-sponsored Doha Round of 
trade negotiation, which put special 
emphasis on the ‘development 
dimension’ of the multilateral 
trading system, has failed to deliver 
any tangible benefits for the poorest 
and vulnerable economies.

Commodity markets remain 
distorted due to the massive 
protection provided by the 
developed countries for their own 
exports, severely undermining the 
competitiveness of others. The case 
of cotton is a prominent example, 
where a number of sub-Saharan 
LDCs, including Benin, Burkina 
Faso, Chad and Mali, have to 
compete against developed country 
producers backed by astronomic 
state subsidies.

The poorest and vulnerable 
economies are far from being 
homegenous. While some have 
a comparative advantage in 
agriculture, an overwhelming 
majority of them are net food-
importing countries. Food 
insecurity is a major concern for 
them particularly given the recent 
food price hikes. The adverse 
growth implications arising from 
the global economic slowdown in 
conjunction with high commodity 
and fuel prices have been shown to 
have serious poverty implications 

for a number of Commonwealth 
members. Currently there is no well 
co-ordinated multilateral system to 
tackle the food security challenges.

LDCs, SSA, and SVEs have also 
failed to secure 100 per cent 
duty-free and quota-free market 
access for their merchandise 
exports. Despite some developed 
countries’ encouraging offers, there 
are significant omissions both 
in terms of product and market 
coverage, stringent market access 
conditions (e.g. strict rule of origin 
requirements), and non-tariff barriers 
(e.g. standards related impediments). 
When export baskets are heavily 
concentrated in a few products, 
even small exclusions could deny 
any improved market access. By 
contrast, a comprehensive product 
and market coverage could lead to 
enormous export gains from just 
a few products: cotton growers 
stand to secure very sizeable gains 
from a reduction of subsidies in 
the sector by advanced economies; 
Senegal would experience a 15-
fold increase in its rice exports to 
Japan; comparable gains would also 
arise to Malawi from duty-free 
exports of agricultural products; 

Figure 1. Share of LDCs, 
SSA and SVEs in world 
merchandise exports (%).
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and very substantial gains of US$2 
billion could accrue to Bangladesh, 
Cambodia and Nepal should they be 
granted duty-free access in the US.

Another important area with 
enormous opportunities for the 
poorest and most vulnerable 
countries is the market access for 
services personnel (known as the 
temporary movement of natural 
persons or ‘Mode IV’), especially in 
respect of low-skilled and semi-
skilled workers. Remittances are 
already making an increasingly 
important contribution to foreign 
exchange earnings in many 
individual LDCs, SVEs and SSA. 
Under the services trade, the 
Mode IV is the least liberalised, 
constraining poorest countries’ 
capacity to benefit from trade. 
There is a general consensus 
among researchers that services 
trade liberalisation could be highly 
beneficial to both developed and 
developing countries.

The trading capacity of many 
poor and vulnerable economies 
is being constrained further by 
the progressive erosion of tariff 
preferences due to multilateral and 
other regional trade liberalisation 
initiatives. As many of these 
countries have traditionally been 
preference-dependent, any loss 
of favourable treatment can have 
disastrous consequences. Recent 
studies suggest that the countries 
most exposed to preference loss 
include Mauritius, St Lucia, Belize, 
St Kitts and Nevis, Guyana, Fiji, 
Dominica, Seychelles, Jamaica, 
St Vincent and Grenadines, and 
Swaziland. SVEs bear a much 
higher than proportionate share 
of the costs, given that their share 
of population is only around 2 per 
cent of developing country total. 
Mauritius, Jamaica, Guyana, Fiji, 
Belize and St Lucia are likely to 
suffer most in terms of absolute 
loss of exports due to preference 
erosion. When measured as a 

proportion of respective countries’ 
total merchandise exports, export 
losses turn out to be massive for 
certain Commonwealth countries.

Along with the traditional issues, 
climate change now poses severe 
challenges affecting trading 
capacity and competitiveness of 
the poorest and most vulnerable 
countries. Carbon taxes or charges 
related to transport, and an 
increasing number of standards 
including product labelling on the 
embedded carbon in consumer 
goods, pose significant costs and 
competitiveness impacts on the 
already capacity constrained poor 
and vulnerable economies.

Taking advantage of 

new opportunities

The rapid growth and rising 
significance of a number of large 
emerging market economies 
(EMEs) has been one of the most 
striking features in recent times. 
While the ‘BRICS’ (Brazil, Russia, 
India, China and South Africa) 
have seized most of the attention, 
there are others such as Indonesia, 
Mexico, Turkey and Middle 
Eastern states demonstrating 
strong economic performance. 
The growing significance of EMEs 
offers major opportunities to 
improve exports and sustainable 
growth in the poorest and most 
vulnerable countries.

Close to 30 per cent of total 
merchandise exports from LDCs, 
SVEs, and SSA, amounting 
to US$75 billion, is currently 
destined for EMEs. Some of 
these countries have also offered, 
subject to certain limitations and 
exceptions with regards to product 
coverage, preferential market access 
to many LDCs.

However, a large number of 
LDCs, SSA, and SVEs have failed 
to benefit from the growing 
South-South trade flows. One way 

of addressing the problem may be 
to consider developing regional 
supply networks to cater for global 
production chains, which are 
becoming increasingly fragmented. 
In contrast to the popular belief 
of Southern countries not having 
sufficient complementarities to 
form effective supply chains, 
there is now strong evidence to 
the contrary. A recent study on 
South Asia, jointly undertaken by 
the Commonwealth Secretariat 
and UNCTAD (2011), shows 
that developing supply chains 
would be feasible provided that 
supporting environment and 
institutions are available.

The rise of EMEs and the growth in 
developing countries in general now 
provides greater opportunities for 
increased regional trade. However, 
among others, various non-tariff 
barriers (e.g. those related to 
standards) and weak trade facilitation 
procedures and infrastructures 
undermine the trade potential.

South-South aid

Some emerging developing 
countries have also become 
important sources of financial 
and technical assistance for LDCs, 
SSA and SVEs. The nature and 
approach of South-South aid 
relations is very different from its 
North-South counterpart. South-
South aid is incorporated into a 
wider package of collaboration 
that integrates also trade, business 
and foreign relations. One distinct 
advantage that Southern donors 
have is their knowledge and 
experience, as they have faced 
common development challenges.

Several emerging economies 
(including BRICS and oil rich 
Middle Eastern countries) have 
accumulated huge international 
reserves and set up sovereign funds 
available for investment abroad. On 
the whole, developing countries 
currently hold three-quarters of all 
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official foreign exchange reserves, 
in contrast to the previous decade 
when these reserves were held by 
the developed world. Under an 
innovative financial architecture 
some of these reserves-supported 
schemes can be mobilised to 
support development-oriented 
investment projects in the poorest 
and vulnerable economies.

Another encouraging recent 
development has been the more 
invigorated implementation of 
what has come to be known as the 
Aid-for-Trade (AfT) initiative. AfT, 
which is financial and technical 
assistance to promote trade and 
productive capacity of developing 
countries tackling supply-side 
constraints, has come under special 
focus under the Doha Round of 
multilateral trade negotiations. This 
has resulted in an increased level of 
commitments and transfer of funds 
by traditional donor countries. 
Some AfT-related support has been 
quite effective, both in SVEs and 
SSA. However, enhanced support 
is required for productive capacity 
development and helping countries 
adjust to trade-related shocks (e.g. 
mitigating the adverse consequences 
of loss of trade preference).

A comprehensive global 

trade support regime

The worlds’ poorest and most 
vulnerable countries are severely 
challenged in securing their 
enhanced participation in global 
trade. The multilateral trading 
system that expressly promised 
to deal with their development-
related concerns has delivered 
very little over the past decade. 
While the traditional issues 
associated with market access 
and trade preferences remain 
important, new issues such 
as climate change and food 
security make their situation 
more precarious. Under this 
circumstance, instituting a 
comprehensive global support 

regime would be most important 
for promoting trade-led 
development.

Under this support regime, 
along with expanding trade 
with the traditional developed 
countries, the rise of EMEs is 
to be considered an important 
opportunity for LDCs, SVEs 
and SSA. This new emphasis 
on South-South collaboration 
must not lead to a shift in focus 
and responsibility away from the 
North, which remains a critical 
market and most important 
source of development aid. Many 
analysts are of the view that the 
rising prominence of emerging 
economies has made multilateral 
trade negotiations far more 
complex. As development partners, 
including both the developed 
countries and EMEs, will need 
to appreciate that development 
challenges faced by the poorest 
and vulnerable countries are 
enormous and diverse, requiring 
flexibility to address their needs 
and ensure effectiveness of the 
support provided.

There have been many 
international programmes and 
expressions of commitment to 
support LDCs, SVEs and SSA in 
overcoming their development 
challenges. These inc lude 
commitments in terms of the 
Millennium Development Goals 
(MGDs), in particular MDG 8 
calling for a global partnership 
for development; the WTO’s 
Doha Development Agenda; the 
Monterrey Consensus on financing 
for development; and, most recently, 
the Istanbul Programme of Action 
for LDCs arising from the Fourth 
United Nations Conference 
on LDCs, which has declared 
a ‘renewed and strengthened 
partnership for development’.

A key challenge has been that 
the commitments built into these 

frameworks are not effectively linked 
to the decision-making processes 
in various forums in which they 
have been made. For example, 
WTO negotiations rarely if at all 
take cognizance of the stipulations 
in MDG 8. Furthermore, the 
support commitments made are 
often either non-binding in nature 
or very loosely phrased. Setting 
up a mechanism to recognise and 
co-ordinate the implementation 
of trade and development-related 
commitments made in different 
forums would represent an 
important contribution towards 
establishing a coherent and 
accountable international support 
regime for the poorest, smallest 
and most vulnerable countries.

Dr Mohammad Razzaque is 
Economic Adviser, Economic Affairs 
Division, Commonwealth Secretariat. 
His primary research interests lie 
in the area of applied trade policy, 
and he has written and published 
extensively on trade and development 
issues. He is the editor of the 
Commonwealth’s Trade Hot Topics, 
Dr Razzaque holds a Ph.D from the 
University of Sussex in England. 
 
The Economic Affairs Division 
(EAD) of the Commonwealth 
Secretariat organises the annual 
Commonwealth Finance Ministers 
Meeting and meetings of the senior 
officials, and works with developing 
countries on consensus- and capacity-
building. Specific areas of activity 
include international finance, 
capital markets and trade, economic 
management and the special issues 
relating to small states.  
 
Economic Affairs Division
Commonwealth Secretariat 
Marlborough House
Pall Mall, London 
SW1Y 5HX, UK
Tel: +44 (0)20 7747 6500
Email: info@commonwealth.int
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Invest in Kenya

Diversified and established 
economy with strong business 
sector.
Opportunities in agriculture 
and horticulture, tourism, 
mining, power generation, ICTs, 
manufacturing and acquisition 
of state-owned enterprises.
Economic centre of the East 
Africa Community comprising 
138 million people and a GDP 
of US$79 billion.
International air and sea 
gateway to the region.
Strong reform gains to 
encourage investment: 
coherent vision for economic 
development, regular meetings 
between government leaders 
and investors, new framework 
for public private partnerships, 
reinforced investment authority.
New constitution with greater 
separation of powers to maintain 
broad-based political stability.

Tourism

The aim is for Kenya to be among 
the world’s top 10 long-haul tourist 
destinations with an increase in 
contribution to GDP, hotel beds and 
spend per visitor. Diversification of 
the tourism product includes the 
development of three resort cities, 
increasing of premium safari parks, 
creation of niche products (cultural, 
eco-sports and water based tourism), 
revamping business tourism and 
investing in new conference facilities.

Agriculture

Emphasis is placed on increasing 
productivity in the agriculture, 
livestock and fisheries sector at the 
same time as expanding processing 
activities. The aim is to improve 
crop yields, make use of currently 
uncultivated land, reform land 
use policies, expanding irrigation 
schemes, and better branding 
Kenyan products.

Wholesale and  

retail trade

The aim is to move towards greater 
efficiency in the country’s marketing 
system by strengthening informal 
trade to increase the supply to 
formal traders such as supermarkets, 
increasing the number of large 
stores through the attraction of new 
chains, and developing a free trade 
port at Lamu.

Manufacturing for the 

regional market

Kenya aims to become a prime 
supplier of basic goods to the 
eastern and central African 
markets before moving into the 
manufacture of niche products 
for other markets. The strategy 
proposes to invest in training, 
research and development and 
attract large investors in agro-
processing industries to target 
local and international markets. 
The development of economic 
clusters and SME business parks is 
envisaged.

Business process 

outsourcing (BPO)

The strategy envisages Kenya 
becoming the top BPO destination 
for Africa. Emphasis will be 
on attracting investment from 
transnational corporations that 
are active in the sector and 
championing local players. Work 
has begun on the construction of a 
BPO park outside Nairobi.

Financial services

Development of this sector 
will focus on increasing savings 
rates, reducing the share of the 
population without access to a 
bank account, addressing the cost 
of borrowing, and introducing 
credit reference checks. At the same 
time, institutional capital will be 
consolidated through pension fund 
reform and expansion of bond and 
equity markets. Skills will also be 
developed in the sector and the 
legal framework will be reviewed 
to facilitate the country’s position 
as a regional financial centre.

Kenya Investment Authority 
(KenInvest)
Kenya Railways Headquarters
Workshops Rd. off Haile Selassie 
Ave., Block ‘D’ 4th Floor
P. O. Box 55704-00200
Nairobi, Kenya
Tel: +254 20 2221401-4
Fax: +254 20 2243862
Email: info@investmentkenya.com
Web: www.investmentkenya.com 

Kenya Investment  

Authority

The Kenya Investment Authority (KenInvest) is a government agency established to 
promote and facilitate both local and foreign investments into Kenya. KenInvest will 
provide you with professional assistance, information and advice if  you are an investor 
seeking to establish a new investment or expand your existing investments in Kenya.

Organisation Profile
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In recent years South-South trade 
has grown consistently both in 
absolute terms and in relation 
to total global trade. Since the 
mid-1990s, intra-South trade 
has begun to grow, a trend that 
was punctuated by the severe 
contraction experienced by the 
dynamic Asian region in the 
aftermath of the financial crisis 
post-1997. But once the region 
was able to put its economic woes 
behind them it returned to its 
pre-crisis trajectory. Thus, while in 
1995, 38 per cent of developing 

country imports were sourced 
from countries at their levels of 
development, by 2010, this figure 
had exceeded 57 per cent.

Merchandise trade 

trends

Although South-South trade 
has increased overall, intra-
Commonwealth trade, particularly 
between Asia and Africa, has 
not shown much buoyancy. In 
2001, only about 1 per cent of 
Commonwealth Asia’s exports went 
to their African counterparts, and 

by the end of the decade, the share 
had barely doubled. The overall 
export numbers, however, mask 
some interesting trends that emerge 
from a more disaggregated analysis 
of the export data.

The first observation is that 
exports of consumer goods from 
Commonwealth Asia to Africa more 
than doubled in the decade of the 
2000s - from 1.6 per cent in 2001 
to over 3.4 per cent in 2010. On 
the other hand, the shares of exports 
of capital goods and raw materials 

South-South trade 

between Commonwealth 

Asia and Africa

Dr Biswajit Dhar, Director General of the Research and 
Information System for Developing Countries analyses 
South-South trade trends between Commonwealth Asia and Africa.
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were significantly below the overall 
figures in the same year. A notable 
aberration in the export trends 
witnessed between Commonwealth 
Asia and Africa was India. Unlike the 
other countries in Commonwealth 
Asia, Africa was one of the larger 
markets for India’s exports, especially 
of consumer and capital goods. In 
2010, almost 11 per cent of India’s 
exports of capital goods went to 
Commonwealth Africa. 

Additionally, Commonwealth 
Asia’s share of imports from their 
counterparts in Africa not only 
grew at a faster rate during the 
previous decade, at the end of the 
decade it was also at a relatively 
higher level. The share grew 
from less than 1 per cent in 2001 
to nearly 2.4 per cent in 2010. 
Commonwealth Asia’s reliance on 
Africa for raw materials is reflected 
in the import numbers. At the end 
of the decade, nearly 8 per cent of 
the raw materials imported by Asia 
were sourced from Africa. 

In contrast to the above, 
Commonwealth Africa’s trade links 
with Asia were much stronger. More 
than 8 per cent of the former’s 
exports in 2010 were to destinations 
in the latter continent, increasing 
from just below 6 per cent in 2001. 
And, while in 2010 the share of 
Commonwealth Africa’s imports 
from Asia was also 8 per cent of its 
total imports, there was a doubling 
of the import share during the 
decade. Commonwealth Africa’s 
trade links with Asia were focused 
on two specific commodity groups 
- consumer goods and raw material. 
In 2010, the former imported 13 per 
cent of its total imports of consumer 
goods from Asia. At the same time, 
Asia absorbed nearly 12 per cent 
of Commonwealth Africa’s total 
exports of raw material, an increase 
from 8 per cent in 2001.

Another significant aspect of 
the trade relations between 

Commonwealth Asia and Africa 
was that some of the countries 
in Africa had moderate to high 
import dependence on India, 
including South Africa, Tanzania 
and Mauritius. In 2010 almost 8 
per cent of South Africa’s consumer 
goods imports came from India. In 
Tanzania it was 15 per cent and in 
Kenya 17 per cent. 

Tariffs regime

Commonwealth Asia countries are 
widely dispersed in terms of the 
level of protection they provide 
to their domestic enterprises. 
At one end of the spectrum is 
a country like India, which still 
maintains relatively high levels of 
tariff production for agricultural 
products. In 2009, the simple 
average of applied MFN tariffs 
imposed by India on agricultural 
products was just below 32 per 
cent although within this figure 
was a wide variation of tariffs. At 
the other end of the spectrum are 
countries like Singapore, which 
have all but eliminated tariffs. By 
2009, Singapore had eliminated 
tariffs on industrial products, while 
on agricultural products the tariff 
was 0.2 per cent. Malaysia, too, 
had single digit tariffs on industrial 
products, but on agricultural 
products the tariffs were slightly 
higher at about 11 per cent.

On average, Commonwealth 
Asia’s import tariffs on agricultural 
products have been rising. The 
average tariffs increased from 11 
per cent in 2005 to nearly 14 per 
cent in 2008. Interestingly, at the 
height of the economic downturn, 
Commonwealth Asia had lowered 
the average tariffs on agricultural 
tariffs to just over 10 per cent. 
A similar tendency was seen in 
the import tariffs on industrial 
products. After increasing from 
close to 8 per cent in 2005 to over 
9.5 per cent in 2008, tariffs on 
these products were dropped to 
below 7.5 per cent.

Interestingly, Commonwealth Asia 
imposed lower levels of import 
tariffs on imports from their 
counterparts in Africa during most 
of years in the second half of the 
previous decade. This phenomenon 
was particularly pronounced 
in 2009, when the tariffs on 
agricultural products faced by 
importers from Africa were, on 
average, more than 4 per cent lower 
than the world average. 

Countries in Commonwealth Africa 
were more protectionist than their 
Asian counterparts. The average 
tariffs on agricultural products 
were above 12 per cent in 2009, 
while the average industrial tariffs 
was nearly 10.5 per cent. However, 
tariffs for both agricultural and 
industrial products across countries 
appear much less diverse than in 
Commonwealth Asia. This is partly 
due to the fact that in most major 
economies in Africa, tariffs are 
significantly lower than countries like 
India, where the tariffs were found to 
be quite high, especially in the area 
of agriculture. Another feature of the 
duty structure of Commonwealth 
Africa was that average tariffs for 
agricultural products were generally 
higher for their Asian counterparts as 
compared to the overall average.

The above analysis shows that tariff 
structures of the countries from 
the two regions were quite similar 
during the previous decade, with 
the exception of India, where the 
agricultural tariffs are quite high. This 
finding implies that the two fastest 
growing regions in the world have 
ample opportunities to both deepen 
and widen their trade relations.

Trade logistics

World Bank indicators that capture 
the ease of trading in individual 
countries from among a set of 183 
countries show that trading across 
the borders in five of the eight 
Commonwealth member countries 
in Asia (see Table 1) is relatively 
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easy. Of the 183 countries included 
in the survey, five countries had 
the rank above 100 including 
Singapore who is at the top of 
the table, and three South Asian 
countries, India, Bangladesh and 
The Maldives are ranked below 
100. Commonwealth Africa ranks 
lower in terms of the facilities the 
member countries provide to the 
traders. Of the 20 countries in this 
group six are ranked in the top 
100 countries, and another six have 
ranks of 150 or more. 

Trading across borders is one of 
the several broad-based indicators 
(see Table 2) that the World Bank 
uses to assess the ease of doing 
business in individual countries. 
This once again shows that 
countries in Commonwealth Asia 
are overwhelming favourites with 
businesses. As earlier, five of the 
eight countries are ranked above 
100, and Singapore is once again 
the most attractive destination for 
businesses. However, only one other 
country finds itself in the list of 
the top 50 countries. Surprisingly, 
India, which has been attracting 
large volumes of foreign investment 

in recent years, is shown as the least 
favoured destination for businesses 
within Commonwealth Asia. In 
comparison Commonwealth Africa 
has more countries in the top 100 
countries for trading across borders 
in the ‘ease of doing business’ list. 
However, despite this positive 
finding, the World Bank reports 
that 12 countries from the region 
are outside the top 100 countries. 

Conclusion

Trade relations between 
Commonwealth Asia and Africa 
have remained at a very low 
level despite the rapid expansion 
of their economies. There are, 
however, a few exceptions, 
particularly from the African 
region. Some of the countries 
from this region have considerable 
dependence on their Asian 
counterparts, particularly for 
imports of consumer goods. 
Towards the closing years of the 
previous decade, Commonwealth 
Asia had begun importing large 
volumes of raw materials, coming 
as it does following involvement 
of their firms in the African 
continent. The trends therefore 

show that there is a possibility of 
greater trade and investment links 
with Africa. 

Dr Biswajit Dhar is Director 
General of RIS and has been 
intimately involved in the policy 
making process for more than a decade 
and a half.  
 
Research and Information System 
for Developing Countries (RIS) 
is an independent think-tank under 
the Ministry of External Affairs in 
India. RIS specialises in policy research 
on international economic issues and 
development co-operation and is 
envisioned as a forum for fostering 
effective policy dialogue and capacity-
building among developing countries on 
international economic issues. 
 
Research and Information System for 
Developing Countries
Zone IV-B, Fourth Floor
India Habitat Centre, Lodhi Road,
New Delhi-110 003, India
Tel: +91 11 24682177 80
Fax: +91 11 24682173 74
Email: biswajit@ris.org.in  
Web: www.ris.org.in  

I. Documents required to export and import (number)
i. Bank documents
ii. Customs clearance documents
iii. Port and terminal handling documents
iv. Transport documents

II. Time required to export and import (days)
i. Obtaining all the documents
ii. Inland transport and handling
iii. Customs clearance and inspections
iv. Port and terminal handling
v. Does not include ocean transport time

III. Cost required to export and import (US$ per container)
i. All documentation
ii. Customs clearance and inspections
iii. Inland transport and handling
iv. Port and terminal handling
v. Official costs only, no bribes

Table 1: What do the trading across borders  
indicators measure?

Source: World Bank, Doing Business, 2012

1. Starting a business

2. Getting electricity

3. Enforcing contracts

4. Protecting investors

5. Dealing with construction permits

6. Trading across borders

7. Registering property

8. Resolving insolvency

9. Paying taxes

10. Getting credit

Table 2: Indicators used to 
assess ‘ease of doing business’

Source: World Bank, Doing Business, 2012
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The challenges

Transport costs and access. From 
a country’s trade competitiveness 
perspective, the efficient access to 
affordable, reliable and cost effective 
transport systems remains an 
imperative challenge to be addressed 
in many developing countries. Their 
participation in global trade is largely 
determined by the cost of producing 
and bringing goods to markets in a 
timely manner. 

High transport costs constrain 
export development by limiting 

the range of potential products and 
markets in which goods can be 
competitively and profitably traded. 
Although the cost of maritime 
freight as a percentage of the value 
of goods has fallen globally by 
around 15 per cent over the last 
two decades, it remains very high 
for many developing countries. 
While developed economies pay 
on average 6.4 per cent of the value 
of imports for maritime transport, 
developing economies pay on 
average 22 per cent of the value 
of imports more at around 7.8 

per cent. In some regions, notably 
Africa, the average cost of maritime 
transport is 67 per cent higher than 
in developed countries, at 10.6 per 
cent of the value of imports. For 
landlocked developing countries 
the maritime leg currently 
represents about 8.7 per cent of the 
value of imports.

Energy, oil price and shipping 
costs. The global trade expansion 
of the last few decades was 
propelled by ever more efficient 
yet heavily oil-dependent transport 

The Challenge of 

Transport and trade 

Logistics

Anne Miroux, Director of Technology and Trade Logistics at 
the United Nations Conference on Trade and Development 
describes and assesses the challenges for the global transport of 
goods, together with suggested policy responses.
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systems. Shipping, which handles 
over 80 per cent of the volume of 
world trade, is heavily reliant on 
oil for propulsion and is not yet in 
a position to use alternative fuel 
types and technologies. A rise in oil 
prices increases the transport cost 
bill for shippers and can potentially 
undermine trade.

 
Governments need 
to provide the 
private sector with 
viable transport 
alternatives. 

Environmental sustainability 
of transport. With freight 
transport expected to grow in 
tandem with the growing world 
population, consumption and 
economic growth, the issue of 
environmentally sustainable 
transport development that is 
based on efficient energy use, 
cleaner energy sources and 
environmentally friendly modes of 
transport are becoming increasingly 
important. This is even more so 
given the heavy dependence of 
transport of oil and the need to 
reduce emissions of all kinds (e.g. 
pollutants and carbon).

It is expected that more than 80 
per cent of the predicted growth 
in transport emissions would come 
from road transport in developing 
countries. For these countries, 
promoting sustainable freight 
transport systems provides an 
opportunity to address the double 
burden of reducing fossil fuel 
energy reliance and minimising 
the negative incidence caused by 
climate change impacts while, at 
the same time, maximise the long-

term potential of economic growth 
presented by energy efficient and 
low carbon modes of transport.

Climate change impacts 
and adaptation in maritime 
transport. Like other economic 
sectors, transport, including 
international shipping, is facing 
a dual challenge in relation to 
climate change, since it needs to cut 
greenhouse gas (GHG) emissions 
as well as build its resilience in the 
face of negative impacts of the 
already committed GHG emission 
reduction and irreversible climate 
change. The impact of the current 
and projected climate change factors 
such as sea level rise and extreme 
weather events are of special 
relevance to maritime transport, 
especially ports. Adaptation action 
in maritime transport requires 
more resilient infrastructure and 
operations, rethinking of freight 
transport systems and integrating 
climate change considerations into 
investments and planning decisions, 
as well as into broader transport 
design and development plans.

New trends in national trade 
facilitation reforms. The trade 
facilitation agenda has changed 
and the scope of trade facilitation 
reforms is broadening, covering 
the entire supply chain, rather 
than being limited to the point of 
crossing an international border. 
As a result, business sectors now 
tend to take part as stakeholders of 
the reform rather than just users of 
public sector services.

The compliance with international 
conventions or other instruments 
related to both trade facilitation 
and security of the supply chain is 
also increasingly driving reforms. 
Compliance strategies become 
more complex with the focus on 
control and inspection of data rather 
than goods. ICT not only provides 
the mechanism for fast border 
transactions processing but also bring 

changes to institutional culture.
Multilateral negotiations 
and resulting commitments. 
The launch of trade facilitation 
negotiations at the World Trade 
Organization (WTO) in 2004 
was an important step in bringing 
the trade facilitation work to the 
focus of policy-makers in many 
developing countries. Delegates 
are now concentrating their 
efforts on the methodology 
where the starting point, in terms 
of compliance capacity, may be 
different for countries at different 
levels of development, but 
eventually the same ‘finishing line’ 
will apply to all. Customs-centric 
Single Window development. 
The implementation of a Single 
Window System (SWS) for 
international trade is considered 
as an efficient means to facilitate 
trade procedures. The concept of 
SWS has been defined as: “… a 
facility that allows parties involved 
in trade and transport to lodge 
standardised information and 
documents with a single entry 
point to fulfil all import, export, 
and transit related regulatory 
requirements.” If information is 
electronic, then individual data 
elements should only be submitted 
once. In practical terms, the SWS 
aims to expedite and simplify 
information flows between trade 
and government, and brings 
meaningful gains to all parties 
involved in cross-border trade.

The policy options

Building integrated 
multimodal transport 
networks. In order to tackle 
the issues of high transport 
costs and environmental impact, 
governments need to provide 
the private sector with viable 
transport alternatives that link into 
an integrated transport network 
capable of adapting to changes in 
demand or usage. Transport modes 
need to be connected not only 
on a national level but also on a 
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regional basis. Logistics corridors 
that connect to regional and global 
trade routes offer more efficient 
transport choices.

Energy, oil prices, and shipping 
costs. Understanding the interplay 
between transport costs, energy 
availability and access as well as oil 
price levels is fundamental, especially 
for many developing countries, 
whose trade is already hindered by 
relatively prohibitive transport costs.

Sustainable transport policies. 
Making a shift to environmentally 
friendly transport policies requires 
a holistic transport strategy that 
combines economic, environment 
and social measures. These measures 
call for different actors (including 
government and private sector) 
to take various actions and adopt 
policies. These include among others 
integrating of transport systems 
(whether at national and/or regional 
level), harnessing new technologies 
that allow for more energy-efficient 
and environmentally friendly 
transport systems and vehicles, 
promoting modal shift to more 
environmentally sustainable forms 
of transport where possible (such 
as rail or waterways), adapting and 
developing appropriate infrastructure, 
and reshaping the operating 
environment for green logistics.

Financing sustainable transport. 
A fundamental element in the 
promotion of sustainable transport 
systems lies in the shift in 
investment patterns. A collaborative 
approach between investment 
partners (government, private, 
donors, multilateral, etc.) is required 
to meet the huge investment 
requirements for more sustainable 
transport systems. Domestic public 
finance has to be made available 
to promote sustainable transport 
infrastructure development at 
national and regional level. The 
government should also facilitate 
the financing by providing 

incentives, guarantees or collateral 
to promote energy-efficient, low-
carbon technologies.

Climate change impacts 
and adaptation in maritime 
transport. Improving the 
understanding of the climate 
change impacts on maritime 
transport and associated adaptation 
requirements is crucial, in particular 
in view of the importance of 
international shipping and ports for 
global trade. Accurate information 
on the likely vulnerability of 
relevant climatic impacts on 
maritime transport, including their 
type, range and distribution across 
different regions, is required for the 
design of effective and adequate 
adaptation strategies.

Implementing trade facilitation 
reforms and future WTO 
commitments. Once decided 
nationally, trade facilitation reforms 
need to be implemented, and 
for each measure and context a 
country’s situation may be different. 
Some reforms may require technical 
assistance while others depend more 
on political will. Some reforms 
can be undertaken at the national 
level while others depend on 
co-operation with neighbouring 
countries. Some reforms are costly 
and others are not. Sometimes all 
stakeholders have a common interest, 
while on other occasions there is 
opposition from stakeholders who 
benefit from the existing inefficient 
procedures or business practices.

International customs co-
operation. Customs automation 
has existed in many countries 
for decades. Nevertheless it 
must be constantly updated 
and upgraded to adapt customs 
to a changing environment. 
This adaptation is done at the 
operational level by implementing 
processes and techniques that 
simplify the procedures toward a 
paperless environment by taking 

advantage of the progress in ICT. 
At national level this will lead to 
the implementation of a Single 
Window environment and multi-
agency co-operation. At global 
and regional levels this will lead to 
international cooperation between 
customs administrations, including 
the interoperability of their systems 
in a globally networked customs 
environment to ensure coherence 
and a high level of security.

This article has been extracted and 
updated with permission from a ‘Note’ 
published by the UNCTAD Secretariat, 
‘Transport and Trade Facilitation: 
Challenges and Policy Options’, 
prepared for the fourth session of the 
Multi-year Expert Meeting on Transport 
and Trade Facilitation, Geneva. 

Anne Miroux is Director of the 
Division on Technology and Trade 
Logistics. She worked in the UN 
Centre on Transnational Corporations 
before joining UNCTAD. For several 
years she was the team leader of the 
UNCTAD World Investment Report. 
 
The United Nations Conference 
on Trade and Development 
(UNCTAD) is responsible for trade 
and interrelated development issues, 
serving governments and enhancing 
dialogue among stakeholders towards 
achieving prosperity for all. It makes 
policy recommendations on trade, 
finance, technology and investment 
based on development focused research 
and analysis. UNCTAD delivers 
tailor-made technical assistance to 
developing countries and economies in 
transition, and helps them build the 
capacities they need for fair integration 
into the world economy, and improve 
the well-being of their citizens. 
 
UNCTAD, Palais des Nations
8-14, Avenue de la Paix,  
1211 Geneva 10,
Switzerland
Tel: +41 22 917 1234 
Web: www.unctad.org
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Canton Aargau is a canton of technology, energy and culture. It offers an overall 

package that is unbeatable. Quite rightly, Aargau has three “A’s” in its name: 

The well-known rating agency, Standard & Poor’s, rates it with “Triple A”, the best 

rating for company locations.

Aargau – a location that moves 
companies forward

1. Cost advantages 

Below-average tax rate, moderate wages and low 
real estate and property prices.

2. Perfectly developed in the heart of Europe

Canton Aargau is situated in the strongest Swiss 
economic region, in between Zurich, Basel, Bern 
and Lucerne.

3. Concentrated high-tech know-how

In Aargau, there are highly qualifi ed specialists 
in the high-tech industries of energy, electrical 
engineering, life sciences, medical technology, 
plastics, ICT and mechanical engineering.

4. High quality of life

Anyone who appreciates nature experiences 
and cultural highlights feels at home in Aargau. 
You can fi nd an outstanding educational 
system, innumerable leisure activities and many 
local recreational areas for the whole family.

Aargau Services – we pave the way for you

Would you also like to benefi t from the 
locational advantages of Canton Aargau? 
We would be pleased to support you.

 With regard to establishing a company, we 
can advise you on issues regarding tax law and 
labor law, legal forms, work permits and 
social security.

 We will arrange contacts for you with 
au thorities, experts, research institutions, 
banks, associations and companies. 

 We will fi nd suitable real estate and properties 
for you.

 We will inform you about economic and 
location issues, as well as forms of fi nancial 
support in Canton Aargau.

Contact us – we will be pleased to assist you!

The Aargau Services team 

f.l.t.r. 
Monika Ulrich, Florian Gautschi, 
Annelise Alig Anderhalden, 
Josef Küffner, Ellen Hildebrand

Paris

Munich

Milan

Geneva

Bern

Basel

Zurich
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Africa’s recent strong growth 
performance, especially in the 
aftermath of the global financial 
crisis, has testified to the underlying 
resilience and the robustness 
of many of the economies. 
Consequently, after years of 
reforms, domestic consumer 
demand is generally increasing 
as Africa’s middle class increases; 
good macroeconomic policies 
and management are contributing 
to more appropriate utilisation 
of resources; and, in several 
countries, growth sectors including 

agriculture, services, construction 
and manufacturing are performing 
well. These internal factors have 
come together with a favourable 
external environment including 
higher commodity prices and 
steady financial flows.

While growth has been achieved, the 
structure of the African economy 
has not changed. Economists have 
long emphasised the importance of 
structural change, defined as shifts in 
labour from traditional to modern 
industry as the driving force for 

economic development. Africa’s 
growth performance has remained 
dependent on natural resources, with 
oil and other resource exporters 
outperforming the others to a 
large extent. Furthermore, Africa’s 
manufacturing sector continues to 
lag behind, with growth concentrated 
in the service industries.

The lack of economic diversity 
has become more pronounced in 
the last decade, with a declining 
trend in the Diversification and 
Competitiveness Index. The 

Diversification for 

economic resilience 

in Africa

Professor Mthuli Ncube, Chief Economist of the African 
Development Bank, examines the factors behind Africa’s lack of 
economic diversity and highlights some ways forward.
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situation is more challenging in 
Africa’s oil producing countries. 

In the last decade, the seven less 
diversified countries are all oil 
exporters, including Nigeria. On 
the other hand, the most diversified 
countries include Morocco, Tunisia, 
South Africa, Tanzania, Kenya and 
Mauritius (Figure 1).

Achieving a more diversified 
economy in Africa requires more 
novel approaches in designing 
economic policies and strategies 
to change the structure of the 
African economy, its organisation, 
technology, management and 
institutions to achieve high, 
inclusive and sustainable growth 
and development.

Growth without 

diversity

The drivers of economic 
transformation in Africa are well 
researched and include investment, 
trade and industrial policy, a 
dynamic growth performance, 
macroeconomic stability, a 
competitive exchange rate and 
expansionary but responsible 
fiscal policy; and institutional 
variables such as good governance 
and absence of conflict. The role 
of infrastructure, with emphasis 
on transport and energy, is also 
important. In addition, the role of 
the private sector, either on its own 
or in partnership with the public 
sector, is considered crucial. Likewise, 
regional institutions and other 
international partners have a role in 
helping governments to implement 
policies conducive to diversification.

Unlike the rest of the developing 
world that gained world market 
share in both resource-based and 
manufactured exports, Africa’s 
exports have remained largely 
primary commodities. As a 
consequence, while the growth 
of manufacturing in developing 
countries has increased, Africa has 

remained on the sidelines. Africa’s 
share of global manufacturing 
value added (excluding South 
Africa) declined from 0.4 per 
cent in 1980 to 0.3 per cent in 
2005, while its share of world 
manufactured exports went from 
0.3 to 0.2 per cent. The rise of 0.6 
per cent in Africa’s share of world 
exports has been through higher 
exports of oil.

The way forward

In some African countries, 
sustained economic and business 
reforms, increased competition, 
FDI and initiatives supporting 
economic diversification are 
resulting in improved production 
processes, better products and 
higher integration in global 
value chains. Kenya, for example, 
has made significant headway 
in diversification, including 
its horticulture sector, that has 
expanded rapidly to become the 
country’s third largest source of 
foreign exchange.

For example, Kenya has managed 
to attain strong real growth in 
recent years through the export of 
vegetables. Successful diversification 
in the country’s financial services 
and rapid development of ICT have 
also aided trade diversification.

The success story of Mauritius 
as one of the most diversified 
economies in Africa is well 
documented. In addition to 
flourishing traditional export 
sectors such as sugar and honey, 
knitted garments, watches and 
clocks, Mauritius has managed to 
develop a vibrant non-traditional 
export sector based on other 
finished textile products and fish.

Nonetheless, most of Africa has 
not yet taken advantage of new 
trade opportunities to diversify 
towards manufactured exports, as 
has been the experience in East 
Asia; or increase the processing of 
their natural resources, as Chile and 
Brazil have done; or significantly 
enhance the export of services, 
as in India. The way forward 
requires a concerted domestic and 
international effort.

Maintaining the reform agenda
First, Africa needs to keep 
up the reform momentum. 
Institutional reforms undertaken 
in many African countries in the 
infrastructure sectors, including 
market restructuring through 
divestiture, increased private sector 
involvement, and the establishment 
of independent regulators have 
enhanced competition and 

Source: African Economic Outlook

Figure 1: Africa’s Most Diversified Economies
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increased efficiency. For example, 
Ghana, Mozambique and Uganda 
have reduced average processing 
time through customs from 
several weeks to only a few days. 
A key unresolved issue is how 
to strengthen governance at the 
sectoral level to ensure successful 
regulatory reform.

Closing the infrastructure deficit
Second, Africa needs to address 
the constraints posed by poor 
infrastructure. Available estimates 
indicate Africa will need sustainable 
investment equivalent to 5 per cent 
of GDP in infrastructure, and an 
additional 4 per cent of GDP to 
cover operation and maintenance 
requirements. This in frastructure 
investment will amount to about 
US$20 billion per year. The 
requirement of the roads sector 
alone is about 40 per cent of 
this total, while the energy and 
water subsectors would require an 
additional 20 per cent each.

The challenges of financing this 
infrastructure gap are certainly 
prohibitive for either the public 
or the private sector acting alone. 
Partnerships to facilitate private 
sector participation, a redefined 
role for the public sector, local 
community participation, regional 
and continental organisations and 
international donor involvement 
are all required ingredients. The 
policy and regulatory environment 
must remain right in Africa. 
A clearly defined policy and 
institutional framework is needed 
to accelerate the development 
and maintenance of infrastructural 
projects. Also needed is greater 
transparency on the part of 
governments in infrastructure 
financing, to encourage 
international involvement to 
complement efforts made by 
Africans for Africa.

Enhancing regional solutions
Third, regional integration is key 

to advancing the diversification 
agenda. The small average size of 
Africa’s economies, and the many 
landlocked countries, make using 
regional solutions imperative for 
the trade diversification agenda. 
Accelerated regional integration 
could cover a broad agenda 
including infrastructure, trade 
policy, and trade facilitation. For 
example, one way to lower trade 
costs is to foster co-operation at 
the regional level, to build business 
contacts among neighbouring 
countries. Regionally organised 
trade support institutions, which 
are now beginning to emerge 
throughout the continent, can 
help to identify and disseminate 
relevant information.

Also, harmonisation of safety (and 
other) regulations at the regional 
level is another area that would 
help all African countries. One 
important example is road safety, 
which is a major concern in Africa.

Private sector development
Fourth, private sector development 
is key for growth but can only 
be achieved if the state assumes 
its role in providing a business 
enabling environment, which 
includes strong and transparent 
institutions, adequate legal and 
regulatory frameworks and 
promoting access to international 
markets. Africa needs private 
sector development policies 
that enable entrepreneurship, 
as well as focus on sectors that 
offer most opportunities for 
diversification such as small and 
medium enterprises (SMEs). Such 
sectoral policies and approaches 
should involve special training 
in skills related to the sector, 
improving access to finance, 
enhancing productivity knowledge 
and development. Nearly all 
African countries have put in 
place measures to encourage 
entrepreneurial development. Some 
successes have been achieved in 

Egypt, Mauritius, South Africa, 
Nigeria and Zambia. Most 
importantly, these programmes 
require active public and private 
support to be successful.

Enhancing human capital
Finally, human capital 
development is key for economic 
diversification and for enhancing 
productivity and adoption of 
more advanced technologies. 
With more than 930 million 
inhabitants, almost half of whom 
are below the age of 15, Africa’s 
youth is the key to its future 
economic development. But at 
the moment, this is a resource 
that is being severely neglected. 
The skill development system in 
Africa remains constrained by the 
inadequate quantity and quality of 
teaching staff, obsolete equipment 
and teaching curricula and little 
relationship with the job market.
 

Professor Mthuli Ncube is the Chief 
Economist and Vice President of the 
AfDB. His team produces the African 
Economic Outlook, African Development 
Report, African Development Review, 
Africa Statistical Review, Africa in 50 
Years Time, and the Middle Class in 
Africa, among others. 

The African Development Bank’s 
(AfDB) mission is to help reduce 
poverty, improve living conditions for 
Africans and mobilise resources for 
the continent’s economic and social 
development. The institution assists 
African countries in their efforts 
to achieve sustainable economic 
development and social progress.

African Development Bank Group
15 Avenue du Ghana,  
PO Box 323-1002
Tunis-Belvedère, Tunisia
Tel: +216 71 10 39 00
Email: afdb@afdb.org
m.ncube@afdb.org
Website: www.afdb.org
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Since the inauguration of the 
current administration in the 
state in November 2010, led 
by Governor Rauf Adesoji 
Aregebesola, significant steps 
have been taken to leverage the 
economic potential of the state. In 
order to achieve economic growth, 
statewide development programmes 
in critical sectors have been rolled 
out in conjunction with the 
innovative five year fiscal strategy. 

Five year fiscal strategy

The current administration has 
formulated strategies aimed 
at mobilising the financial 
resources that are needed to 
fund its development agenda and 
programmes. The development 
agenda of the state is encapsulated in 

the Six Point Integral Action Plan to:
1. Banish poverty.
2. Banish hunger.
3. Banish unemployment.
4. Restore healthy living.
5. Develop functional education.
6. Create communal peace  

and progress.

The various developmental projects 
being pursued by the current 
administration, coupled with the 
low revenue profile of the state 
necessitated the implementation of 
a five year fiscal strategy that has 
the following initiatives: 

Restructuring of the  
state’s finances
The position of the state’s finance 
called for a restructuring and 

efficient management of cash 
flow. Initiatives such as contractor 
financing, special purpose vehicle 
structure, quasi-equity, public 
private partnerships (PPPs) 
and constructive use of banks’ 
facilities were introduced to 
fund the implementation of 
government projects.

Aggressive IGR drive 
Based on an aggressive IGR 
drive introduced in 2011, the 
state’s IGR which was US$1.88 
million per month in 2010 
grown to an average of US$3.75 
million. This was achieved by the 
plugging of leakages within the 
system without any increases in 
tax rates or the introduction of 
new taxes. 

Invest in  

the State of Osun, Nigeria

Osun is one of the 36 states of Nigeria. Located in the south-west region, it 
covers approximately 14,875km2 and shares boundaries with five other states. 
A land-locked state with an estimated population of 3.7 million people, its 
economic future is perceived to be as a provider of goods and services to Nigeria’s 
most commercially developed region. 

Organisation Profile

Welcome message

HE Ogbeni Rauf  
Aregbesola, Governor 
of the State of Osun

It is my pleasure to welcome 
the readers of the 2012 
Commonwealth Finance Ministers 
Report to this focus on the State 
of Osun, Nigeria. We consider 
this piece on Osun a unique 
opportunity to share our vision 
for economic development, 

the initiatives we have taken, 
our success stories, and the 
opportunities for international 
development partners and investors 
to collaborate with us.  

In the short time that we have been 
in office, we have worked very hard 
to turn our comparative advantages 
in carefully selected sectors into a 
competitive edge that will enable 
us to compete in the global value 
chain. We have done this while also 
improving our human development 
indices by focusing on education, 
health, and poverty reduction. 

As you read this article, you will 
begin to understand who we are 
and where we have come from 
as a state and how you can be a 
part of it. We provide information 
on our development projects, the 
successes we have recorded and 
the opportunities for investments 
and partnerships within the State 
of Osun. 

On behalf of the people of the 
State of Osun, I would like to 
invite you to take advantage of the 
opportunities available in ‘Ipinle 
Omoluabi’ - the ‘Land of Virtue’.  
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Reformation of the Internal 
Revenue Service
The state’s IGR targets have 
prompted the need for a 
reformation of the Internal 
Revenue Service. Initiatives in this 
regard include the empowerment 
of the body as an autonomous 
agency of government and the 
re-engineering of its operations 
to ensure an effective and efficient 
revenue service authority. These 
initiatives are encapsulated in 
the Revenue Administration Bill 
currently being considered by the 
state’s legislative body. 

Establishment of a Debt 
Management Office
The State of Osun Debt 
Management Office Law was 
passed by the State’s House of 
Assembly in June 2012 to instill 
financial discipline particularly 
in the area of borrowing. 
With this development, the 
responsibilities for loan sourcing, 
management and repayment now 
reside autonomously with Debt 
Management Office.

Revenue conservation  
With a view to guaranteeing fiscal 
discipline, and ensuring saving 
for an assured inheritance for 

future generations of the state, 
the Omoluabi Conservation 
Fund has been established. The 
US$26.3 million fund is meant 
for emergencies, infrastructure 
development, and for the future 
sustainability of the operations of 
the state. 

Unlike in the past, 
all government 
revenues are now 
collected through 
banks, supported 
by an appropriate 
information 
technology 
infrastructure. 

Bond issuance programme
Considering the financial 
requirements of the developmental 
projects under the current 
administration’s scope, and given 
the uncertainty and volatility of the 

money market, the state is currently 
arranging capital market funding, 
via issuance of developmental 
bonds totalling US$0.38 billion. 

Automation of revenue 
collection
This initiative was taken to 
reduce leakages and to promote 
transparency in all government 
revenue collection processes. 
Unlike in the past, all government 
revenues are now collected 
through banks, supported by an 
appropriate information technology 
infrastructure that minimises human 
interference. This initiative alone 
has significantly contributed to the 
improvement in the state’s IGR.

Local Content Policy
The Local Content Policy is an 
initiative of government that helps 
to promote the participation of 
local companies in government 
contracts. The thrust of the policy 
is to leverage on the state’s capital 
expenditure to stimulate job 
creation in the state. Aside from 
the fact that the policy promotes 
the award of contracts to local and 
indigenous contractors, foreign 
contractors are to ensure local 
content in the areas of staff, raw 
material sourcing and utilisation.
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Fiscal Responsibility Bill
As required for efficient allocation 
and management of public 
expenditure, revenue collection, debt 
control and transparency in fiscal 
matters in the State of Osun, the 
State of Osun Fiscal Responsibility 
Bill was passed by the State House 
of Assembly in July 2012.

Initiatives are geared 
towards attracting 
private sector 
investments, in 
selected economic 
sectors. 

Development 

programmes

The most important programmes 
for economic development are 
perhaps the ones in the areas of 
youth development, education, 
agriculture and tourism. The 
following programmes have given 
rise to a number of investment 
and partnership opportunities that 
can be explored by domestic and 
international investors, development 
agencies and funding partners. 

Osun Rural Enterprise & 
Agriculture Programme 
(OREAP) 
This is a mass food production 
programme that is focused on 
capturing 10 per cent of the Lagos 
(15 million people) food market 
estimated at US$23 million per day.

Osun tourism 
This tourism industrialisation 
programme entails the development 
of tourism resources and assets 
into sustainable commercial 
opportunities through public 

private partnerships (PPPs). These 
resources include key sites, festivals, 
arts and crafts, and fashion. 

Osun Youth Em powerment 
Scheme (OYES)
This is an interventionist youth 
employment and empowerment 
scheme which aims to reduce the 
youth unemployment rate in the 
state. Participants earn a stipend 
from government while providing 
public services such as environment 
sanitation, traffic management, 
etc, for a maximum period of two 
years, within which they are trained 
and moved on to more forms of 
permanent employment.

The World Bank reviewed the 
scheme and recommended it to the 
Federal Government of Nigeria 
as a model to be replicated in 18 
states of the country under its Youth 
Empowerment and Social Support 
Operation. The World Bank has also 
offered to provide assistance through 
grants and capacity building for the 
development of internal systems as 
well as study tours to places where 
successes have been recorded in 
social safety net models. 

Osun schools 
This programme aims to construct 
and/or rehabilitate all public schools 
in the state. The objective is to create 
world class learning environments 
that can attract enrolments from 
outside the state’s borders.

Investment and 

partnership 

opportunities

Based on its land and water 
potentials, Osun is being positioned 
as a major producer of primary 
resources. It is a logistics hub for 
trade in agricultural commodities 
and manufactured goods due to 
its geographic positioning and 
transport connections; a provider 
of health and education services; 
a provider of infrastructure for 

manufacturing; and as a destination 
of choice for tourism thanks to its 
cultural history, heritage sites, and 
traditional arts and crafts. 

A range of initiatives are geared 
towards attracting private sector 
investments, in selected economic 
sectors, to target significant shares 
of the regional, national and 
international markets. 

Agriculture 
The State Government of Osun’s 
agriculture industry welcomes 
investment and partnership. In 
addition to the positive effect on 
the state’s GDP and the creation 
of jobs, the entrance of large scale 
mechanised farming enterprises 
into the agriculture market in 
Osun will introduce innovations 
in agricultural production, storage 
and marketing that the smallholder 
farmer can quickly replicate.

Investment and partnership 
opportunities exist in arable 
crop and livestock production, 
specifically in commodities such as 
maize, cassava, rice, poultry, cattle 
and aquaculture. These crops and 
livestock were selected based on 
qualities such as their varied utility 
and the consumer demands of 
regional markets.

Tourism 
The main objective of this ‘Master 
Plan’ is for Osun State to become 
a world class first choice tourist 
destination. This will be achieved 
through the strategic development 
of Osun’s tourist attractions through 
PPPs. There are about 65 tourist sites 
in the State of Osun and 78 annual 
festivals. Five of these tourist sites 
have been set aside for immediate 
development. Pilot projects in the 
first phase of implementing this 
plan include Olumirin Water Fall, 
Osun International Tourist Village, 
Ayikunnugba Water Shed, Ile Ife 
Cluster and the Kiriji War Site.
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Mining
Osun State is a hub of mining 
activity. Companies such as 
the Living Spring Minerals 
Promotion Company Ltd are 
engaging with development 
partners who are willing and 
able to partner with it in the 
development of its various mining 
assets. The company is specifically 
looking for partners which can 
work directly with or link up 
with local mining companies in 
legally binding, structured, clearly 
articulated and well organised 
partnerships for the development 
of the mines, extraction of the 
minerals and marketing of the 
various products globally. 

Osogbo Market
Osogbo, the capital-city of the 
State of Osun was, up untill the 
early 1970’s, the commercial hub 
of the south west region. The 
restoration of Osogbo, as a mid 
regional centre of commerce will 
engender cost effective business 
opportunities and market 
linkages for manufacturers, 
farm producers and consumers. 
Collaboration is required in the 
area of logistic management of 
the project. 

Power 
Electricity is critical in the 
industrialisation of the State of 
Osun. Economic co-operation 
towards the construction and 
management of captive power 
plants with capacity of 10MW is 
desirable. Captive power plants 
are required to supply electricity 
to industrial estates and agro-
industrial clusters.

Water
Investment opportunities around 
water include the construction and 
management of mini water plants 
under the urban water scheme of 
the state.

Education
The State Government has embarked 
on aggressive reform of the basic 
school system which has led into 
a complete reconstruction of all 
schools in the state and opportunities 
now exist for long term financing 
arrangements for the construction of 
primary and secondary schools.

Health
The lack of capacity in tertiary 
healthcare services has led to 
a situation in which Nigerians 
seek healthcare overseas. The 
State of Osun offers land and 
other incentives for healthcare 
investments pursuing an import 
substitution strategy. Opportunities 
exist for the establishment of 
diagnostic centers, specialist 
hospitals, health farms, etc.

Housing
The state has a housing policy in 
place with robust incentives for 
investments in the housing sector 
through PPPs. The objective of this 
policy is to ease the challenges of 
affordable housing problems in the 
major cities in the state. Therefore, 
would-be investors in the housing 
sector are particularly encouraged 
to talk to us in Osun.

A one-stop shop for 

investments and 

partnerships 

Realising the economic potentials 
of Osun requires an approach that is 
rooted in innovation and cross sector 
partnerships. In this regards, the 
Office of Economic Development 
and Partnerships (OEDP), an 
agency of government domiciled 
in the Office of the Governor, was 
set up to help expand the state 
government’s capacity for innovation 
and improved effectiveness in 
economic governance. 

The OEDP mandate is to 
promote innovation in economic 
development and to use creative 
partnerships to facilitate economic 
transformation. The OEDP engages 
with investors and development 
partners on behalf of the state 
government in realizing economic 
opportunities that are beneficial to 
all parties concerned. 

The Office of Economic 
Development & Partnerships
Office of the Governor, Osogbo
State of Osun, Nigeria
Email: oedp@osunstate.gov.ng
Web: www.osunstate.gov.ng
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The past decade has witnessed a 
sharp increase in global foreign direct 
investment (FDI) flows to developing 
countries. Commonwealth 
developing countries have not 
missed the boat. Indeed, flows to 
Commonwealth developing countries 
have more than quadrupled from 
an average of about US$15 billion 
in the 1990s to over US$70 billion 
the last few years. Although with 
much lower levels, the low-income 
Commonwealth members have 
registered similar trends. Particularly 
strong growth was recorded in 

India as well as in some African 
countries such as Zambia (see box). 
This phenomenon has occurred in 
the context of strong global growth, 
favourable financing conditions 
and robust terms of trade growth 
in developing countries. Abundant 
global liquidity coupled with low 
interest rates have been key factors 
pushing FDI flows to developing 
countries, while improvements 
in economic fundamentals in the 
context of market-oriented reforms 
in many countries were important 
‘pull’ factors.

The benefits of FDI  

inflows

The benefits of FDI flows are 
numerous. There is overwhelming 
empirical evidence that FDI is 
good for economic growth. This 
is especially true in developing 
countries, where, more than 
elsewhere, FDI has the potential 
of supplementing low savings 
and adding to the capital stock, 
thereby directly increasing 
productive capacity. This is 
particularly important if FDI is 
accompanied by improvements 

Attracting foreign 

direct investment

Montfort Mlachila, of the African Department of the 
International Monetary Fund, discusses the drivers that 
affect foreign direct investment flows, in particular improving 
the pull factors.
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Trade & Investment for Prosperity

in infrastructure, a phenomenon 
that has been observed in the 
case of FDI from the so-called 
BRICs (Brazil, Russia, India, 
and China). Indirectly, FDI 
can lead to productivity gains 
through technology transfer, skill 
acquisition, increased competition 
(and associated lower costs), and 
expansion of exports.

In many African Commonwealth 
countries such as Ghana, Sierra 
Leone and Zambia, FDI has been 
the driving force for tapping 
natural resources. This is most 
evident in the rapid growth of 
oil and mining industries, leading 
to sharp increases in production, 
exports and processing capacity. 
Additional revenues from these 
sources have strengthened 
countries’ balance of payments 
positions, and given governments 
more fiscal space to undertake 
much-needed investments in social 
and physical infrastructure.

What drives FDI flows?

FDI flows are typically driven 
by two groups of factors. First, 
the so-called ‘pull’ factors, or 
domestic conditions of recipient 
countries. Typical pull factors are 
stable macroeconomic conditions, 
availability of natural resources, the 
size of the domestic market, growth 
prospects, as well as structural 
factors such as the strength of 
institutions and the quality of 
infrastructure. Put differently, all 
factors that increase the ease of 
doing business – be it reliable 
electricity, the number of days it 
takes to obtain a permit or the 
ease of repatriating profits – are 
critical to an FDI promoting 
strategy. While many policy-makers 
are tempted to throw in fiscal 
sweeteners (tax holidays, tariff 
protection, etc.), there is abundant 
evidence that these are usually very 
costly financially, ineffective, and 
promote a beggar-thy-neighbour 
race to the bottom.

Rich countries 
typically have 
abundant capital and 
relatively low return 
on capital, while 
the opposite is true 
in most developing 
countries. 

‘Push’ factors are external 
conditions that promote outward 
FDI. The main push factor is 
the search for greater returns on 
capital. Rich countries typically 
have abundant capital and 
relatively low return on capital, 
while the opposite is true in 
most developing countries. In an 
environment such as the current 
one of low world interest rates and 
abundant liquidity, many investors 
are keen to invest in other 
countries where the (risk-adjusted) 
return is greater, instead of parking 
their money in low-yielding 
financial instruments.

Attracting inflows

While countries can do little 
about push factors, there is indeed 
a lot they can do to attract FDI 
inflows. Here are a few of the most 
important ones:

 Stable macroeconomic 
conditions. It goes without 
saying that no one wants to 
invest in a country with high 
inflation, bloated fiscal deficits, 
an overvalued exchange rate 
and low external reserves. 
Fortunately, over the past decade 
most Commonwealth developing 
countries have achieved relatively 
stable macroeconomic conditions.
 Improving investment and 
business climate. This is by far 
the most important pull factor 

for investors. Investors above all 
want to be assured that they will 
reap and keep sufficient returns 
on their investment. They thus 
want secure property rights, 
rule of law, physical security, 
and utilities that actually work. 

CASE STUDY: ZAMBIA 
Zambia has achieved considerable 
progress over the past two decades 
in improving its policy framework 
in order to attract more FDI. 
The country embarked on a 
far-reaching set of economic 
reforms in the early nineties, 
notably through trade liberalisation 
and privatisation. The focus of 
the reforms was to improve the 
investment climate for both 
domestic and foreign investors. 
This was done by enhancing public 
agencies supporting private sector 
led development, improving the 
regulatory framework, and having 
quite a liberal investment climate 
(including free repatriation of 
profits, royalties, fees and wages, and 
no requirements for use of local 
content for inward FDI). One of 
the features of the government’s 
industrial development strategy is 
the development of industrial parks. 
In 2007 the government adopted 
legislation for multi-facility 
economic zones.  
 
As a result, FDI from all over 
the world, including from 
Commonwealth countries such 
as Australia, Canada, India and 
the UK, has flowed in over the 
past decade. In recent years, 
Chinese FDI has become quite 
prominent. Total FDI flows rose 
from negligible amounts during 
the nineties to about US$1.6 
billion in 2010 (10 per cent of 
GDP). While the lion’s share of 
the FDI has gone into the mining 
and related sectors, there has been 
more diversification in recent years 
into other area such as agriculture, 
banking, telecommunications and 
light industry.
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Business facilitation measures 
such as one-stop shops can 
certainly help by reducing red 
tape, but underlying problems 
must be addressed first.
 Improving infrastructure. 
Many Commonwealth 
developing countries are faced 
with serious infrastructure 
bottlenecks, especially in 
transport and electricity. The 
rapid growth in most countries 
over the past decade has put 
enormous strains on the 
existing infrastructure, leading 
to frequent power outages and 
chronic traffic jams. Without 
good, reliable and inexpensive 
utilities, the high return on 
investment in developing 
countries can be a mirage, even 
if labour costs are much lower 
than in developed countries. 
In some cases industrial parks 
can facilitate the process by 
creating an environment with 
good infrastructure and reliable 
utilities, while promoting 
backward and forward linkages, 
and creating synergies in 
industrial clusters.
 Regional policy co-ordination 
could help countries limit the 
competition to offer ever greater 
incentives. Deeper regional 
integration could also make 
small economies more attractive 
to FDI, notably by lowering 
trade barriers. Furthermore, 
regional projects, especially 
in the power and transport 
sectors, can play a crucial role 
in increasing economies of scale 
and facilitating the movements 
of goods.

Policy challenges

A major challenge for policy-
makers is to ensure that FDI 
inflows effectively promote 
employment and improve 
competitiveness of their 
economies. It is important to 
foster links to the global economy 
for local firms. Thus, continued 

improvement in the investment 
climate without discrimination is 
important, as are policy incentives 
to FDI to encourage joint 
ventures and local employment. 
At the same time, 

Policy-makers should 
be forwardlooking 
to ensure adequate 
skill supply required 
by local and foreign-
invested firms. 

however, policy-makers should 
be forward-looking to ensure 
adequate skill supply required by 
local and foreign-invested firms; 
some policy measures such as 
local content and employment 
requirements can serve only as 
a temporary tool. Policy-makers 
should also be aware that some of 
those policy instruments are very 
costly. They need to ensure that 
the development of new activities 
financed by FDI, particularly 
new resource extraction, should 
contribute to enhancing domestic 
revenue mobilisation and, by 
extension, financing of priority 
public s pending. Therefore, 
governments need to carefully 
consider fiscal costs of any policy 
incentives to FDI, ensuring that 
public resources are devoted to the 
highest development priorities.

An important strategy 

element

There is no doubt that FDI 
inflows have positively contributed 
to the rebound in growth in a 
large number of Commonwealth 
developing countries over the past 
decade or so. Therefore promoting 
FDI inflows should be an 

important aspect of any country’s 
development strategy. The main 
driver of FDI inflows, apart from 
a stable macroeconomic climate, is 
good business climate that ensures 
that investors can maximise 
their return on investment and 
get to keep their profits in a 
secure and stable socio-political 
environment. The focus should be 
on improvements in areas that are 
critical for attracting FDI such as 
the availability of adequate and 
reliable infrastructure, rule of law, 
and reduction of red tape and 
corruption.

The views in this article are those 
of the author, and should not be 
attributed to the IMF, its Executive 
Board, or its Management.

Montfort Mlachila, a national 
of Malawi, is an economist and 
currently Deputy Division Chief 
of the Regional Studies Division 
of the African Department of the 
International Monetary Fund, where 
he has worked for nearly 15 years. 
Prior to that, he worked at the Reserve 
Bank of Malawi in various economist 
positions. He has written extensively 
in the areas of financial development, 
economic growth, fiscal policy and 
international trade covering a wide 
range of countries in Africa, Asia, the 
Caribbean and Latin America. 
 
The International Monetary Fund 
(IMF) is an organisation of 187 
countries, working to foster global 
monetary co-operation, secure financial 
stability, facilitate international 
trade, promote high employment and 
sustainable economic growth and reduce 
poverty around the world. 
 
International Monetary Fund
700 19th Street,  
NW, Washington,  
DC 20431, USA
Tel: +1 (202) 623 8183
Email: mmlachila@imf.org
Website: www.imf.org
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SPECIAL FEATURE: Kroll Advisory Solutions

Africa’s economic performance 
over the past decade has 
outstripped any previous period, 
and current forecasts suggest that 
its economy will grow at about 5.5 
per cent in 2012. Armed conflict 
has significantly reduced, providing 
the stability required for economic 
growth and development. State-
owned enterprises have been 
privatised and legal and regulatory 
systems are being strengthened. 
Inflation is being brought under 
control, and foreign debt and 
budget deficits are being reduced. 
Foreign Direct Investment (FDI) 

projects are reported to be up by 
27 per cent from 2010. Across the 
continent, African economies have 
opened up to international trade. 

The accompanying excitement 
is understandable, both for the 
countries involved, for whom 
the benefits are potentially 
transformative, and for investors, 
who stand to generate handsome 
returns. But despite these stellar 
numbers, there remain lingering 
concerns that Africa is less stable, 
more corrupt, and generally riskier 
than other regions. Are these 

concerns valid, and if they are what 
can investors do about them?

Be sure to do your 

homework

As the bleak outlook for domestic 
growth drives many Western 
companies to look to expand 
overseas into unfamiliar markets, 
these businesses are faced with a 
set of risks that they may not have 
encountered in previous transactions. 
The risk is not confined to the 
failure of the specific deal in question; 
the wider fallout may also extend 
to lasting damage to the investor’s 

Preparation critical 

to companies investing 

in Africa  
(“Akili ni ndonge” - “Knowledge brings rewards”)

Melvin Glapion, Managing Director, Kroll Advisory Solutions 
discusses Africa’s exciting growth potential and advises how 
investors can maximise their chances of success.
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reputation at home. Reasons for 
failure are many and often relate 
to bad reputations, exposure to 
fraud and corruption, undisclosed 
interests, personality clashes and 
links to organised crime. This critical 
information should be uncovered 
before committing to a transaction.

However, hidden risks are not always 
identified by legal and financial due 
diligence. Dedicated profiling should 
be carried out on the commercial 
track-record and industry reputation 
of potential partners and acquisition 
targets in order to determine 
whether a particular relationship 
presents vulnerabilities.

Know your market

Africa is a vast continent, 
comprising a billion people, 
speaking over 300 principal 
languages, and dispersed across 54 
sovereign states. This corresponds 
to a bewildering array of different 
and often fragmented sets of rules, 
regulations, stakeholders and 
markets. This local distinctiveness 
needs to be fully understood and 
carefully navigated if investors and 
their partners are to succeed.
 
In particular, business models 
and growth projections need to 
be closely scrutinised in the light 
of local operating conditions. 
Awkward export routes, poor 
infrastructure (unreliable internet 
coverage and erratic power supply 
are common complaints), slow 
bureaucracy and uneven regional 
integration patterns can all combine 

to derail even the most carefully 
planned commercial objectives.

The political environment, too, 
requires close attention and specialist 
assessment. African democratisation 
is very real, with the one-party 
state increasingly the exception, 
rather than the rule. Most African 
countries have transitioned, or are 
transitioning, towards some form of 
participatory democracy. But this 
has not necessarily led to a more 
stable investment environment. As 
Cote d’Ivoire, Kenya and others 
have shown, election results are 
frequently contested, overturned, 
or accompanied by outbreaks 
of violence. Governments can 
be fragile, and brief in duration. 
Institutions can matter less than 
individuals. Fully understanding 
where power lies, how it is 
exercised, and who might bring 
influence to bear on your partner 
or acquisition target is necessary 
to gauge this risk and increase the 
chance of controlling it.

Know your partner

Inadequate reporting standards, 
erratic observance of regulation 
and information opacity make it all 
the more important that thorough 
and independent due diligence 
is carried out on individuals and 
entities which are being considered 
as joint venture partners or 
acquisition targets. Efforts should 
be made to understand the history 
of the business and the origins of 
capital of the founders, the accuracy 
of asset valuations, the existence of 
undisclosed beneficial owners and 
controversial associates, involvement 
in commercial disputes or litigation, 
and possible conflicts of interest. 
For example, in the DRC, investors 
in the natural resources sector will 
want to know precisely how a 
mineral concession was originally 
awarded; similarly, in the Gulf of 
Guinea, it will be necessary to go 
beyond the paper record of the 
‘local content’ participant and 

identify the ultimate holder of a 
hydrocarbon block.

A number of prominent cases 
such as Haliburton/KBR in 
Nigeria have highlighted the 
risks of breaching anti-corruption 
regulations such as the Foreign 
Corrupt Practices Act and the 
UK Bribery Act. Many of these 
cases have resulted in record 
disciplinary fines. Joint venture 
partners, suppliers and third parties 
should be scrutinised to ensure 
their compliance with international 
best practice and regulation. Local 
resources will be required to 
penetrate beyond the press releases 
and fully understand a company’s 
activities behind the scenes.

Knowledge brings 

rewards

All in all, the African investment 
arena offers an exciting and growing 
array of opportunities. Whilst 
widespread reform, improved 
governance, the commodities 
boom, increased disposable income, 
urbanisation and a developing 
services sector are all contributing 
to growth, an investor’s chance of 
success is greatly enhanced when 
their strategy is supported by deep 
local knowledge, informed market 
insight, rigorous due diligence and 
accurate and independently-sourced 
intelligence.

Kroll Advisory Solutions is the 
global leader in helping clients mitigate 
and respond to risk. They provide a 
comprehensive range of Investigations 
Services to give clients the information 
they need to make confident decisions in 
high risk situations throughout the world.  
 
Kroll Advisory Solutions
Nexus Place
25 Farringdon Street
London EC4A 4AB
United Kingdom
Tel: +44 (0)20 7029 5313
Email: mglapion@kroll.com
Web: www.krolladvisory.com

Country 2011 - 2015

India 8.2

Mozambique 7.7

Tanzania 7.2

Ghana 7.0

Zambia 6.9

Nigeria 6.8

Annual average GDP growth (%)
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Sovereign Wealth Funds (SWFs) 
have existed for many decades. 
Yet, for a long time, they remained 
largely unknown to the public and 
out of the policy limelight. This 
relative obscurity changed abruptly 
around 2006 as several sovereigns 
had begun accumulating foreign 
currency and fiscal surpluses and 
deploying them actively in foreign 
financial assets. The sovereigns 
had suddenly emerged as a major 
class of cross-border institutional 
investors and capital market 
participants. These developments 

attracted considerable policy and 
commercial interest including, in 
some instances, fuelling  national 
security concerns that quickly 
led to a wider debate about the 
roles, rights, and responsibilities of 
sovereign investors. 

In addition, they also generated 
perceptions, and controversies 
that became so widespread and 
commercially and politically 
intense that in October 2007 the 
international community asked the 
International Monetary Fund (IMF) 

and other international organisations 
to analyse the key issues surrounding 
SWFs and start a dialogue with the 
SWFs and countries receiving SWF 
investments. The key outcome of 
this effort was the development of 
the generally accepted principles 
and practices (Santiago Principles) 
by the SWFs, facilitated by the IMF. 
The aim of the process had been to 
identify a set of practices that would 
lead to greater clarity about the 
operations of SWFs, their role and 
policy objectives, and at the same 
time fortify SWFs’ operations. These 

Economics of 

Sovereign Wealth Funds

Udaibir S. Das and Abdullah Al-Hassan of the 
International Monetary Fund consider how 
Sovereign Wealth Funds fit into the changing 
global financial landscape.
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steps were intended to contribute 
to a more stable environment for 
the establishment of SWFs and 
their cross-border investment flows, 
and also stave off protectionist 
sentiments against SWFs, a task 
that is now being carried forward 
by the International Forum of 
Sovereign Wealth Funds (IFSWF), 
established by the SWFs in Kuwait 
in April 2009 as the successor to 
the International Working Group 
(IWG) which formulated the 
Santiago Principles. 

The Santiago Principles process 
changed the character of the 
focus that had been put on SWFs. 
Thanks to their fairly stable 
sources of funding – oil and 
commodity revenue in many 
countries - SWFs were a welcome 
source of fresh long-term 
investment capital. Through their 
actions and communications, many 
SWFs managed to reassure country 
authorities and financial markets 
that their investment decisions 
were driven by financial risk-
return considerations. Additionally, 
since 2006 the Organisation 
for Economic Co-operation 
and Development (OECD) has 
hosted the Freedom of Investment 
process, which led to guidance 
for recipient countries on policies 
toward SWFs to minimise the 
risk of the calls for protectionism 
against sovereign investors.

With the adoption and publication 
of the Santiago Principles in 
October 2008, much more is now 
known and understood about 
SWFs today than, say, six years ago.  
A number of SWFs have started 
publishing Annual Reports, and 
self-assessment of their existing 
practices against the Santiago 
Principles. Yet, much remains to be 
better explained, especially from 
an economic and policy angle, 
about how the funds are evolving 
as a result of both their greater 
experience and the important 

lessons learned from the on-going 
global financial crisis, and in 
strengthening their operations as 
reliable and responsible sovereign 
institutional investors.

SWFs and recipient 
countries need to 
work toward greater 
organisational 
and operational 
transparency. 

Macro-financial 

relevance of SWFs

In many cases the focus on SWFs is 
narrowly defined, particularly when 
most foreign assets are held by a 
country’s central bank which have 
an investment strategy very similar 
to that of an SWF. Therefore, it is 
important to analyse the policy and 
structural questions associated with 
the creation of SWFs specifically 
the conditions under which it 
would be appropriate for countries 
to set up a SWF. In particular, there 
should be clear objectives for a SWF 
from a macroeconomic perspective, 
including its role within a broader 
sovereign asset-liability framework. 

A better dialogue between SWFs, 
capital markets, and recipient 
countries increases the chances of 
achieving mutually acceptable policy 
outcomes. With public attention 
focused on recipient countries’ 
responses to a number of high-
profile investments, it is easy to 
forget that the design and operations 
of SWFs have important domestic 
macroeconomic consequences. After 
all, SWFs manage public money that 
could have been spent domestically 
rather than invested abroad. 
Nonetheless, a poorly designed 

SWF can be a source of instability in 
the home country.  

Institutional factors

A topical issue is how the Santiago 
Principles affect the behaviour 
of SWFs. Some observers have 
suggested that SWFs could partly 
allay the concerns about possible 
political motivations behind their 
activities by investing through 
fund managers located in the 
recipient countries. However, the 
use of fund managers may not 
necessarily address these concerns 
and add to the protectionism. 
Therefore, to dispel the concerns 
of recipient countries, SWFs and 
recipient countries need to work 
toward greater organisational and 
operational transparency. The road 
for implementation of the Santiago 
Principles is evolving, and there 
are encouraging signs that SWFs 
are becoming more open and 
responsive to public policy concerns 
about their activities with clear 
communication strategy.

To help support capital markets, 
coherent reporting framework 
and multilateral surveys (e.g., 
Coordinated Portfolio Investment 
Survey and Coordinated Direct 
Investment Survey) have been set up 
by the international community 
to support a stable global financial 
system and the free flow of capital 
and investment. Furthermore, the 
OECD guidance for recipient 
countries toward SWFs reaffirms 
the relevance of long-standing 
OECD investment principles, 
but also indicates ways in which 
national security concerns should be 
handled, for instance through peer 
monitoring of countries’ adherence 
to the guidance. 

Investment approaches 

and financial markets

Strategic Asset Allocation strategies 
of SWFs continue to evolve. As 
with other institutional investors, 
some SWFs provide a good 
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understanding of the composition 
of their portfolios and explain risks 
and returns at length, while others 
are more reserved in disclosure. 
For example, the global financial 
crisis may have led to changes in 
the governance and investment 
strategies of both SWFs and central 
banks. One possibility is that 
the similar investment strategies 
used by central banks, SWFs, and 
sovereign pension funds will likely 
be replaced by complementary 
investment strategy in the years 
ahead, depending on the investment 
objectives of each institution. Also, 
factors such as macro-stabilisation 
and sovereign asset-liability 
management considerations, as 
well as ongoing global financial 
regulatory reforms, may need to 
factor more prominently in SWFs’ 
investment strategies. 

When comparing SWFs with 
other institutional and commercial 
investors, market concerns 
could arise as a result of sectoral, 
geographic, or asset concentration 
by some SWFs. SWFs subscribing 
to the Santiago Principles should 
be managed on the basis of 
financial rather than political 
considerations. Nonetheless, there 
is a concern that their investment 
activities are likely to remain more 
politically motivated than market 
based, reinforcing the importance 
of transparency.

Post crisis outlook 

The global financial crisis did not 
bypass SWFs. Like several other 
institutional investors, not only 
did some SWFs  suffer accounting 
losses on their investments, but 
others had to realise those losses 
because their assets were needed 
to finance domestic support and 
stabilisation measures to mitigate 
the effects of the crisis.  Therefore, 
the crisis has forced SWFs to review 
their strategies, models, parameter 
assumptions, risk tolerance, and 
overall governance arrangements. 

SWFs face both opportunity and 
risk in a world changed by the 
global financial crisis. There is a 
need, however, for continuous 
improvements in the institutional 
responsiveness of SWFs with regard 
to their governance, investment 
processes, and communication. 

SWFs need to continue building 
on the successes of the Santiago 
Principles, both through the 
IFSWF and individually, and 
establish a basis for greater 
accountability of SWFs in home 
and host countries. Capital markets 
and the recipient countries 
also need to resist financial 
protectionism. Clearly, these 
difficult processes require trade-
offs between national interests, 
accountability, and transparency. 

It is also necessary to analyse and 
manage SWF assets in the context 
of broader sovereign assets and 
liabilities, and to recognise and 
mitigate the risks that come with 
an increased role for SWFs  in the 
local economy. This involves, among 
other things, reassessing reserves 
needs, quantifying contingent 
liabilities, understanding the 
investment horizon, realigning the 
risk tolerance of all stakeholders, and 
educating politicians and the public. 

Although reflecting unique national 
objectives and facing different 
issues, many aspects of their SWFs’ 
operations are similar. The design 
and operational considerations 
underpinning the funds vary 
with country circumstances and 
technical capacity levels. Practices 
also evolve over time to adjust 
to new macroeconomic and 
financial market realities. SWFs 
must help foster greater clarity 
and purpose with respect to 
their investment objectives, and 
implementation. Furthermore, 
to deal with unexpected adverse 
economic circumstances (such as 
a significant economic downturn, 

or an abnormal drop in revenue), 
it is important to ensure that the 
asset allocation strategies are flexible 
enough to ensure that withdrawals 
can be met without incurring 
higher day-to-day borrowing 
costs or other financial or fiscal 
risks. Well-developed institutional 
investors could help establish a more 
explicit link between the relevant 
strategic asset allocation framework 
and the overall macro economy.

This article summarises topics covered in 
the 2010 IMF publication ‘Economics 
of Sovereign Wealth Funds -Issues for 
Policymakers’ edited by Udaibir S. 
Das, Adnan Mazarei, and Han van 
der Hoorn. The views expressed in 
the article are those of the authors and 
should not be reported as or attributed 
to the IMF. 

Udaibir S. Das is the Assistant 
Director of the Monetary and Capital 
Markets Department at the IMF where 
he heads the Debt and Capital Markets 
Instruments Division. Prior to joining 
the IMF, he worked at the Reserve 
Bank of India, Bank of Guyana, and is 
currently at the Bank for International 
Settlements with the Basel Committee.

Abdullah Al-Hassan is an economist 
in the IMF’s Monetary and Capital 
Market Department, working within 
the Debt and Capital Markets 
Instruments Division.

 The International Monetary 
Fund (IMF) is an organisation 
of 188 countries, working to foster 
global monetary co-operation, secure 
financial stability, facilitate international 
trade, promote high employment and 
sustainable economic growth, and reduce 
poverty around the world.

International Monetary Fund 
700 19th Street, N.W. 
Washington, D.C. 20431 
USA 
Tel: + 1 (202) 623-7000 
Web: www.imf.org
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Public private partnerships 
(PPPs) are now being used 
throughout both the developed 
and the developing countries of the 
Commonwealth. The objective is 
clear: to construct an institutional 
arrangement that draws on the 
defining characteristics and 
strengths of the public and private 
sector respectively.

Although the evolving world of 
New Public Management has 
resulted in vast improvements in 
management techniques in the 

public service, it is still deemed 
to be comparatively inefficient. 
Therefore, there has to be a means 
of converting the delivery of 
services to private hands while 
retaining public accountability and 
the maintenance of public standards, 
not to mention respect for fiscal 
restraint. Accordingly, PPPs are often 
promoted as the new magic formula 
to accomplish that objective.

Although we now have considerable 
experience, we cannot yet be 
certain about the validity of such 

arrangements. In practice, the 
marriage of public policy direction 
and private sector delivery expertise 
demands a thorough appreciation 
of the differences between the 
sectors, of the management of 
unpredictability or unforeseen 
circumstances, and of the exposure 
to fundamental change in both 
sectors as a result of external forces.

The challenge to PPPs

Those who design PPPs must give 
careful consideration to the planning, 
careful execution and nurturing 

The validity of 

public private partnerships

Professor Ian Macdonald of York University, Canada, 
examines the possible problems with public private partnerships 
and provides a checklist of troublesome issues.
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of projects. Fortunately, the more 
experience we have, the more skilled 
we will become. In Canada alone, as 
listed by the Canadian Council for 
Public-Private Partnerships, there 
are more than 100 projects across 
the nation. These cover a variety of 
public projects for which there is a 
huge accumulated need. Similarly, 
the UK has been a leader in the 
nature and methodology of PPPs, 
while the European Commission has 
more recently become a champion 
of the cause.

What is essential is very careful 
due diligence before embarking 
on the creation of a PPP. Because 
circumstances are often such that 
a government is under extreme 
pressure to deal with a demanding 
situation, it is vital that the 
government can assure itself that a 
PPP is the appropriate mechanism. 
At the very least, this involves 
addressing the following issues, but 
then only as guidelines since each 
case is unique and must stand on its 
own merits.
1.  Is the delivery system truly 

more efficient than it would be 
within government?

2. Can the public sector retain 
public policy control as the 
delivery arm of the PPP 
becomes more dominant in 
the relationship?

3. Does the public sector (i.e. the 
taxpayer) end up with a larger 
financial burden over the long 
term?

4. To what extent does the 
private sector actually assume 
the risks?

5.  In the light of these issues, 
is there a danger that we 
produce a system that results 
in the privatisation of profits 
and the socialisation of 
costs? If not, what then is 
the incentive for the private 
sector to partner with 
government in the first place?

In assessing the appropriateness 
of a PPP, the critical issue is the 

apportionment of costs and benefit 
between the public sector (both 
citizens and taxpayers) and the 
private sector (entrepreneur and 
shareholders). The time period 
over which the PPP exists will 
determine the ultimate social costs 
and benefits in terms of reliability 
of services, capital maintenance 
and service improvements. Yet, it is 
strange how little information exists 
on this fundamental issue.

It is vital that the 
government can 
assure itself that a PPP 
is the appropriate 
mechanism. 

It is important to remember 
that the efficiency generated in 
the market place is the product 
of competition. Too often, the 
cost of infrastructure, the limits 
of technology, and the nature of 
the product means that a public 
monopoly is merely replaced by 
a private monopoly, or a series 
of regional monopolies, such as 
the experience following the 
privatisation of British Rail. 
Where, then, is the incentive to 
achieve greater efficiency and 
how can one assume that citizens’ 
interests are protected?

Competition may be the source 
of efficiency, yet the creation 
of a PPP is the very denial of 
competition – not just at the 
time of formation but, more 
importantly, in the future. If a PPP 
is designed by contract to exist 
for, say, 10 years, then the private 
delivery system has no incentive 
to improve its operations and 
become more efficient. And if it 

does become more efficient, then 
it will enjoy windfall profits unless 
there is some form of profit-
sharing built into the arrangement 
between the government and 
the private firm. Once again, if 
the firm is successful, it takes the 
profits; if it is not, the government 
covers the losses and absorbs the 
related social costs.

By the same token, if the firm 
finds that it cannot provide 
security of service at a level that 
meets policy guidelines, then the 
government faces an unhappy 
choice: either it renegotiates the 
deal with the private firm or it 
cancels the contract and looks for 
a new partner. Therefore, the case 
for a PPP must be based on the 
guarantee that two basic objectives 
can be met:
1. that government policy must 

be respected in terms of over-
riding legislation, regulations 
and standards.

2. that there must be no financial 
disadvantage to the taxpayer 
(both in terms of taxes and 
fees), nor should private costs 
be transferred to the citizen 
as a customer in terms of a 
reduced level of service.

The fulfilment of  

objectives

The two objectives above must be 
assessed against the five questions 
posed earlier.
1.  Is the delivery system truly 

more e fficient? Without 
the benefit of a long-term 
laboratory experiment, you 
can never be sure because 
it will not be tested by 
competition. Therefore, as  
well as due diligence, the 
government must write a huge 
number of fail-safe provisions 
into the contract and insist 
upon a reasonable number of 
guarantees. At the same time, 
the challenge is to avoid having 
the private partners build in 
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so many cushions that the 
government cannot be truly 
convinced that it will be better 
off in a PPP than delivering 
the service directly.

We urgently require 
major research into 
the experience of a 
variety of PPPs, with 
a view to establishing 
a series of guidelines 
for the future. 

2.  It is absolutely essential that 
the government retain public 
policy control to ensure 
that the objectives are fully 
met and that standards are 
maintained. Over time, this 
can raise a vexatious dilemma. 
If the delivery system is 
turned over to private hands, 
gradually there may cease 
to be sufficient experts or 
practitioners in government to 
act as inspectors and to ensure 
adequate oversight and quality 
control. Even good intentions 
will not be sufficient; there is 
little incentive for first-class 
practitioners to remain in 
government when the action 
is all on the outside.

3. The political appeal is 
obvious – greater efficiency 
should lead to savings for the 
taxpayers. However, all the 
practical obstacles that have 
been described here lead to 
the prospect of a rich financial 
package for the private sector. 
For a government with a 
four-year electoral framework, 
it is tempting to provide a 

financial arrangement that 
is highly favourable to the 
private firm. Meanwhile, 
the taxpayer has difficulty 
assessing the true financial 
burden if the costs are 
amortised over a number of 
years; consequently, current 
transparency is difficult to 
achieve. Therefore, new forms 
of accounting and financial 
reporting are required, yet 
there is little evidence that 
such changes have occurred. 
This must be a high priority 
for those who are expert in 
the design of PPPs.

4. The fourth and perhaps 
the top priority issue is 
the assumption of risks. A 
great deal of attention has 
been devoted to this central 
issue, both in the creation of 
PPPs and in their ongoing 
assessment and evolution. 
However, in the nature of 
their relationship, it is much 
easier for the public sector 
to deal with risks than a 
single private sector firm. For 
example, if the recent BP oil 
well spill had been associated 
with a PPP, notwithstanding 
its responsibility for risks, 
could the private firm have 
assumed responsibility for 
the clean-up costs and the 
private and social costs of 
environmental damage? The 
answer is: not very likely.

5.  In each of the previous 
points, it is clear that the 
most likely beneficiary of 
the arrangement and its 
operation is the private 
partner. Unfortunately, the 
lessons governing the PPP 
relationship cannot be learned 
from theory or a textbook. 
They will only be learned 
on a case-study basis over 
a number of years and as 
the result of experience 
with a variety of PPPs. 

We are far removed from 
that point. Therefore, two 
requirements are essential. 
First, a government should 
not enter into a PPP unless it 
can assure itself of substantial 
prospects of success. Second, 
we urgently require major 
research into the experience 
of a variety of PPPs, with a 
view to establishing a series 
of guidelines for the future. 
PPPs have acquired a degree 
of mythology which requires 
thorough demystification.

Our judgment of the success, 
or otherwise, of PPPs cannot be 
based on narrow, linear criteria. 
Rather the extent to which they 
are successful – not just in meeting 
their specific objective, but in 
contributing to the betterment 
of the economic and social 
environment – must enter into 
the assessment of most PPPs. We 
still have a long road to travel in 
arriving at that destination and 
Commonwealth governments 
must be prepared to make 
that journey in a studied and 
responsible manner.
 

Professor Ian Macdonald O.C. 
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and Economics at York University, 
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BACKGROUND:
The KZN Growth Fund (“the Fund”) has been established by the provincial 
Government of KwaZulu-Natal and is uniquely structured as a public-private 
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Privatisation 

trends across the 

Commonwealth

Privatisation, that is, the sale of 
public enterprises to the private 
sector, was one of the central 
elements of economic reform 
policies in the final decades of the 
twentieth century. Commonwealth 
countries led the way in this 
development. 

The UK, under the Thatcher 
government, was the first major 
developed country to attempt 

a reversal of the trend towards 
a growing public sector share 
of the economy. This trend, 
beginning in the late nineteenth 
century, continued steadily until 
the 1970s, both in terms of the 
range of activities undertaken by 
the public sector and the share 
of national income allocated to 
those activities. The privatisation 
programmes of the Thatcher 
government represented a 
rejection of the previous consensus 
on the role of government in 
a mixed economy, a consensus 

widely seen as having failed in the 
economic chaos of the 1970s.

A number of Commonwealth 
countries, including Australia 
and New Zealand, emulated 
the Thatcher government’s 
privatisation policies from the late 
1980s onwards. After 2000, the pace 
of privatisation slowed, notably 
in the Commonwealth countries 
that had led the way in previous 
decades. In part, this slowdown 
reflected the fact that governments 
had run out of easily saleable assets. 

Assessing the 

economic benefits 

of privatisation

Professor John Quiggin from the University of Queensland 
outlines the characteristics which determine the suitability of an 
enterprise for privatisation or public ownership.
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In addition, however, problems 
emerged with earlier privatisations, 
resulting in partial or complete 
renationalisation.

The global financial 
crisis produced 
a wave of new 
developments.  

Following a series of serious train 
accidents and ongoing questions 
about safety and performance, 
the Blair government in the 
UK renationalised Railtrack, the 
privatised owner of the nation’s 
rail network. At around the same 
time the New Zealand network 
was also renationalised (Air NZ). 
In Australia, years after the full 
privatisation of Telstra, the Rudd 
Labor government re-entered the 
telecommunications market with 
the decision to create a National 
Broadband Network, initially at 
least under public ownership.

The global financial crisis produced 
a wave of new developments. In 
the immediate aftermath of the 
crisis, the near-meltdown of the 
financial system produced a wave of 
nationalisations which for the main 
part involved the rescue of failed 
financial institutions.

However, this trend was quickly 
reversed. The costs of rescuing the 
financial sector were crippling, 
and governments soon faced 
debt problems of their own, 
particularly in the eurozone 
where the European Central 
Bank was unwilling to purchase 
government debt, as was done 
on a massive scale in the US and 
UK, and public debt soon reached 
unsustainable levels.

Assessing the financial 

benefits 

Selling assets looks like an easy 
way for governments to raise cash. 
But this is not as clear-cut as it 
might seem. Selling an asset yields 
an immediate financial benefit, but 
it requires governments to forgo 
the earnings or services the asset 
would otherwise have generated. 
This fact is often obscured by 
public accounting conventions, 
which often allow governments 
to treat sale proceeds as current 
revenue, and which focus on 
measures of public debt rather 
than the more relevant measure of 
net worth.

In an economic assessment, the 
crucial question is whether the 
proceeds from selling an asset are 
more or less than the value of the 
earnings foregone as a result. In 
principle, this is a straightforward 
question. We can look at the 
amount of interest that would be 
saved if the sale proceeds were 
used to repay public debt, and 
then compare those savings to 
the earnings that would have 
been generated under continued 
public ownership. Alternatively, 
but equivalently, we can convert a 
projected stream of future earnings 
into a present value, discounted at 
the rate of interest on public debt. 
If the sale proceeds exceed the 
present value of foregone earnings, 
then the privatisation has improved 
the government’s fiscal position.

Empirical studies show that the 
benefits of lower debt often fail 
to match the cost of foregone 
earnings. The problem is that 
investors normally demand a 
substantially higher return on 
equity capital than on the high-
grade debt issued by governments. 
This differential of about six 
percentage points, called the 
‘equity premium’ cannot be 
explained simply by the fact that 
returns on equity are riskier, and 

20 years of work on the so-called 
‘equity premium puzzle’ has failed 
to produce a fully satisfactory 
explanation. 

In most sectors of the economy, the 
higher cost of equity capital is more 
than offset by the fact that private 
firms are run more profitably than 
government enterprises. But the 
enterprises typically owned by 
governments are usually capital-
intensive, and often have monopoly 
power that entails close external 
regulation, regardless of ownership. 
In these situations, the scope to 
increase profitability is limited, 
and the lower value of the asset 
in private ownership reflects the 
higher rate of return demanded by 
equity investors.

The crucial question 
is whether the 
proceeds from selling 
an asset are more or 
less than the value of 
the earnings foregone 
as a result.   

If a government is in such dire 
straits that it can no longer 
borrow at the low rates normally 
prevailing for high-quality public 
debt, the calculation described 
above switches in favour of selling 
income-earning assets. In this 
case, the interest saved is usually 
more than the earnings foregone. 
In general, however, the idea that 
governments can improve their 
financial position to any significant 
degree by selling assets is an 
illusion arising from a focus on 
accounting numbers rather than 
economic realities.
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Except in extreme cases, the use of 
privatisation as a fiscal expedient 
is rarely justified. Of course, 
governments, like households and 
private firms, should manage their 
capital assets, with a willingness to 
sell assets that are no longer needed, 
or that do not yield sufficient 
benefits to justify their holding 
costs. However, in the absence of 
a general case for reducing the 
scope of government activity, such 
disposal will typically be matched 
by acquisition of new assets.

The use of 
privatisation as a fiscal 
expedient is rarely 
justified. 

It is, therefore, necessary to 
examine the economic arguments 
for and against privatisation in 
particular cases. The economic 
argument for privatisation is that it 
will lead to more socially efficient 
provision of goods and services, 
more competitive markets, and 
greater responsiveness to consumer 
needs and preferences. The strength 
of this argument, and of counter-
arguments based on market failure, 
varies from case to case.

There are at least five criteria 
which may be used in assessing 
the suitability of a given activity 

for allocation to the private or 
public sector (Table 1). In each 
case, the criterion is written as a 
pair of alternatives, which define a 
range, for example, from a purely 
competitive market to a natural 
monopoly. The closer a given 
enterprise is to the end of the 
range defined by the first of the 
alternatives the more suitable it is 
for private ownership.

Allocating risk

The arguments for and against 
public ownership in cases of natural 
monopoly, market failure or a 
need for subsidised provision have 
been canvassed extensively, in the 
literature on privatisation. Until 
recently, by contrast, there has 
been rather less attention paid to 
the role of risk in determining the 
appropriate allocation of activity to 
the public and private sectors. 

The general principle is that risk 
should be borne by the party best 
able to manage it. This usually 
entails allocating risks associated 
with project construction and 
operational costs to private firms. 
By contrast, where risk arises from 
uncertainty about the demand for 
public services, from economy-
wide factors or from the need 
for detailed regulation, it is best 
allocated to the public sector. 
Regulatory and demand risks 
are most significant in relation 
to capital-intensive enterprises. 
Hence, the more capital-intensive 
an enterprise, the more suitable 
it is, other things being equal, for 
public ownership.

The general principle 
is that risk should be 
borne by the party best 
able to manage it. 

In summary, the use of privatisation 
as a fiscal expedient is rarely justified. 
Decisions to sell public enterprises, 
or to establish new ones, should 
be based on a consideration of 
economic costs and benefits, rather 
than budgetary cosmetics.
 

Professor John Quiggin is a Federation 
Fellow in Economics and Political 
Science at the University of Queensland. 
He is prominent as a research economist 
and commentator on Australian economic 
policy. He is a Fellow of the Econometric 
Society, the Academy of the Social 
Sciences in Australia and many other 
learned societies.

The School of Political Science 
and International Studies at the 
University of Queensland is at the 
forefront of teaching and research in 
political science in Australia and also 
enjoys a strong international reputation.

Political Science and International 
Studies
The University of Queensland
Brisbane QLD 4072
Australia 
Phone: +61 7 3365 2858
Fax: +61 7 3365 1388
Email: pols@uq.edu.au

Private sector more suitable Public sector more suitable

Competitive market Natural monopoly

No externalities or market failures Severe externalities or market failures

No special taxes or subsidies needed Need for special taxes or subsidies

Risk is enterprise-spcific Risk is economy-wide or regulatory

Labour-intensive Capital-intensive

Table 1: Characteristics which determine the suitability of an enterprise for location in the private or 
the public sector
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The last two decades have seen 
emerging markets become 
mainstream for foreign investors. 
Economics, demographics and 
government action to liberalise 
economies have come together to 
create the investment case. Since 
the financial crisis, growth has 
slowed in emerging markets but 
it continues to outpace that of 
G10 countries. Investor interest 
in China, India and Brazil persists, 
and private equity funds in those 
markets, managed by reputable 
managers remain in strong demand.

Opportunities in Africa

Many of the factors which make 
private equity attractive in Asia 
and Latin America are also in place 
in Africa. Africa has seen robust 
economic growth for the last 
decade and it is forecast to be over 
4 per cent per annum in 2011-13 
(African Economic Outlook, 2012). 
Population growth is expected to 
result in a rise from 15 to 20 per 
cent of the global total between 
2010 and 2050 and Africa is 
projected to have the world’s most 
attractive demographic profile. 

Africa has seen robust 
economic growth for 
the last decade. 

Much of the economic growth 
is centred around cities, with a 
growing middle class. The African 
urban population is set to grow 
from 0.4 billion in 2010 to 1.2 
billion in 2050, driving demand 

Private Equity in Africa

Michiel Timmerman, Chairman of Equity for Africa 
discusses the potential for private equity in Africa and the steps 
governments can take to maximise opportunities.
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for consumer goods, packaged 
food and services.

Many African countries have 
moved away from dependency on 
a few commodities such as coffee 
or cotton. The customs union 
in the East African Community 
and the creation of the African 
Free Trade Zone are examples of 
government action to stimulate 
growth and make Africa a more 
attractive place to do business.

There is diversity 
between African 
economies, leading 
to differences in 
attractiveness to 
private equity.  

There is diversity between African 
economies, leading to differences 
in attractiveness to private 

equity.  Differences in economic 
growth (see figure 1), but also 
political stability, regulatory 
quality and control of corruption 
will determine how attractive 
a country is for private equity 
investment. Commonwealth 
African countries’ attractiveness 
on these measures varies, but most 
have seen improvement over the 
last 5 years.

Another enabling development 
for private equity is that African 
banks are starting to provide local 
financing. Multi-nationals are 
moving into Africa and regional 
players are expanding outside their 
borders, creating opportunities 
for private equity to realise their 
investments through a sale. Stock 
markets are also developing, 
creating future exit opportunities.

Although private equity flows into 
Africa have increased over the last 
10 years and are back to around 
pre-2008 levels, they remain a 
fraction of those in other regions.

Despite the relatively small amounts 
of capital being invested, there 

Private equity can 
bring economic, 
social and 
governance benefits 
to the region.  

is anecdotal evidence that 
competition for deals is increasing 
and, although multiples paid for 
companies are lower than in 
India, China and Brazil, African 
companies are no longer cheap. 
This reflects that there are more 
buyers, including global and 
regional trade buyers, and that there 
are a limited number of companies 
large enough to enable private 
equity to make the desired equity 
investment. This puts a ceiling 
on how much private equity will 
contribute to economic growth for 
the next few years.

The multiple benefits

Private equity can bring economic, 
social and governance benefits to 

Source: African Economic Outlook 2012

Figure 1: Commonwealth Africa GDP growth
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the region.
Economic benefits
Private equity mobilises new 
equity risk capital, often from 
foreign investors. Private equity 
managers are ambassadors, 
persuading investors with 
often limited knowledge of the 
Continent, that Africa is open for 
business. Without 

Private equity is 
experienced at 
turning failing 
companies around 
and growing 
successful companies 
further. 

this effort and the existence of 
fund infrastructure, much of 
this capital would not be raised. 
Private equity also mobilises new 
bank capital, which would not be 
deployed without the cushion of 
equity in the company. Greater 
availability of capital will bring 
down its cost and will encourage 
businesses to start up and grow, 
which is crucial for economic 
development.

Another benefit is that private 
equity is experienced at turning 
failing companies around and 
growing successful companies 
further, through, for example, 
launching new or better products. 
Primary benefits are likely to be 
increased employment and greater 
profitability, generating wealth 
for employees and shareholders 
and taxes for the government. 
Secondary effects are benefits 
to supplier companies, who 
will see increased demand for 

their products. Customers may 
also benefit by receiving better 
products. A successful domestic 
company may also displace 
imports, retaining revenues and 
taxes locally.

Social benefits
Companies made more successful 
through private equity are likely 
to create new and sustainable 
jobs. Reputable private equity 
managers can be expected to 
pay attention to employment 
conditions, honour minimum 
wages and observe health and 
safety standards. Investors in 
private equity funds are often 
institutions who are sensitive 
to reputational risk. ESG 
(environment, social, governance) 
standards are becoming more 
important in selection of private 
equity managers among US and 
European institutions. Paying 
regard to ESG standards also 
makes business sense, as multi-
national buyers are prepared to 
pay a premium for companies 
with solid ESG standards.

Companies made 
more successful 
through private 
equity are likely 
to create new and 
sustainable. 

Private equity managers also bring 
new, and usually well-proven, 
management skills to companies. 
They can be expected to invest 
in staff training and development 
from the most senior level down 
and are generally meritocratic 
in their staff selection and 
promotion policies.  

Countries with 
effectively 
implemented 
regulations and low 
levels of corruption 
are favoured by 
private equity 
investors. 

Governance benefits
Private equity is likely to 
encourage better political 
governance. Countries with 
effectively implemented 
regulations and low levels of 
corruption are favoured by private 
equity investors. However, there 
is still room for improvement and 
considerable variability between 
countries. If a government 
wants to gain the economic and 
social benefits of private equity 
investment, it will need to seek to 
reach the highest standard possible 
in its own governance.
Improvements in governance 
at the corporate level can be 
expected from the involvement of 
private equity. This will benefit the 
business under their ownership, set 
an example to other companies 
and hopefully remain in place 
following the sale of the company.

But there are pitfalls ... 

Private equity managers have only 
one objective: to make money for 
themselves and for their investors. 
Reputable firms who are seeking 
to build a long term business in 
Africa will clearly also seek to be 
good citizens, but the primary 
objective remains.

The internal rate of return on 
investment, a function of the 
level of profit and timing of 
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cashflows is an important measure 
of private equity performance. 
The manager will be seeking to 
run the company for a quick (3-6 
year) payback, with maximum 
cash distributions, which does not 
necessarily allow for long-term 
investment in the business.

Profits from the sale of a business 
are returned to investors, many of 
whom will be foreign, and so are 
not retained to benefit the local 
economy. Private equity managers 
also seek to minimise taxes paid 
by using offshore structures, 
which means that the local tax 
take will be less than under 
domestic ownership.

Employment benefits may also 
not come through to the degree 
expected. Private equity firms do 
buy companies with the objective 
of closing them down to sell 
off assets or merge them with a 
company already in the portfolio 
or to reduce competition. 
Employment may also be 
reduced by investment in modern 
equipment or more efficient 
processes. While this will make a 
company more competitive and is 
likely to help ensure its survival in 
the long term, it will also lead to 
short-term redundancies.

Private equity will 
focus on sectors 
with the highest 
profitability and 
fastest return on 
investment. 

Private equity will focus on sectors 
with the highest profitability and 
fastest return on investment. In 

terms of sectors, this generally 
leads to investment in sectors such 
as consumer, telecom, services 
and light manufacturing. It avoids 
investment in areas which are 
critical to Commonwealth Africa’s 
growth, such as infrastructure. It 
also ignores investment in small 
and medium-sized enterprises 
(SMEs), which are equally 
critical to the region’s long-term 
sustainable development.

Mitigating the risks

Policymakers can however take 
action to mitigate these drawbacks:

Implement and police 
effective regulations, tax 
collection systems and 
anti-corruption measures to 
ensure local tax revenues are 
maximised, anti-competitive 
practices are controlled and 
workers protected.
Enable local institutional 
investors such as pension 
funds and insurance 
companies to invest in Africa-
focused private equity funds. 
This means at least some of 
the profits will be retained in-
country and will also improve 
local understanding of how 
private equity companies 
operate and allow a local 
perspective to be represented.
Encourage the establishment 
of local, institutional-quality, 
private equity firms. This will 
develop a new sector in the 
economy and retain the profits 
and taxes from this activity 
domestically. It will also attract 
and develop new management 
talent in the country.
Put in place initiatives to 
encourage SME focused fund 
managers. This will add to the 
country’s fund management 
capability and promote 
development of a key sector 
of the economy.
Promote infrastructure 
investment by allowing 
local institutions to invest 

in infrastructure funds and 
projects. Infrastructure typically 
has a 20-25 year payback, but 
with a steady yield. The long 
term liabilities of pension 
funds and life insurance 
companies make this a very 
suitable asset class. This will 
encourage a local infrastructure 
investment sector to be 
established and projects for 
funding to be developed.

Private equity firms 
do buy companies 
with the objective of 
closing them down to 
sell off assets.  

Michiel Timmerman is Chairman of 
Equity for Africa and is an experienced 
fund manager. He has previously been 
Chief Investment Officer of Royal 
Bank of Scotland Asset Management 
and COO of a European equity fund 
management business. 
 
Equity for Africa (EFA) was set 
up to bridge the SME financing gap 
between US$2,000 and US$50,000 
in sub-Saharan Africa. EFA focuses 
on a single equipment finance product, 
targeted at entrepreneurs with viable 
expansion plans that cannot access 
finance from conventional providers. The 
equipment provides security, reducing 
risk and allowing EFA to reach 
uncollateralised borrowers. 
 
Equity for Africa Ltd
11 Belgrave Road, 
London SW1V 1RB
UK
Email: info@equityforafrica.org
Web: www.equityforafrica.org
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SPECIAL FEATURE: INTL Global Currencies

We sit at a point in history where 
the economy of nearly every 
country in the world is affected in 
some way by the global financial 
crisis of the past few years. 

Countries are running large current 
account deficits, have swelling debts 
and either shrinking economies, 
in the case of the UK and Europe, 
where the last published GDP 
figures show a contraction in 
the overall size of the economy, 
or economies where the pace of 
growth has slowed. Even China 
and Russia, the two biggest growth 
stories of the last 10 years have 
economies where the rate of 

growth in the economy is slowing. 
Nowhere has been immune to the 
effects of the crisis in Euroland and 
the stark reality is that governments 
around the world are forced to cut 
their cloth accordingly. In the vast 
majority of cases, this means having 
to implement cuts and efficiencies 
across the board, decisions that 
make very real differences to the 
man and woman in the street and 
which are generally unpopular, a 
word to send a shiver up the spine 
of even the most bullish politician.

However, there is a very real way to 
save money and bring efficiencies 
that does not involve cuts at all and 

most certainly could not be deemed 
unpopular. In fact, this should be 
one of the most popular things a 
government in the current economic 
environment can do: increase its 
own bottom line, whilst reducing 
the amount of money made by the 
banks – surely a win-win for any 
modern day administrator.

Listening to the 

research 

In 2010 and 2011 in the UK, 
INTL Global Currencies sponsored 
some research into the foreign 
exchange practices in the UK 
NGO sector (Missing Millions and 
Better FX). The ultimate conclusion 

Cut the banks’ income, 

not the country’s

Gregory Vincent, Head of FX (EMEA) at INTL Global Currencies explains 
how governments can save money by being more efficient with their foreign 
currency purchases.
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of this research was that the NGO 
sector alone in the UK was wasting 
over £50 million a year through 
a failure to actively manage its 
foreign exchange purchases to 
support its projects around the 
world. Better FX, made various 
recommendations, many of which 
have since become industry 
practice across the UK aid and 
development sector. 

If you take active 
control of you foreign 
exchange purchasing 
process, this will  
reap significant 
dividends.  

These recommendations are 
equally as applicable to government 
departments as they are to aid 
agencies; namely, if you take active 
control of your foreign exchange 
purchasing process, this will reap 
significant dividends. Simply by 
ensuring that on each occasion 
a foreign exchange deal is to be 
struck there is a process in place 
to ask multiple institutions for live 
comparative quotes, can improve 
the overall price received by as 
much as 1-2 per cent, depending 
on the size of the transactions and 
the destinations involved. With 
significant amounts of money being 
paid overseas by governments, these 
are not savings to be sniffed at.

Some governments have looked at 
this issue, although have erred by 
running an RFP process in order to 
select a single provider to handle all 
their transactions. This only produces 
half the result – no one institution 
can ever be the best price every 

time for every deal. By bidding 
multiple institutions instantaneously, 
significant comfort can be taken that 
the best price has been achieved. 
This multiple bidding of institutions 
is so easily achieved these days, with 
tools like the 360T platform that 
allows you to make one request 
to as many institutions as you like, 
with each transaction creating a deal 
ticket showing the various prices 
offered and the savings made by 
dealing at the best price.

Effective approaches

Selecting the right institutions is 
certainly an important part of the 
process. The US government, for 
example, keeps an extensive list 
of which institutions are strong in 
which currencies/regions and calls 
them (electronically) accordingly. 
The French government delegates 
this process to the Banque 
de France, which asks a panel 
of domestic banks for each 
transaction and is very well known 
for squeezing the most competitive 
rates out of the market. The other 
interesting process adopted by the 
French government is to pay its 
foreign aid in the local currency 
of the country it is sending funds 
to. This way it can be sure that it 
has sent the correct, contracted 
amount and know how much it 
has cost, rather than sending a 
random amount of Euro that may 
or not be accurate.

There is also room here for a 
qualitative approach – some 
of the more liquid, so called 
‘major’ currencies can be easily 
benchmarked and the difference 
in rate between one institution 
and another can be miniscule, 
whereas trading in other, less liquid 
or less openly traded currencies 
can result in significant variance 
from institution to institution. By 
concentrating on these less liquid 
currencies, far greater savings can 
be achieved on lighter volumes, 
than by expending time and 

resources watching out for every 
pip on a EUR/USD transaction. 
Where time and resources may 
be limited, it is worth considering 
where the greatest value can be 
achieved for the smallest outlay.

In conclusion 

The net effect of all of the above 
is that governments are able to 
make significant savings on their 
foreign commitments by engaging 
in very simple processes. If the UK 
charitable sector alone can save 
over £50 million a year, then the 
savings to be made by government 
departments must dwarf this figure. 
The US State Department wouldn’t 
have an entire team dedicated to 
this process if it didn’t pay a healthy 
dividend. With every dollar, pound 
or shilling saved in this process, one 
less such unit of currency need 
be found out of the public coffers 
and the only group that these 
funds are being taken from is the 
international banking community, 
who are forced to pay competitive 
rates for transactions, rather than 
treating the government account 
as a captured client and feeding 
themselves off the proceeds.    

INTL Global Currencies (IGC) is 
a wholly-owned subsidiary of INTL 
FCStone, Inc., a Fortune 500 company, 
regulated by the SEC and publicly 
traded on the NASDAQ exchange 
under the ticker symbol INTL. IGC 
provides foreign currency exchange 
services to many large international 
banks, governments, international aid 
and development organisations, UN 
agencies and multinational corporations. 
IGC specialises in Emerging Market 
currencies, with a goal of bringing its 
clients transparency and liquidity in 
non-mainstream currencies. 
 
Moor House, 1st Floor, 120 London 
Wall, London EC2Y 5ET, UK
Tel:  +44 20 3580 6000
Fax:  +44 20 3580 6001
Web: www.intlfcstone.com
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Each year, government payments 
to citizens in the form of salaries 
and pensions to government 
employees and social cash transfers 
to the poorest members of society 
amount to hundreds of billions of 
dollars. Globally, an estimated 560 
million people benefit from social 
cash transfer schemes alone. This 
huge flow of cash acts as a safety 
net for the poorest families and 
presents a huge opportunity to 
bring poor, unbanked people into 
the formal financial system for the 
first time. Channelling social 

An estimated 560 
million people benefit 
from social cash 
transfer schemes. 

transfer payments through accounts 
held at formal financial institutions 
offers beneficiaries the tools to 
better manage their resources, 
smooth consumption, manage risk, 

and prepare for future shocks. An 
inclusive financial system makes 
social transfer payments more 
effective and cheaper.  In turn, 
the large volumes of government 
payments could catalyze financial 
inclusion. That’s the big idea.

Prioritising financial 

inclusion 

When it comes to implementing 
financially-inclusive government-
to-person (G2P) schemes, there 
are challenges at every level. The 
government departments responsible 

Using government 

payments to enable 

financial inclusion

Tilman Ehrbeck, CEO and Sarah Rotman, Financial 
Sector Specialist at the Consultative Group to Assist 
the Poor consider how to open the gateway to financial 
inclusion with government-to-person payments.
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for administering the payments 
must prioritise making sure 
efficient, secure, and cost-effective 
payments reach the intended 
beneficiaries. Financial inclusion is 
often a secondary consideration, if 
a concern at all. It’s not always clear 
to the beneficiary what the value 
is of an account held far away in 
an unfamiliar financial institution, 
so making sure poor clients use 
the services and find them useful is 
important. And from the provider’s 
perspective, making a clear business 
case for payments to beneficiaries 
in rural, hard-to-reach areas is 
enough of a challenge, without 
the added complication of making 
beneficiaries part of the bank’s core 
customer base.

Large volumes of 
government payments 
could catalyze 
financial inclusion. 

Implementing 

innovative business 

models

Innovative business models are 
needed to make G2P an effective 
means to achieve greater financial 
inclusion. The rapid and mass 
expansion of new technologies such 
as mobile phones and card-based 
systems provides an opportunity 
to build sustainable retail payment 
systems. Since 2007, 120 branchless 
banking implementations - new 
businesses or new business lines 
that leverage new technologies to 
get beyond traditional bricks and 
mortar banking have been launched 
globally. These new business 
models offer the opportunity to 
reach customers with products and 
services at much lower costs than 
traditional banking using branches. 

Technology-enabled business models 
meet the key conditions for service 
provision at the base of the pyramid: 
proximity, accessibility, and low cost. 

Case studies

Brazil, Colombia, Mexico and 
South Africa
The Consultive Group to Assist 
the Poor (CGAP) looked at four 
countries - Brazil, Colombia, 
Mexico, and South Africa - that are 
leveraging G2P to drive financial 
inclusion to consider the case for 
governments, providers, and for 
payment recipients. Shifting from 
cash to electronic payments, and 
then linking to mainstream financial 
accounts made G2P payments 
less expensive in Brazil and South 
Africa, where a developed financial 
infrastructure of branchless banking 
providers and agent networks was 
already well established. By paying 
into accounts instead of using 
electronic payments, the Ministry 
of Social Development in Brazil 
reduced its cost by 31 per cent. 
But the cost per payment actually 
increased in both Colombia and 
Mexico as they transitioned from 
cash to electronic payments since 
it was necessary to develop a new 
payments infrastructure, which will 
only be amortised over time. 

On the consumer side, while 
recipients welcomed the 
convenience of electronic payments, 
few automatically used new bank 
accounts to save, or for much else 
beyond withdrawing the benefits. 
Yet even under-used accounts 
may be stepping stones to greater 
financial inclusion provided they 
are mainstreamed into a country’s 
payment system. Behavior change 
among G2P beneficiaries takes time 
and will require clear and consistent 
communication from both the social 
protection programme and the 
payment provider. 

For providers of the service, the 
business case largely depends on 

receiving a regular fee from the 
government. If this fee is at an 
adequate level, the business case can 
be attractive. Without the fee, the 
business case is challenging. Because 
account activity is still so low, 
additional revenue from interest 
on the float or from cross-selling 
cannot be guaranteed, at least in the 
short to medium term. With time, a 
combination of increasing balances, 
more customer-initiated payment 
transactions, and cross-selling may 
support a stronger business case.

CGAP’s research shows that the 
potential of G2P as a gateway to 
financial inclusion for the very 
poor exists, but making it a reality 
depends on the country context 
and the existing infrastructure 
that can be leveraged. There are 
also important lessons emerging 
from innovations in several 
Commonwealth countries. 

The rapid and mass 
expansion of new 
technologies such 
as mobile phones 
and card-based 
systems provides an 
opportunity to build 
sustainable retail 
payment systems. 

India 
The Unique Identification 
Authority of India (UIDAI) was 
established in February 2009 with 
the aim of providing a unique 
12-digit Aadhaar number to all 
residents of India. As part of the 
Planning Commission of India, 
UIDAI establishes a biometric-
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based authentication infrastructure 
to verify identities online and in 
real-time. To date, 200 million 
Aadhaar numbers have been issued 
at a staggering rate of one million 
per day, with the goal of reaching 
600 million in the next four years. 
This year’s budget allocation will 
help UIDAI reach this goal.

While a national ID scheme has 
implications for many programmes 
and services, UIDAI has the 
potential to lead to greater financial 
inclusion for the unbanked in India. 
The existence of a ubiquitous 
identity mechanism could streamline 
bank account opening and 
transaction authentication by using 
the Aadhaar number for Know Your 
Customer (KYC) requirements. 
Every new enrollee is offered a bank 
account, and to date 84 per cent of 
people have taken up the offer.

Behavior change 
among G2P 
beneficiaries takes 
time and will require 
clear and consistent 
communication. 

The unique ID programme is at 
the heart of an ambitious plan to 
improve the delivery of welfare 
services. Prime Minister Manmohan 
Singh has made it clear that Aadhaar 
will be the underlying platform 
for all government services. The 
expansion of the UIDAI initiative 
may address some of the operational 
challenges in the G2P payments 
industry in India. The Aadhaar 
number can be used to identify a 
beneficiary and verify the payment 
amount they are due via the 
centralised account management 

platform (called the Aadhaar 
Payments Bridge) that hosts no-frills 
accounts for various banks. 

The project is not without its 
critics. Civil society organisations 
have expressed concerns about 
privacy issues, and the project has 
faced challenges that have gone 
all the way to the Supreme Court. 
But an emerging trend in the G2P 
and financial inclusion storyline is 
the need for a widespread, secure 
and efficient way to identify all 
beneficiaries of G2P programmes, 
regardless of how poor, rural, or 
“disconnected” they might be.

The future of 

government-to-person 

payments

To use G2P payments as a gateway 
to financial inclusion we must be 
realistic about the challenges, and 
clear about how to address them. 

First, social protection programmes 
rightly have the objective of making 
payments in an efficient, secure, 
and cost-effective manner to the 
intended beneficiaries. But to help 
achieve greater financial inclusion 
G2P partners need to understand 
why going beyond electronic 
payments matters, and how it will 
benefit a country’s citizens. 

Second, there is an important 
difference between countries 
where G2P payments help 
build up the branchless banking 
infrastructure and countries where 
the infrastructure already exists. 
The cost of introducing electronic 
payments and then interfacing with 
bank accounts will vary according 
to existing infrastructure. 

Finally, the risk always exists that 
new payment systems maroon 
recipients in high-cost closed-
looped payment solutions. The 
best practice for social cash transfer 
payment strategies is to build on 
and support the development of 

a country’s general retail payment 
system. This approach has the most 
potential to leverage G2P payments 
to sustainably bring the poor and 
unbanked into the financial system. 

G2P partners need to 
understand why going 
beyond electronic 
payments matters, and 
how it will benefit a 
country’s citizens.  

Tilman Ehrbeck, CEO of CGAP, 
works to advance financial access for the 
poor by improving understanding of poor 
people’s financial behaviours and needs, 
supporting product and business model 
innovation and creating enabling policies 
and regulatory environments. 
 
Sarah Rotman works on CGAP’s 
Technology and Business Model Innova-
tion Team where she leads the work on 
branchless banking in the West African 
Economic and Monetary Union. She 
also manages the team’s work on G2P, 
looking at ways to leverage this large flow 
of money to bring the poor, unbanked into 
the formal financial system. 
 
Consultative Group to Assist the Poor 
(CGAP) is an independent policy and 
research center dedicated to advancing fi-
nancial access for the world’s poor. Housed 
at the World Bank, it is supported by 
over 30 development agencies and private 
foundations who share a common mission 
to alleviate poverty.  
 
Consultative Group to Assist the Poor
900 19th Street, NW, 
Washington DC 20006, USA
Tel: +1 202 4739594
Email: cgap@worldbank.org
Web: www.cgap.org
Follow us @CGAP
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SPECIAL FEATURE: Citi Transaction Services

Governments and their agencies 
across the world are engaged 
in making and collecting huge 
volumes of payments from 
individuals and businesses in the 
form of taxes, benefits, salaries, 
pensions, and supplier payments. 
Optimising efficiency, security 
and accountability of payment 
processing can have a significant 
impact on improving citizen and 
business confidence, driving reform 
of national payment systems and 
promoting financial inclusion.

Governments have achieved 
differing degrees of efficiency 

and automation in their payment 
and collection mechanisms 
and financial processes to date. 
Consequently, to promote best 
practices in government payments, 
the World Bank recently published 
a consultation report, the General 
Guidelines for the Development of 
Government Payment Programs, in 
association with the International 
Advisory Group for Government 
Payments (IAG). Despite the 
importance of government payment 
programmes, there has been no 
systematic reference guide to assist 
governments and other relevant 
stakeholders in the past to assess 

the challenges associated with the 
effective development and day-to-
day operation of these programmes.

The report is built on 10 
principles in the areas of safety, 
efficiency and transparency, legal 
and regulatory issues, payment and 
system infrastructure, and the value 
of co-operation and partnerships 
in leveraging government payment 
programmes. These promote 
not only robust, secure payment 
and collection methods, but also 
a reliable, transparent treasury 
systems infrastructure for initiating, 
reconciling and posting payments 

A framework for 

efficiency and control 

in government payment 

programmes

Filippo Sabatini, Global Public Sector Head of Citi Transaction 
Services supports international efforts to optimise efficiency, 
security and accountability of government payments.
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and collections, and managing 
cash flow effectively. By addressing 
key objectives such as efficiency, 
control and security, governments 
can reduce costs, increase citizen 
and business satisfaction and 
promote robust national payments 
systems that benefit the wider 
stakeholder community.

The use of cash and manual 
instruments such as cheques creates 
considerable problems in terms 
of resource requirements, security 
and auditability of payments and 
collections. Consequently, the 

report encourages governments 
and their agencies to champion the 
use of electronic payment methods 
wherever possible, not only using 
electronic transfers for making 
payments to businesses (whether 
domestic or cross-border), but also for 
making payments to, and receiving 
payments from individuals. For 
example, purchasing cards enable full 
visibility and control over payments, 
whilst maintaining convenience for 
users and beneficiaries (see box 1).

The report also illustrates how 
cards can be used to make secure 
payments to individuals, e.g. for 
benefits payments, or for individuals 
to make payments to government 
agencies, utilities and telecoms 
companies. For example, in the 
UK, the Department of Work 
and Pensions (DWP) recently 
announced a new over-the-counter 
prepaid card service (see box 2). 

While every national government 
and government agency will 
demonstrate differing levels of 
sophistication, it is in the interests of 
every government globally to review 
the degree to which their payment 
programmes, both individually and 
across agencies, operate according to 
the General Guidelines. 

Governments reduce costs as a result 
of more efficient payment processes, 
improve control and auditability of 
payments, increase citizen satisfaction 
and trust, and provide a model for 
the overall improvement of payment 
processing by organisations of all 
types across the country. As a next 
step, the World Bank and the IAG 
will be providing materials to support 
the practical implementation of these 
guidelines, leveraging the experience 
and solutions of banks such as Citi 
and the government agencies that 
benefit from them.

We warmly support the General 
Guidelines outlined in this report 
which include valuable and diverse 
experiences and best practice cases on 
Public Sector efficiency from both 
developed and developing countries 
across multiple government sub-
segments. Based on our experience 
of creating and delivering highly 
efficient payment and collection 
programmes with governments and 
their agencies worldwide, we are 
proactively driving best practices in 
the use of electronic payments to and 
from both businesses and citizens, 
and promoting robust cash and 
treasury management policies and 
infrastructure to enhance visibility 
and control over cash.

Citi Transaction Services offers 
integrated treasury and trade solutions and 
securities and fund services to multinational 
corporations, financial institutions and the 
public sector around the world. 

Web: www.citigroup.com/
transactionservices/home/

Box 1: Purchasing Card 
Programme & Program Audit 
Tool, US Department of Navy
The US Department of Navy 
has successfully rolled out Citi’s 
purchasing card programme, with 
over 45,000 purchase accounts. To 
reduce and prevent fraud, waste, 
abuse, or loss of assets, Citi has 
worked with the Department of 
Navy to develop an oversight tool, 
known as the Program Audit Tool 
(PAT). The PAT is a comprehensive 
reporting and data-mining 
solution that provides online access 
to consolidated purchase card 
program information for effective 
monitoring of monthly card 
usage. Exceptions are highlighted 
automatically using customisable 
parameters, minimising the risk 
of misuse and ensuring adherence 
with the Department of Navy’s 
guidelines and policies. In addition, 
the PAT automatically produces 
management reporting providing 
a programme health assessment 
and a summary of accounts and 
personnel, as well as purchases. 
 
The combination of Citi’s 
purchasing card programme, together 
with the PAT, has streamlined 
expenditure, reduced costs, ensured 
compliance with internal policies 
and minimised misuse of the 
Department of Navy’s assets.

Box 2. Prepaid Cards, UK 
Department of Work and 
Pensions
In the UK, over four million people 
used to receive some form of 
government benefit paid through 
the Post Office on the Post Office 
Card Account (POCA) or via 
welfare cheques. The POCA can 
only be used to withdraw cash at a 
Post Office branch.
 
The UK Department of Work 
and Pensions worked with Citi to 
issue prepaid cards that can be used 
for over-the-counter payment of 
household bills and purchase mobile 
phone top-ups through PayPoint 
outlets, the UK’s leading cash 
payment network operator with 
outlets in newsagents, service stations 
and supermarkets. The new service 
recently introduced, will reduce the 
number of cheques that are issued, 
increase convenience for both DWP 
and beneficiaries, and enhance 
payment efficiency and control.
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The global financial crisis has 
changed the landscape for us 
all. Developed and developing 
economies alike are struggling 
to close widening deficits. But 
for developing countries, even in 
good times, dealing with fiscal 
challenges is an ordeal, and the 
crisis, which has resulted in the 
near stagnation of development 
aid and increased difficulties in 
attracting investment flows, has 
brought the issue of domestic 
resource mobilisation into  
sharp focus.

Increasing domestic 

resource mobilisation

Developing countries, including 
those in the Commonwealth, 
need to examine the structural 
factors that hamper development 
and look, with international help, 
towards viable domestic solutions. 
This new approach to development 
focuses on increasing domestic 
revenue mobilisation in particular 
by improving tax administrations. 
Increased revenues put economic 
control back into the hands of 
developing country states themselves, 

allowing them to determine and 
fund their own priorities. 

Effective taxation provides a stable 
and predictable fiscal environment 
to promote growth and, in the 
longer term, reduces dependence 
on development aid. But taxation 
is not only the lifeblood of 
development; tax systems work 
as vehicles for enhancing state 
society relations at the heart of a 
new governance contract making 
the state accountable to its citizens. 
So how taxes are raised matters as 

Building taxation capacity

A higher priority must be given to fostering the tax structures 
in developing countries argues Jeffrey Owens, former Director, 
Centre for Tax Policy and Administration, Organisation for 
Economic Co-operation and Development (OECD).
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much as how much they are raised 
by, and reforms which begin in tax 
administration may kick-start the 
reform process in other parts of the 
public sector.

Taxation is not 
only the lifeblood 
of development; 
tax systems work 
as vehicles for 
enhancing state-
society relations. 

Developing countries know that 
in order to grow their economies 
and attract business and jobs, and 
ultimately eliminate poverty, they 
must build capacity, strengthen 
infrastructure, combat corruption 
and develop transparent financial 
systems. But they also need to 
work on a global level if they 
are to retain their already scarce 
resources by combating illicit 
financial flows and reducing the 
impact of tax havens.

This requires action on a number 
of fronts. On a basic level, poor 
countries simply lack the resources 
and capacity to build effective tax 
collection systems by themselves. 
Despite some recent improvements 
in revenue-raising efforts, half of 
sub-Saharan African countries 
still mobilise less than 15 per cent 
of their GDP in tax revenues, as 
against an average of around 35 
per cent in OECD countries and 
23 per cent in Latin America. 
This makes it difficult for the 
state to function properly, let 
alone perform wider roles such 
as providing social services or a 
better business environment.

The UN Millennium Project 
(2005) considered that developing 
countries have the potential for 
greater resource mobilisation, 
estimating that they could increase 
domestic revenue mobilisation 
by about 4 per cent of GDP over 
the next 10 years. But making 
tax systems work is easier said 
than done. Attitudes have to be 
changed. Ordinary people may be 
unwilling to pay tax, frequently 
perceiving that officials may be 
corrupt, and that governments 
consistently misuse public funds. 

Poor countries simply 
lack the resources 
and capacity to 
build effective tax 
collection systems by 
themselves. 

Elites are equally hard to tax and 
may be able to use havens to evade 
taxation. It is also difficult to collect 
tax from low income, agrarian 
economies with large informal 
sectors, or to avoid coercion to raise 
those taxes by local officials.

The international 

dimension

The external environment also 
poses new challenges. There has 
been an international shift away 

from taxes on trade, and this 
has added to the problems of 
domestic revenue-raising (African 
countries typically rely on trade 
taxes for more than 40 per cent of 
their revenue). Striking the right 
balance between an attractive 
tax regime for investment and 
growth, and securing the necessary 
revenues for public spending, is a 
key policy dilemma.

Globalisation may also exacerbate 
fiscal problems, as internationally 
mobile capital becomes more 
difficult to tax. Large firms 
and investors have increased 
their bargaining power over 
governments, forcing a ‘race to 
the bottom’ among developing 
countries competing to provide the 
most attractive tax incentives. At the 
same time, governments are under 
pressure from trading partners and 
local citizens to ensure their tax 
systems are transparent and fair. 

Action by the donor 

community 

These challenges have created 
major new capacity needs in 
developing countries which the 
donor community has yet to fully 
recognise. Until now, support for 
revenue and customs sectors has 
attracted a minimal share of aid. 
Donors should now focus more 
directly in this area, seeing aid as 
a catalyst to the development of 
sustainable tax systems. Assistance 
on taxation should be seen as 
an investment in the future of 
countries with capacity needs.

© Flickr/kenteegardin
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There is good evidence from 
Rwanda, Ghana and elsewhere to 
show that aid directed at capacity 
development in the revenue and 
customs sectors in the developing 
world is money well spent – an 
important consideration given 
the mixed record of technical 
assistance in many other areas. 
And as the OECD’s 2010 African 
Economy Outlook shows, African 
governments, on average, already 
raise 11 times more money from 
taxation than they receive in official 
development aid.

The call for action is increasingly 
coming from developing 
countries themselves. In Africa, 
the creation of the African 
Tax Administration Forum 
(ATAF), driven, managed, 
and over time operationally 

funded by Africans themselves, 
provides a key platform for peer 
learning, capacity development 
and dialogue on domestic 
and international tax issues. 
Launched in 2009, ATAF is 
already bearing fruit – expressing 
African needs, supporting African 
administrations and providing a 
single African voice in the global 
debate. The recent high level 
Summit on Development held in 
Busan endorsed this approach.

Over 100 countries 
have committed 
to transparency 
and exchange of 
information standards 
and are in the process 
of implementing 
them. 

From an international standpoint, 
we cannot ignore the billions 
of dollars in tax revenues lost to 
developing countries. Again there 
is some good news. With the 
support of the Commonwealth 
and the G-20, more progress 
has been made in the last few 
years in combating bank secrecy 
as the shield for offshore non-
compliance than in the previous 
decade. This provides a basis for 
addressing illicit flows, tax evasion, 
avoidance and tax havens. Over 
100 countries have committed 
to transparency and exchange 
of information standards and are 
in the process of implementing 
them. Tax information exchange 
agreements are a necessary step, 
and over 700 of these have now 
been signed. We need to act to 

ensure that all Commonwealth 
countries and especially developing 
countries can take advantage of 
the more transparent international 
environment, and to strengthen 
their tax systems

The views expressed in this article are 
that of the author and should not be 
taken to represent those of the OECD 
or its member countries.
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expert with a doctorate in Economics 
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of the OECD’s Centre for Tax Policy 
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a Professor at the Vienna Institute for 
Austrian and International Law and 
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on domestic and international tax issues. 
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focal point for the OECD’s work 
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direct and indirect taxes, tax policy and 
tax administration.  
 
The Institute for Austrian and 
International Tax L aw is among the 
largest academic institutions in the 
world doing research on and teaching 
about tax law. It is part of the Vienna 
University of Economics and Business. 
The Institute’s main fields of interest 
are corporate tax law, international tax 
law and European tax law. 
 
Professor Jeffrey Owens 
Dept of Public Law and Tax Law 
Institute of Austrian and International 
Tax Law, 
Althanstrasse 39-45 
1090 Vienna,Austria 
Email: Jeffrey.owens@wu.ac.at
Web: www.wu.ac.at

The Tax and 

Development Task Force

 
Building the capacity of tax 
administrations is a crucial 
counterpoint to the signing 
of international agreements. 
Information may be power, but it is 
powerful only when it can be used.

This is one of the key objectives 
of the new OECD-hosted Tax 
and Development Task Force 
which brings together OECD 
and developing governments, 
international organisations, 
business and civil society. The 
Task Force works to assist 
developing countries to sign and 
get the benefits from information 
agreements, as well as improving 
their ability to implement transfer 
pricing standards, and increasing 
transparency in reporting. This 
initiative of the donor and tax 
communities working together 
with developing countries is a key 
step forward in the development 
agenda, and by strengthening the 
tax systems donors invest directly in 
the future of developing countries.
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E-Government Solutions

In today’s fiercely competitive 
business environment, Courteville 
adopts fresh thinking in providing 
definitive solutions ranging from 
e-government solutions, through 
business process re-engineering 
applications to retail business 
channel delivery services.

Courteville has created a robust 
data capture and processing 
platform in sub-Saharan Africa, 
which is an integrated system 
comprising over 9,000 operators in 
about 5,000 outlets in Nigeria and 
Sierra Leone. Each of these outlets 
is equipped with the facilities and 
resources to engage in effective 
online data capture, service 
processing and document issuance 
across a broad spectrum of retail 
data administration documentation.

WORKING TOWARDS  

MDGs

Courteville remains the preferred 
partner for governments and 
government agencies seeking for 
business process re-engineering and 
empirical statistical information vital 
for implementation of programmes 
linked to delivering Millennium 
Development Goals (MDGs) and 
other such projects in Nigeria and 
other developing countries. 

Courteville partnered with the 
African and Caribbean Chamber 
of Commerce and Enterprise as 
platinum sponsors of the highly 
successful African Caribbean 
Business Experience (AACBE), 
held in August 2012 during 

the London Olympics. During 
the AACBE event in London, 
significant comments were made 
about the activities of aid agencies 
and European governments’ effort 
towards delivering projects under 
the MDGs in African countries.

Many MDG targets are 
consistently being missed because 
current efforts of aid agencies 
representing the donor countries 
fall significantly below projections 
for delivering these critical 
responsibilities of their home 
governments and are compounded 
by a number of challenges faced 
in the host countries. Some of the 
challenges identified include:

Challenges associated with 
working through host 
government ministries, 
departments and agencies.
The inability to identify 
credible partner organisations 
in executing MDG projects.
Insufficient or outright lack 
of statistical data for effective 
planning, resulting in expensive 
and time-consuming researches 
and surveys.
The inability to effectively 
reach the target end-user 
population that urgently 
require these services

How can governments overcome 
these challenges and deliver on 
their MDG mandates?

Effective solutions

Over the years, Courteville has 
honed its expertise and knowledge 
in the development of IT solutions 
that effectively solve endemic and 

peculiar challenges in developing 
countries. These solutions, which 
are also extremely cost effective 
to deploy, include the flagship and 
highly successful AutoRegTM. In 
addition, Courteville has created 
a robust, authentic and reliable 
consumer database in West Africa 
that provides strategic information 
for reaching retail businesses, 
households and consumers.

With most aid and donor 
agencies underachieving their 
home government MDG targets 
by as much as 90 per cent, it is 
undoubtedly evident that the 
Courteville platform provides 
the most robust and veritable 
opportunity for achieving these 
important objectives of donor 
governments. Courteville also 
offers robust solutions for foreign 
businesses and organisations 
seeking local business process re-
engineering solutions, market entry 
empirical statistical information and 
effective and efficient retail business 
distribution channels in Nigeria 
and West Africa.

Adebola Akindele, 
Group Managing Director, 
COURTEVILLE Business 
Solutions PLC
 

90 Olonode Street, Alagomeji, Yaba, 
Lagos, Nigeria 
Tel: +234 803 346 9533;  
+234 803 306 6006;  
+234 803 261 7568 
Email: info@courtevillegroup.com; 
adebolakindele@courtevillegroup.com 
Web: www.courtevillegroup.com

COURTEVILLE Business 

Solutions PLC

COURTEVILLE BUSINESS SOLUTIONS PLC is an e-business solutions 
development and advisory company trusted and well known in West Africa for 
delivering innovative e-business solutions to complex operational problems in 
both the private and public sector.

Organisation Profile
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Countries around the world are 
facing the challenge of increasingly 
complex and interconnected public 
service delivery issues, including 
the need to meet a growing 
demand for more citizen-centric 
and personalised services. Effective 
collaboration and an integrated 
approach to public service delivery 
are becoming crucial to meet this 
challenge and advance the way the 
government works for its citizens.

Such an integrated approach, often 
termed whole of government 
(WoG), is often facilitated through 
e-government and is characterised 

by better information sharing, 
effective collaboration and co-
ordinated decision- and policy-
making. This is not only among 
government agencies across 
all levels, but also between the 
government and non-governmental 
stakeholders, particularly citizens. 
This approach entails leveraging 
the transformational potential 
of e-government beyond just 
improving operational efficiency.

WoG public service 

delivery

The use of information and 
communication technologies 

(ICTs) in the public sector offers 
tremendous opportunities in 
facilitating this WoG approach to 
service delivery. E-government 
helps integrate institutions 
and processes and improve the 
government-citizen (G2C) 
relationship through greater citizen 
participation and engagement.

On a more immediate and direct 
level, e-government helps address 
cross-agency issues, for example, by 
enabling technical interoperability. 
It should be noted, however, that 
e-government is more than the 
mere application of ICTs. It is a 

Promoting e-government 

for public service delivery

Haiyan Qian at the United Nations Department of Economic 
and Social Affairs discusses how whole of government 
approaches, facilitated through e-government, can improve public 
sesctor performance.
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tool for transforming underlying 
government processes and enabling 
integration across government 
agencies, i.e., government-to-
government (G2G), integration, 
thereby increasing the capacity of 
government to efficiently deliver 
services. 

More indirectly, e-government 
facilitates a WoG service delivery 
through its positive impact on the 
G2C relationship. It can work as 
transformational force; not only by 
transforming internal government 
processes that impact on the public 
service delivery, but also by enhancing 
citizen engagement and participation. 

E-government initiatives, if 
well implemented, can greatly 
enhance citizen engagement and 
strengthen the G2C relationship, 
which then becomes a part of 
the transformation towards a 
more integrated WoG service 
delivery. After all, greater citizen 
involvement in service design and 
policy implementation is likely 
to help produce more responsive, 
citizen-centric services that are 
linked to actual user needs.

E-government 

development in the 

Commonwealth

To realise WoG service delivery, 
countries need to have the requisite 

e-government capacity. The United 
Nations e-government development 
index, updated every two years, is 
a composite indicator measuring 
the national e-government capacity 
to use ICTs for public service 
delivery. It is a weighted average 
of three normalized scores on the 
most important dimensions of 
e-government: (i) scope and quality 
of online services, (ii) development 
status of telecommunication 
infrastructure and (iii) human capital.

The 2012 United Nations 
E-Government Survey finds 
that e-government performance 
worldwide, as measured by the 
e-government development 
index, has improved, resulting in 
an increase in the world average 
from 0.4406 in 2010 to 0.4882 
in 2012. The 2012 score of the 
Commonwealth as a group is 
0.4613, which is marginally below 
the world average. 

The 2012 Survey also shows a 
regional disparity in e-government 
development, particularly with 
Africa lagging behind other regions. 
This disparity can also be observed 
among the Commonwealth 
countries, where the average score 
for 19 African Commonwealth 
countries is 0.3448, which is 
considerably lower when compared 
to other Commonwealth countries 

in the Americas (0.5577), Asia 
(0.5214) and Oceania (0.4369).

Country experiences

Countries around the world are 
beginning to adopt WoG approaches, 
with increasing emphasis on 
integration and collaboration in 
public service delivery; as opposed 
to single-purpose agencies or silos in 
public administration. This process 
is greatly aided by e-government, as 
evidenced in the increasing number 
of countries offering a one-stop-shop 
from 63 countries in 2004, 118 in 
2008, 123 in 2010 and 135 in 2012.

In the Commonwealth, one 
example of such approach is 
Malaysia’s ‘no wrong door policy’, 
which was introduced in the 10th 
Malaysia Plan for development 
covering 2011-2015. The policy 
urges public sector agencies to 
work across portfolio boundaries 
to provide high quality public 
services to citizens across all areas 
of economic activity, and ultimately 
to improve the capacity of public 
sector agencies to work together 
to address the economic, social 
and environmental challenges of 
globalisation. 

A ‘one service, one delivery, no 
wrong door’ policy is intended to 
enable easy access to public services 
by ensuring that government 

Data Source: United Nations E-Government Survey 2012
Data Source: United Nations E-Government 
Survey 2012

Figure 1. E-Government 
Development Index (2012)

Figure 2. E-Government Development Index of the 
Commonwealth, by Region (2012)
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agencies are well co-ordinated, well 
informed and customer-friendly. 
The policy manifests itself most 
visibly in Malaysia’s myGovernment 
website providing a single access 
point to a variety of services from a 
multiplicity of agencies.

Increased need for citizen 
involvement calls for innovative, 
collaborative tools and 
mechanisms. In this regard, 
cases from the United Nations 
Public Service Award (UNPSA) 
from 2007-2012 present some 
innovative e-government 
mechanisms and tools that 
enhance and transform the G2C 
relationship, ultimately enhancing 
WoG public service delivery. 

Over the past five years, 
nominations were received from 
18 Commonwealth nations. 
Although in some cases the 
participatory mechanisms and 
tools used are more traditional in 
nature, such as through assemblies, 
ICT has proven to be both a 
popular and an effective choice 
across many of the 56 initiatives 
nominated from these countries.

One of the lessons learned from the 
UNPSA initiatives is that during 
the transition from the first stage of 
information access (e-information) 
to the second stage of consultation 
(e-consultation) and subsequently 
to the third stage of e-decision-
making, processes are greatly 
enhanced when participants begin 
to understand that engagement 
will follow consultation, moreover, 
that their opinions will be 
seriously considered. A long-term 
commitment of resources is also 
seen as essential to get past the 
experimental stages that often 
accompany organisational change 
initiatives. Investment in human 
resources and diverse tools such as 
internet portals and social media 
to support WoG service delivery 
will be paid off in the long-term as 

a result of more efficient problem 
solving, improvements in citizens’ 
well-being, public inclusion 
that motivates co-operation and 
commitment to implementation 
processes, and the development of 
social capital.

Moving forward 

In order to progress in WoG public 
service delivery, countries need 
to ensure that effective leadership, 
national co-ordinating authorities 
and institutional models that 
support collaboration, co-operation 
and integration are in place.

One measure taken by a number 
of countries in this regard is the 
establishment of a co-ordinating 
authority in the form of a chief 
information officer (CIO) or 
equivalent at the national level. 
Since 2008, the United Nations 
has surveyed the commitment 
of national governments to 
organizational change by asking 
whether a government-wide CIO 
or equivalent, who is responsible for 
overseeing a national e-government 
strategy, has been appointed. The 
number of countries publicising 
such a post has steadily increased. 
In the latest round of inquiry, 60 
countries – 31 per cent of the 
Member States – were found to 
have an e-government CIO or 
equivalent, which is almost double 
compared with 32 countries in 
2010 and 29 countries in 2008.

Building on the progress in 
e-government to date, governments 
need to move beyond mere 
information sharing and focus 
more on the development of 
point solutions to look at broader 
issues such as citizen engagement 
and the G2C relationship, and 
explore innovative cross-boundary 
e-government applications.
To encourage innovation of this 
sort, the United Nations will 
introduce a new UNPSA category 
in 2013, which will highlight 

government agencies that have 
successfully implemented WoG 
approaches to improve public 
sector performance and service 
delivery in the information age. 
Initiatives that promote regulatory 
and institutional frameworks to 
harmonise policies, programmes, 
integrate services, foster leadership, 
human resource capacities and 
a collaborative organisational 
culture, enhance organisational 
performance, interoperability, and 
open standards, and promote social 
inclusiveness and collaboration 
among government agencies and 
citizens will be given high priority 
in the selection process.

This article draws on the United 
Nations E-Government Survey 2012 
published by UNDESA. 

Haiyan Qian, Director of DPADM at 
UNDESA has been engaged in public 
policy development, specifically public 
governance and science and technology for 
development for the last 32 years. 
 
The Division for Public 
Administration and Development 
Management (DPADM) of the 
United Nations Department 
of Economic and Social Affairs 
(UNDESA) is designed to help 
countries, especially developing countries 
and countries in economic transition, 
to respond to the challenges that 
governments face in bridging the digital 
divide between the ‘haves and have-nots’ 
and to achieve their development goals. 
The department is regularly called upon 
to advise national administrations in all 
regions, including in the Commonwealth. 

Division for Public Administration and 
Development Management  
UNDESA
Two UN Plaza, Room DC2-1712
New York, NY 10017, USA
Tel:  +1 212 963 2764
Fax: +1 917 367 0522
Email: unpan@un.org
Web: www.unpan.org 



Organisations today generate and store 
more information than at any time in the 
past. As the quantity of information contin-
ues to grow, so too do the threats to infor-
mation confidentiality, integrity and avail-
ability. However, the real challenge is to 
understand and accept that IT, while in-
strumental in causing the problem, cannot 
be relied on to provide a total solution. 

The answer is to make the right infor-
mation security awareness and behaviour 
part of the daily life of members of the 
organisation – in other words, to put in 
place the right information security cul-
ture. Additional advantages can include 
reliable information protection, higher 
productivity and improved teamwork, 
thanks to appropriate procedures and 
levels of information access. These ele-
ments are at the heart of the work of 
TreeSolution Consulting with you as a 
client. 

The Bridge between Proven Principles 
and Protection of Your Information  

TreeSolution Consulting GmbH has its 
roots in the international institute of man-
agement in technology (iimt) of the Uni-
versity of Fribourg. After specialising in 
research into information security culture 
and awareness over five years at the insti-
tute, Dr. Thomas Schlienger then founded 
TreeSolution Consulting with the mission 
of transforming tested theory into real 
organisational benefit. 

How does TreeSolution Consulting 
Make the Difference for You? 

We bring you a unique focus on the com-
bination of people and technology in in-
formation security. Our background and 
experience have confirmed that imple-
mentation of workable information securi-
ty across an organisation has to be cen-
tred on people. In fact, even the best 
technical procedures in the world can only 
contribute effectively to information secu-
rity if all the people using them also act 
according to the right information security 
principles.  

Our track record speaks for itself, with 
references from clients big and small alike, 
for both general and specific information 
security needs. Our clients continually 
look to us, because we find out with them 
what needs to be changed, how much it 
needs to be changed, and we provide the 
solutions to make it happen. 

Improving Information Security Aware-
ness across Your Organisation 

At TreeSolution Consulting, we work with 
you to first strengthen the weakest links in 
your information chain. For this, we put in 
place information security procedures that 
are as simple yet as effective as possible. 
Much of the benefit we provide comes 
from the targeted application of our 
three-phase “ABC” approach with your 
personnel: 

 

Awareness – Know why information secu-
rity is so important 

Behaviour – Act in a way that maintains 
information security 

Culture – Internalise information security 
so that it becomes a natural reflex 

Making a Better Information Security 
Culture that Pays its Way 

Cost-effectiveness is a key part of the 
TreeSolution approach. Awareness cam-
paigns and education need to go beyond 
short-term effects and achieve demon-
strable and replicable results. TreeSolution 
uses proven theory for practical benefit to 
clients with its TWISK® methodology to 
measure and promote information securi-
ty culture. Practical tools include security 
awareness audits and gap analysis, securi-
ty policy rating optimisation, and phased 
staff awareness and education for improv-
ing information security behaviour. 

TreeSolution is also constantly researching 
and refining new knowledge on infor-
mation security. By constantly helping you 
to achieve the right standards in a world 
that is in flux, we also help you to move 
towards excellence in this critical area. 

 Contact TreeSolution Consulting Today for Better Information Security: 

 TreeSolution Consulting GmbH 
 +41 31 751 02 21 

 contact@treesolution.ch www.treesolution.ch 

Information Security Culture 
The Information Age Explosion and the Need for 
Information Security  

Dr. Thomas Schlienger 
Managing Director 
and Owner 
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While governments, public and 
private organisations and businesses 
recognise the many opportunities 
and benefits of cyberspace – from 
increased innovation, global 
collaboration and competitiveness 
to better audience engagement 
– many are still struggling to 
understand the nature of cyber 
threats and to minimise the risks. 

The prevalence of cyber security 
threats is increasing and we are 
becoming familiar with headlines 
about state-sponsored cyber attacks, 

cyber warfare and serious data 
breaches initiated by hactivists, 
criminal organisations and 
espionage units. Take this year’s 
Flame malware attack – regarded 
as one of the most complex cyber 
weapons of its kind – it marks 
new heights in targeted attacks on 
organisations and a worrying trend 
in state-sponsored cyber warfare.

The big question for international 
governments, companies and 
individuals is how can this type of 
growing cyber threat be countered 

without losing the huge benefits of 
internet-based trade, commerce and 
communication?

Today, 80 per cent of growth in 
business-to-consumer markets 
is coming from internet-based 
channels and nearly all business-
to-business transactions are 
done electronically. It is not just 
commerce that is shifting online – 
increasing volumes of government 
business, national infrastructure 
management and everyday social 
interaction are being conducted 

Tackling cyber threats 

to security

Michael de Crespigny, CEO of the Information Security 
Forum, discusses the security threats governments face from 
cyberspace and how they can build resilience to both the known 
and unknown risks.
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via the web. Organisations are 
also adopting social networking 
and mobile channels more 
enthusiastically to communicate 
with their various stakeholders, 
which can become a double-
edged sword exposing them to 
increased risk.

Predicting the 

unpredictable

With cyberspace so critical to 
nations, governments, financial 
institutions and businesses today, 
disconnecting from it is simply 
not an option. Cyber security is 
no longer an information security 
issue but a business one, so you 
would expect it to be top of every 
board and government agenda 
and for global organisations to 
be prepared for cyber attacks and 
data breaches.

But cyberspace is evolving 
constantly and while it presents 
new opportunities and opens up 
exciting new channels like cloud 
and mobile services, it also presents 
unforeseen risks and unintended 
consequences that can have a 
potentially negative impact.  

As former US Secretary of Defense 
Donald Rumsfeld famously put 
it in 2002: “There are known 
knowns; there are things we know 
we know. We also know there are 
known unknowns, that is to say 
we know there are some things we 
do not know. But there are also 
unknown unknowns – the ones we 
don’t know we don’t know.”  He 
was referring at the time to Iraq, 
but the statement applies just as 
well to the threats organisations 
face in cyberspace. The inability to 
eliminate the ‘unknown unknowns’ 
in cyberspace is vital.

However, most governments and 
businesses are simply not prepared 
for the unpredictable, and it 
is imperative for them to start 
building so-called ‘cyber resilience’. 

How governments 

tackle cyber crime

While cyber attacks and cyber 
crime may be hard to predict or 
prevent, the way in which nations 
respond to such attacks is critical 
to long-term success. We have 
seen a number of recent initiatives 
proposed by governments around 
the world for tackling cyber threats. 

The UK government’s allocation 
last year of £650 million 
additional funding (over the next 
four years) towards protecting 
critical national infrastructure and 
defence assets against cyber attacks 
is one such approach. At the time, 
Ian McGhie, Deputy Director of 
the Office of Cyber Security and 
Information Assurance (Ocsia), 
talked about greater co-operation 
between government and public 
sector and the private sector and 
industry bodies.

In Europe, national government 
approaches to cybercrime will be 
overlaid with EU-wide co-operation, 
with the announcement by the 
European Commission of plans to 
create a European cybercrime centre 
focused on fighting credit card and 
bank fraud. Based in The Hague, 
The Netherlands, it will be housed 
alongside Europol, the pan-European 
police force and is expected to be up 
and running by January 2013. 

This European centre will 
provide a hub for co-operation 
in defending an internet that is 
free, open and safe. The centre 
will warn EU member states of 
major cybercrime threats and 
alert them of weaknesses in their 
online defences, as well as identify 
organised networks and prominent 
offenders operating in cyberspace.

However, opposition from 
campaigners in the US to 
Congress’s proposed Cyber 
Intelligence Sharing and 
Protection Act (CISPA) 

demonstrates how fine the line 
is between acting in defence of 
people’s rights and freedoms and 
being seen to threaten them. 
Under the CISPA proposal, private 
companies and the government 
would be able to share any 
information directly related to 
a vulnerability of, or threat to, a 
computer network. 

Most governments and 
businesses are simply 
not prepared for the 
unpredictable. 

As tempting as it might seem, 
treating cyber warfare as analogous 
to conventional warfare – where 
the threat of retaliation is deemed 
enough of a deterrent to prevent 
a major cyber attack on national 
infrastructure – is unlikely to be 
successful. The stakes are too high, 
and the consequences of retaliation 
are too unpredictable for such a 
policy to be effective.

If we could apply all the best-
practice security controls, the 
incidence of successful attacks 
would decline, but some cyber 
attacks will still succeed. What is 
achievable, however, is to prepare 
an effective response to the 
inevitable attacks so that their 
effect is minimised.

Becoming cyber 

resilient

Cyber threats are not just a 
challenge for IT departments; 
they require the involvement 
of every discipline within an 
organisation, its partners and 
stakeholders. A co-ordinated, 
collaborative approach is needed, 
led by senior individuals. 
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Cyber threats are 
not just a challenge 
for IT departments; 
they require the 
involvement of every 
discipline within an 
organisation. 

Organisations need to co-ordinate 
with customers, suppliers, investors, 
public bodies and other stakeholders, 
and creating resilience allows 
organisations to prepare for events 
that are impossible to predict.

Cyber resilience involves 
assembling multidisciplinary teams 
from across the organisation, and 
beyond, to develop and test plans 
for attacks and breaches that 
might occur. This team should 
be enabled to respond quickly to 
incidents by communicating with 
all parts of the organisation, those 
external people and organisations 
that may be directly impacted, 
shareholders, regulators and other 
relevant stakeholders.

A vital component of cyber 
resilience is governance with 
senior support for monitoring 
cyber activities – including 
monitoring partner collaboration, 
and the risks and obligations in 
cyber space. Organisations need 
to have a process for analysing, 
gathering and sharing cyber 
intelligence with stakeholders. 
They also need a means to assess 
and adjust their preparedness and 
resilience from past, present and 
future cyberspace activity.

Organisations should partner 
internally – sharing knowledge of 
risk and best practice across business 
units and functional groups. 

In the drive to become cyber 
resilient, organisations need to 
extend their risk management 
focus from pure information 
confidentiality, integrity and 
availability to include other risks, 
such as those to reputation and 
customer or supply chain channels, 
and recognise the unintended 
business consequences from activity 
in cyberspace. 

Establishing cyber security alone 
is not enough either. Today, risk 
management largely focuses on 
achieving security through the 
management and control of 
‘known’ risks. Organisations must 
extend risk management to include 
risk resilience, in order to manage, 
respond and mitigate any negative 
impacts of cyberspace activity.

Cyber resilience 
is about ensuring 
the sustainability 
and success of an 
organisation, even 
when it has been 
subjected to the almost 
inevitable attack. 

Cyber resilience anticipates 
a degree of uncertainty: it’s 
difficult to undertake completely 
comprehensive risk assessments 
about participation in cyberspace. 
Cyber resilience also recognises the 
challenges in keeping pace with, 
or anticipating, the increasingly 
sophisticated threats from 
‘malspace’ (where cyber criminals, 
organisations and tools exist 
online). It encompasses the need 

for a prepared and comprehensive 
rapid-response capability, as 
organisations will be subject to 
cyber attacks regardless of best 
efforts to protect themselves.

Above all, cyber resilience is about 
ensuring the sustainability and 
success of an organisation, even 
when it has been subjected to the 
almost inevitable attack.

By adopting a realistic, 
collaborative approach to cyber 
security and resilience, nations, 
government departments, 
regulators, senior business 
executives and information 
security professionals will be better 
equipped to understand the true 
nature of cyber threats and to 
respond appropriately. 

Michael de Crespigny is CEO of 
the ISF. Based in London, he leads the 
ISF’s collaborative relationships with 
standards organisations, governments 
and private enterprise with a specialism 
in cyber security strategies and the 
challenges this presents for businesses, 
government and the media. He was 
previously a Partner with PwC during 
a 30-year career. 
 
The Information Security Forum 
(ISF) was founded in 1989, the ISF is 
an independent, not-for-profit association 
of world leading organisations. It is 
dedicated to investigating, clarifying 
and resolving key issues in information 
security and developing best practice 
methodologies, processes and solutions 
that meet the business needs of its 
Members. 
 
Information Security Forum
10-18 Union Street
London, SE1 1SZ
United Kingdom
Tel: +44 (0)20 7213 1745
Fax: +44 (0)20 7213 4813
Web: www.securityforum.org
Email: info@securityforum.org 



In Europe, we are in a time 
when “austerity” is becoming 
a buzzword. However, few 
may appreciate the balancing 
act behind funding reform as 
Ministers seek to avoid counter-
productive consequences. The 
state of formal education in 
information security presents 
an interesting case study of the 
challenge at hand.

Around the globe, Information 
or Cyber Security, including the need to invest in skills, has 
become a rising priority on public policy agendas, while budget 
cuts have skewed development from educators. In England, cuts 
and higher tuition fees (up to £9000 per year) for undergraduate 
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to students and their inability to pay. Few seem to talk about 
changes in how universities behave.  The inherent response is to 
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This comes in the form of Masters -level post-graduate 
education while Information Security is becoming a programme 
of choice right across the country.  On last count I heard there 
were over 55 Masters level programmes in Information Security 
�
����������������
����������������������������������������	��
��
beyond specialist courses in forensics and ethical hacking.  Such 
a poor showing in undergraduate choice hampers development 
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��
alike are shouting about a skills shortage.  Few young people are 
even aware of the career choice as they leave school to pursue a 
university education.
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the intake comes from the lucrative working student market 
and/or international students, rather than students progressing 
�����������	���
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to lecturers, many admit they must act more like a business, 
serving a student body that can pay. 

Given this, (ISC)2 hosted a special advisory board meeting  in 
early 2012. Here lecturers in information security from across 
#��	����	
���������������!	�����	��#��	���
��
���������������
focussed on the MSc , with few undergraduate choices available.  
The more disturbing revelation from this meeting, however, 
was that most IT and computing courses, even those focussed 
on web-based systems and development do not include security 
in the curriculum.  This is irresponsible, particularly in a region 
with national and EC-level funding supporting the pursuit of an 
	�������Digital Agenda*.

Surely governments are missing an opportunity here.  (ISC)2

research suggests that our profession is seeing almost full 
employment at a time when unemployment in the UK is at a 17 
year high. Forecasts are for the workforce to double by 2015. 
The experience of the existing workforce averages 11 years and 
the percentage of those under 29 is declining (only 10% in 2011). 

Addressing the skills element of cyber security policy will 
require investment in undergraduate learning.  As a professional 
body, we are actively working to bring academia and the 
profession together, and opening up our body of knowledge for 
curriculum development. Governments also have a role here, 
not least in developing a solid understanding of the incentives 
created in funding reform.  
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* http://ec.europa.eu/information_society/digital-agenda/index_en.htm
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CHUKA University College
Blazing the Trail in Higher Education

www.cuc.ac.ke

For more information contact:
Principal, Chuka University College, P. O. Box 109-60400, Chuka, Kenya
Telephone: 020 2310512/18 - Fax: 020 2310302 
E-mail: chukauniversitycollege@gmail.com
You can also visit our website at www.cuc.ac.ke

VISION 
To be a premier university for the provision of quality education,  training and research for sustainable  
national and global development.  

MISSION
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and outreach through nurturing of an intellectual culture that integrates theory with practice and innovation.

CHUKA UNIVERSITY COLLEGE AT A GLANCE
Chuka University College is located within Chuka Municipality in Meru South District, Eastern Kenya. It is 
situated approximately 186km from Nairobi along the Nairobi-Meru highway on the slopes of the snow-
capped Mt. Kenya at an attitude of approximately 2,000m above sea level. This gives it a cool climate with 
temperatures ranging from 16oC to 24o��	���	��	���	����	���	������	���
� �����������������	
�������	��
excellent learning environment.
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campuses; Embu, Igembe and Nturiri as well as the Main Campus at Chuka Municipality. The fast tracking of 
infrastructural growth has provided students with excellent learning facilities that have contributed to their 
exemplary performance. Besides teaching, the University College nurtures students to become responsible 
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whose activities are geared towards providing students with hands-on experience which will later become 
useful in the world of work.  

ACADEMIC PROGRAMMES 
As the premier institution of higher education in eastern Kenya, the University has been at the forefront in 
��������	�������	���
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The Ecobank Group at a glance

1985 Founding
ETI established as a bank 
holding company, under 
a project initiated by the 
Federation of West African 
Chambers of Commerce. 
An agreement with the 
Republic of Togo grants 
the rights and status 
to operate as a 
regional, non-resident 
������������	
�
�
����

1987
Commences technical 
services agreement 
with Citibank.

1990
By 1990, operations 
������������
���	�
Togo, Côte d’Ivoire, 
Nigeria, Ghana 
and Benin.

1998
Investors outside 

of ECOWAS 
introduced to 

�������������	����
Investors include 

the IFC and 
Kingdom Holdings.

1985
 Founding

1988
Commenced 
operations

1990
���
���������	���

1998
����
��������	���

Timeline

Ecobank is a full-service 
bank focused on Middle 
Africa. It provides wholesale, 
retail, investment and 
transactional banking services 

�����������
	������������
institutions, multinationals, 
local companies, SMEs and 
individuals. The Group has 
23,355 employees in 
35 countries.

Unrivalled 
pan-African network
Ecobank is present in more 
countries in Africa than any 
other bank in the world. 
Ecobank currently is present 
in 32 countries across the 
continent, as highlighted in 
the map opposite. The Group 
also has a subsidiary in Paris 
���������	��
�
����������	�
in Dubai and London. 

One Bank
Ecobank operates as 
“One Bank” with common 
branding, standards, policies, 
processes and technology to 
provide a consistent and 
�����������	
����������������
across the entire network. 
At 31 December 2011, 
Ecobank had a unique network 
of 1,151 branches, 1,487 ATMs 
and 2,151 POS machines, 
servicing 8.4 million customers. 

��������	�
	�������	���
��������	����������
�����
wholesale and investment 
���������	������	����������		�

geographies, customers 
and products to provide 
a sustainable platform 
for long-term growth 
and value creation. 

�������������
Ecobank seeks to comply with 
international best practices 
in key areas such as business 
ethics, anti-money laundering 
and corporate governance. 
We also seek to factor social 
responsibility and sustainability 
into our business approach 
and to contribute to poverty 
alleviation and wealth creation.

��������	�����
Incorporated in Lomé, Togo, 
Ecobank Transnational 
Incorporated (ETI) is the parent 
company of the Ecobank Group. 
ETI is listed on the BRVM in 
Côte d’Ivoire, the Ghana Stock 
�������������
���!�������
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585,000 shareholders.

Mission and vision
Ecobank’s dual purpose is to build a 
world-class pan-African bank and to contribute 

��
����������������������������
����
����
and the development of the African continent. 
We seek to provide our customers 
with convenient and reliable banking 
products and services locally, regionally 
and internationally.

 1985  1986  1987  1988  1989  1990  1991  1992  1993  1994  1995  1996  1997  1998



2001
Secondary 
�����	���

2009
Group restructures

2011
Single 
IT platform

2005
Transformation 

strategy

2006
Goes 
public

2001
By 2001, operations 
in 12 countries, 
having added 
Burkina Faso, Mali, 
Guinea, Liberia, 
Niger, Senegal 
and Cameroon. 

2005
Board adopts 

plan to transform 
Ecobank from a 
wholesale bank 
into a balanced 

full-service bank 
with pan-African 

coverage. 

2006
ETI shares listed 
on BRVM, GSE 
and NSE.

2009
Group restructured 
into three customer- 
focused business 
segments – Corporate 
Bank, Domestic Bank 
and Ecobank Capital; 
shifting the emphasis 
from geographical 
�����	����
��
customer service.

2011
Group 
completes 
the migration 
of all 
subsidiaries 
onto single 
Oracle 
FLEXCUBE 
platform.

Footprint

 1999  2000  2001  2002  2003  2004  2005  2006  2007  2008  2009  2010  2011

Mali

Ghana
Togo

Benin

Rwanda
Burundi

Malawi

Kenya

Tanzania

Uganda

Zambia

Guinea

Sao 

Luanda 

Tome and Principe

Senegal

Cape Veerde

Gambia

Guinea-Bissau

Sierra Leone

Liberia

Central African 
Republic

Côte 
d’Ivoire

Congo
(Brazzaville)

Congo
(Democratic 

Republic)

Angola

Johannesburg

Cameroon

Nigeria

Chad
Niger

Burkina
Faso

Zimbabwe

Gabon

London

Paris

Dubai

Ecobank presence 
in 2011

�������������	��
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and Paris subsidiary
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Debunking myths

Many myths are told about aid. 
Here instead we start with a real 
story, a story about the Mattia 
family in Sierra Leone.

Sierra Leone used to be the worst 
place in the world to give birth. 
Yawa Mattia lost her first child 
because she couldn’t afford to pay 
for healthcare. She worried she 
would lose the next too. Then, in 
April 2010, the government of 
Sierra Leone made health care free 
for mothers and children. Now 
Yawa is able to take her new son 

Alhusine to Makeni Government 
Hospital whenever she needs to. 
Yawa says: “I’m happy that the 
hospital is now free, not just seeing 
the doctor but medicine too. 
Paying for my son’s care would 
have been very difficult; I am 
only a market vendor. I believe 
the doctors here have saved my 
son’s life.” Because of the removal 
of health user fees, up to one 
million Sierra Leonian children 
like Alhusine now benefit from 
free care each year. The abolition 
of user fees is a testament to the 
political leadership shown by the 

Government of Sierra Leone. It 
is a Sierra Leonian victory first 
and foremost. But aid was also 
key. Aid, in this case from another 
Commonwealth member, Britain, 
was what made it possible to pay 
for the removal of user fees. 

All of us can be proud of how 
development co-operation 
between Commonwealth 
countries has helped save, and 
change, millions of lives. Whilst 
we celebrate aid, we also need 
to improve it, to help countries 
move beyond aid, and to make 

Helping aid to 

help the Commonwealth

Ben Phillips, Campaigns Director at Oxfam outlines how aid 
has helped save and change lives throughout the Commonwealth, 
and how to help aid to help even more.
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development a priority in 
broader national governance and 
international relations, as it cannot 
be achieved by aid alone. 

All of us can be proud 
of how development 
co-operation between 
Commonwealth 
countries has helped 
save, and change, 
millions of lives.   

Lessons to follow

The experience of aid highlights 
four key lessons:
1. Aid plays a vital role in saving 

and changing lives. 
2. Aid can do better – and needs 

to be improved. 
3. Aid need and should not be 

forever – countries can move 
beyond aid, and recipients can 
become donors. 

4. Aid alone is not enough.

Aid plays a vital role in saving 
and changing lives. 
Oxfam research found that 
aid has helped reduce by 1.2 
million a year the number of 
children who die each year in 
six Commonwealth countries: 
Bangladesh, Ghana, Kenya, Sierra 
Leone, Tanzania and Zambia. 

Bangladesh has seen the sharpest 
fall in child mortality, a reduction 
of 80 per cent over the last 50 years. 
In 1960 (the earliest year for which 
figures are available), a quarter of 
all children died before they were 
five. Today 19 out of 20 children 
live to see their fifth birthday. 
Aid to Bangladesh helps pay for 
vaccines, vitamin supplements and 

deworming tablets for under-5s, as 
well as helping newborns receive 
proper care and educate mothers 
on the importance of breastfeeding 
soon after birth. 

In Kenya the proportion of 
children dying before their fifth 
birthday has fallen from 1 in 5 in 
1960 to 1 in 12 today with much 
of the improvement occurring in 
the last decade. Aid helps Kenya 
pay for maternal and child health 
services and, since 2002, has 
provided 14 million bed nets to 
protect children from malaria. The 
number of under-5s sleeping under 
bed nets has increased from 5 to 47 
per cent, and that measure alone 
has saved the lives of more than 
100,000 children over time. 

Sector budget support has helped 
Commonwealth governments to 
introduce basic services that are 
free at the point of use, including 
for primary education in Uganda 
and basic healthcare in Zambia. 
Malawi’s Emergency Human 
Resources Programme (EHRP) 
increased the health workforce 
by 53 per cent between 2004 and 
2009, saving an estimated 13,000 
lives. The government could not 
have paid for the entire plan, 
including the substantial salary top-
ups, without donor support.

Millions of children 
are alive and in 
school because of 
aid.  

As research by the World Bank 
has shown, aid and debt relief to 
governments in Africa have helped 
pay for hundreds of thousands of 
new nurses and teachers. Millions 

of children are alive and in school 
because of aid. 

Saving and changing lives through 
aid is not only a moral imperative 
in its own right, it is also central 
to economic growth. Addressing 
under-nutrition in pregnant 
women and children leads to an 
increase of up to 10 per cent in an 
individual’s lifetime earnings. In 
contrast, malaria alone costs Africa 

We need ‘more aid  
for the money’ as  
well as more money 
for aid.  

US$12 billion each year in lost 
revenue, and by failing to address 
under-nutrition, a country may 
have a 2 per cent lower GDP than 
it otherwise would. Government 
action is key - it can’t all be left 
to the market. As the latest UN 
Human Development Report 
finds, “markets are very bad at 
ensuring the provision of public 
goods, such as security, stability, 
health and education”. So the 
internationally agreed goal, that 
out of every US$10 a rich country 
has they should keep US$9.93 
and give seven cents to help tackle 
global poverty, deserves to be 
upheld even in this difficult global 
economic environment. 

Aid can do better – and needs 
to be improved. 
Just as we need to celebrate aid’s 
achievements, we also need to 
improve it further. We need ‘more 
aid for the money’ as well as more 
money for aid.

Lack of co-ordination by donors 
and burdensome processes mean 
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that in Tanzania, donor visits 
can take up 10-20 per cent of 
a district medical officer’s time, 
with report-writing consuming 
even more. This takes the focus 
away from managing health 
systems to save lives. Donors’ 
‘tying’ of aid requiring aid to be 
used for products or services from 
the donor’s home country, means 
that substantial aid resources flow 
back to donors rather than being 
spent in ways that could most 
support development.

IMF conditions have placed 
restrictions on public sector 
wage bills, limiting the ability of 
countries like Zambia to expand 
the number of health workers. 
And many donors still refuse to 
follow the standards they insist on 
for others. When the Rwandan 
government asked donors to 
assess their efficiency, donors were 
reluctant to peer review each 
other’s performance.

Donors can increase 
the impact and 
sustainability of  
aid by co-ordinating 
in support of 
country-owned  
plans rather than 
running their own 
projects.  

Donors can do better. By giving aid 
predictably over several years, donors 
can improve the value of aid by over 
20 per cent. By untying aid, donors 
can improve the value by 15-30 
per cent. Transparency in aid by all 
Development Assistance Committee 

countries would be equivalent to an 
additional US$3 billion.

Most importantly, donors 
can increase the impact and 
sustainability of aid by co-ordinating 
in support of country-owned 
plans rather than running their 
own projects, by supporting the 
development of national capacity, 
and by supporting monitoring that 
holds donors as well as partner 
countries to account.

Countries can move 
beyond aid, and 
recipients can become 
donors.  

Aid need and should not  
be forever. 
There need be nothing permanent 
about receiving aid. Countries can 
move beyond aid, and recipients 
can become donors. As Tony 
Blair, former UK Prime Minister, 
noted, “We should never forget 
the first purpose of aid. Alongside 
the obvious mission to help those 
in need, its purpose is to help 
countries stand on their own feet. 
The purpose, in other words, 
should be to use aid to end aid.” 

Former World Bank economist 
Jeffery Sachs and rock star activist 
Bono used a recent joint trip to 
Ghana to highlight the trajectory 
to move beyond aid there. It might 
have surprised some that it was the 
rock star who set out the data, but 
the point is compelling:

“The hard data tells us that Ghana’s 
had over 14 per cent growth in the 
last year. We think that malaria is 
down by over 50 per cent, maybe 
over 60 per cent, which is astonishing. 

Poverty reduction 
goals and national 
self-interest both 
influence the nature 
of this aid.  

Aid is what we do in emergency 
situations to get you through to 
a place of self-reliance. Ireland 
needed aid from Europe, Germany 
needed aid from the United States 
after the second world war. All of 
us need aid. It’s investment – and if 
it’s investment, what is your return 
on investment? In Ghana, it is clear 
that this country will in five years 
need a lot less aid than it needs 
now, and in 10 years may not need 
aid at all. The reason I’m excited 
about aid is that it looks like we 
can see the end of it here.”

Throughout the Commonwealth 
countries have moved from 
recipients to donors. South 
Africa and India both have 
aid programmes, helping their 
neighbours and sharing valuable 
experience from their own 
development. Indeed, India, once 
the largest recipient of aid, is now 
second only to China among 
developing-country donors. 

Globally, the Overseas 
Development Institute has 
estimated that US$9.5-12 billion, 
close to 10 per cent of total aid, 
is now spent in what is known 
as ‘South-South’ aid. This is set 
to increase, fast. Foreign Policy 
magazine estimates foreign aid 
by the five BRICS countries is  
growing 10 times faster than aid by 
G7 countries. Of course, poverty 
reduction goals and national self-
interest both influence the nature 
of this aid – and international 
NGOS like Oxfam are challenging 
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any harmful practice we observe in 
South-South aid just as we do in 
North-South aid. The increasing 
number of countries moving from 
recipient to donor status, however, 
is something to celebrate, and an 
illustration of progress.

Development needs 
to be a priority in 
broader national 
governance and 
international 
relations.  

Aid alone is not enough.
Development needs to be a 
priority in broader national 
governance and international 
relations. As each new piece of 
economic and political research 
notes in various ways, there is no 
single ingredient for development. 
Aid matters, but other things 
matter too. Domestic resource 
mobilisation, support to local 
entrepreneurs, universal provision 
of key services, protection for 
the poorest, addressing gender 
inequality, peace, the rule of law, 
access to markets and more – are 
all crucial. 

Aid spending is not and will 
never be a magic wand; rather 
it is a shrewd investment in our 

common future, our ‘common 
wealth’. Alone, it cannot end 
global poverty or redress the 
extreme imbalance of wealth 
that characterises our world. But 
efficient aid saves lives and can be 
indispensable in unlocking poor 
people’s ability to work their own 
way out of poverty. For example, 
poor health and lack of access 
to education, training and jobs 
are all factors that keep people 
economically inactive, but can be 
tackled with help from aid.

Development finance is about 
much more than aid: properly 
enforced progressive revenue 
collection, transparency and 
accountability in extractive 
industries, and innovative taxation 
like the financial transaction tax, 
are all key to funding essential 
services. And development 
is about much more than 
development finance: for example, 
urgent action is needed now to 
tackle food price volatility, and 
to prevent landgrabbing that 
dispossesses small farmers. In 
contrast, well regulated trade and 
investment can be a motor for 
enabling millions of people to 
move from poverty to prosperity.

But investment and trade alone are 
not enough: the poorest countries 
need aid too. Aid done well has 
supported the effective building 
of state institutions, delivery 
of essential services, and the 
catalysing of crucial agricultural 
and industrial development.  It has 
resulted in huge successes – and 

this kind of aid is the kind that 
will work itself out of a job. 

Well regulated trade 
and investment can be 
a motor for enabling 
millions of people to 
move from poverty to 
prosperity.  

Ben Phillips is Oxfam Campaigns 
Director. He has lived and worked in 
four continents and 10 cities including 
New Delhi and Washington DC. 
He began his development career at 
the grassroots, as a teacher and ANC 
activist living in Mamelodi township, 
South Africa, in 1994, just after the 
end of apartheid. 
 
Oxfam is a global movement 
of people working with others to 
overcome poverty and suffering. It is 
an international confederation of 15 
organisations working in 98 countries 
worldwide to find lasting solutions to 
poverty and related injustice around 
the world. 
 
Oxfam, Oxfam House,  
John Smith Drive,  
Oxford, OX4 2JY, UK
Email: enquiries@oxfam.org.uk
Web: www.oxfam.org.uk, 
Follow us: @benphillips76; @oxfamgb



The South African Democratic Teachers Union

Voice for education workers.

The South African Democratic Teachers’ Union (SADTU) is the
largest education workers union in the country with more than 250
000 members.

SADTU is affiliated to the Congress of South African Trade Unions
(COSATU).The Union is also a member of Education International (EI), the
All Africa Teachers’ Organisation (AATO) and the Southern Africa Teachers’
Organisation (SATO).

Launched in October 1990 by former South African President and world
statesman Nelson Mandela as a teachers’ union, SADTU has extended its mem-
bership to include all workers in the education sector. Delivering his keynote
address at the historic launch, former President Mandela urged the entire country
to rally behind and fight for the rights of teachers: “We must use our power on
the ground. No manna will come from heaven. Teachers in the past waited for
the manna and it never came. They were called reactionaries. This loyalty brings
misery to the teachers. We are tired of the saying, ‘half a loaf is better than no
bread’. We want the whole bread.” 

Prior to the formation of SADTU, teacher organizations/unions in the country
were divided along racial, geographical and ideological lines. This was reflec-
tive of the apartheid system which operated on the principles of divide and rule. 

The rise of student and worker activism in the 1980’s saw the formation of
progressive teacher unions in South Africa to fight the apartheid state and infe-
rior education. Massive struggles were waged around education. The progres-
sive teacher unions saw the need for teachers to fight with one voice.

In April 1988, various teacher organizations from South Africa met in Harare
to work out how they could build unity among themselves. The idea of forming
a national and-non-racial teachers’ union was born at that Conference.

The conference adopted The Harare Principles of 1988. These principles
committed participating organizations to a unitary, non-racial, non-sexist and
democratic structure; to defend both the economic and professional interests of
teachers. However, not all teacher organizations/associations were prepared to
commit themselves to the principles. In spite of this, the process of unifying
teachers continued and was spearheaded internationally through the sponsorship
of WCOTP and the IFFTU.  The Congress of South African Trade Unions
(COSATU), the African National Congress (ANC) and SACTU were also
closely involved leading, to the 1990 launch.

The 1990’s saw the rapid growth of SADTU. The Union grew from 30 000
to over 200 000 members in less than ten years. The Union had to fight for
recognition; establish labour rights and address the improvement of conditions
for teachers. The gains from this struggle included securing the right to organize,
the right to form and join a union of choice and the right to fair procedure.

The struggle for worker rights ran parallel to the struggle for free quality pub-
lic education. The Union was established on the basis of the need to combine
trade unionism with professionalism. 

SADTU’s second Congress, held in 1993, discussed the question of affiliation
to COSATU. The National Council, following the Congress resolved in favour
of affiliation. The aim of affiliation was to strengthen and build solidarity and
unity amongst all workers and to share experiences with other unions.

Professional issues were also part and parcel of the Union. SADTU’ Congress
themes and resolutions have always reflected the Union’s commitment to qual-
ity education as a tool to transform society. 

Realising the centrality of teachers in education transformation, SADTU took
a decision at its National General Council (NGC) in 2009 to establish a Teacher
Development Institute to empower, skill and develop members. 

The 7th Congress theme, held in 2010, spoke of organizing and empowering
not only teachers but all the workers in the sector in the belief that worker sup-
port and administrative support are crucial to the success of the education en-

terprise. There was also a focus on delivering quality public education and build-
ing socialism in recognition of the fact that although political freedom was at-
tained in 1994, social and economic freedom remained illusive for the majority
of our people.

The Congress also saw the launch of SADTU’s strategic vision for the next
20 years – The 2030 Vision. The Vision is based on the following pillars – serv-
ing union members, creating a learning nation, promoting a development ori-
ented nation, creating international partnerships and building a delivery based
organizational capacity.

SADTU’s objectives are to fight for better remuneration and working condi-
tions for educational workers; to represent and promote the professional aspi-
rations of educators; to play a leading role in the struggle for education
transformation that delivers free and equal quality public education for all; as
well as to participate in the struggle to deepen the National Democratic Revo-
lution.
In order to meet these goals, the next 20 years would require a SADTU that;

• understands the relationship between its existence and the completion
of the National Democratic Revolution;

• understands the interconnection between classroom productivity and
productive economic activity in terms of the GDP;

• leads its members to become a critical component of the national so-
cial cohesion assignment through a demonstrative general commit-
ment to social advancement and renewal of first its members and then
society; 

• galvanises its members towards the attainment of the founding ob-
jectives of SADTU in the emerging nation building context;

• masters the terrain of post-liberation conflict in public sector collec-
tive bargaining and utilises its access to political influence to advance
legitimate interests of its members;

• wields, through cadre deployment and influence, the established in-
struments of the state in line with the strategic objectives of SADTU;

• mobilises its members around a patriotism building programme that
seeks to accelerate reconstruction and development, nation-building
and reconciliation;

• conducts itself in a manner that reflects its strategic positioning as a
dispensary of social morality in society and acts as a microcosm of
what society should be;

• leads education transformation initiatives through the constant pro-
fessional development of its members; 

• utilises its entire resources, human and otherwise, towards the cre-
ation of a teaching corps that engages in the redefinition of core cur-
riculum. The redefinition should be informed by a bias towards the
rebirth of an African child in a globalising world; 

Reaching SADTU’s aims and objectives as reflected in the preamble, has not
been smooth sailing in a country where the education system is highly unequal.
It is still divided along the lines of race, class and rurality. The legacy of the
apartheid system still persists as schools in poor communities are still under-
resourced. However, we will strive to reach our goal of combating all class
based discrimination in education and to expose, at all times, the class nature
of the South African society.

The preamble of the South African Democratic Teach-
ers’ Union (SADTU) constitution reads, “We, teachers
and education workers of South Africa, having com-
mitted ourselves to the transformation of education
and dedicated ourselves to the development of an
education system which is fully accessible, equal and
qualitative, free of apartheid legacy and which is a just
expression of the will of the people, as enshrined in
the Constitution of the country, hereby proclaim the
need for a single teachers’ union in our land.”

SADTU NATIONAL LEADERSHIP

President: Mr Thobile Ntola
Deputy President: Mr Magope Maphila

Vice President for Gender: Ms Dorcus Sekabate
Vice President for Sports Arts and Culture: Ms Salome Sithole

Vice President for Education: Ms Veronica Hoofmeester
General Secretary: Mr Mugwena Maluleke

Deputy Secretary: Mr Nkosana Dolopi
National Treasurer: Lindiwe Motshwane

Contact details:
Physical address: Head office:

Matthew Goniwe House
49 Goud Street (Cnr Goud and Marshall Street)

Johannesburg, 2001
Telephone: 27 011 334 4830

Fax number: 27 011 334 4836
Website: www.sadtu.org.za
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The Millennium Development 
Goals (MDGs) have played a 
crucial role in galvanising political 
support for reducing extreme 
poverty, resulting in striking 
improvements for poor people in 
many countries. 

In June 2012, the UN highlighted 
that three of the goals had been 
achieved. But the challenge of 
global poverty remains. With three 
years until the 2015 deadline, 
progress is threatened by an 
economic crisis which raises 

questions regarding adequate 
financing to achieve the goals. 

It is crucial that aid donors maintain 
their Gleneagles commitments to 
give 0.7 per cent of Gross National 
Income in aid, but Commonwealth 
countries will increasingly need 
to look for alternative sources of 
finance to achieve the goals.

Progress towards  

the goals

The MDGs agreed measurable 
time-bound targets on poverty 

alleviation, education, gender 
equality, child and maternal health, 
environmental stability, HIV/AIDS 
reduction, and a ‘Global Partnership 
for Development.’

Since 2000, the world has 
witnessed great progress in 
reducing extreme poverty. The 
number of people living on less 
than US$1.25 dollars a day has 
halved since 1990. The number of 
children dying each year has fallen 
by more than 4 million since 1990. 
In the period of 2005–10 there 

Financing the 

Millennium 

Development Goals 

Dr David McNair, Head of Growth Equity and Livelihoods 
at Save the Children UK looks at the progress being made 
towards the Millennium Development Goals and what is needed 
to finance their achievement. 
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were 50 million more children in 
primary school than in 1995–99 
(Child Development Index 2012).

The UN Millennium Development 
Goals report, 2012 highlighted that 
goals on halving extreme poverty, 
halving the proportion of people 
with no access to water, and 
improving the lives of 200 million 
slum dwellers had been achieved. 
For the first time since poverty 
trends began to be monitored, both 
the number of people living in 
extreme poverty and the poverty 
rates fell in every developing region, 
including sub-Saharan Africa (SSA). 

Commonwealth 
countries will 
increasingly need to 
look for alternative 
sources of finance to 
achieve the goals. 

But these global figures mask 
considerable variations between 
regions with the weakest progress 
observed in SSA, in rural areas and 
among the poorest and hardest to 
reach populations. In Africa, for 
example, 17 countries are not on 
track to halve extreme poverty by 
2015, despite the achievement of 
the goal globally.

With just three years to go until 
2015, one in eight children born 
in SSA won’t reach the age of five. 
In 2010, 7.6 million children died 
before their fifth birthday and 
only 42 per cent of babies with 
HIV/AIDS received life-saving 
antiretroviral drugs 67 million 
primary school-age children 
worldwide were not in school 
in 2008; and if current trends in 

population growth continue, there 
could be 72 million children out of 
school in 2015 (UNESCO, 2011).

In some cases, the situation is 
getting worse. 1.5 million more 
children suffered from acute 
malnutrition in 2005–10 than in 
the first half of the 2000s. (Child 
Development Index 2012). 

Despite these huge challenges, 
the UN Millennium Development 
Goals report, 2012 suggests that the 
goals are still achievable, but only 
if governments and development 
partners maintain political and 
financial commitments.

What drives progress?

Much of the progress we have 
witnessed has been driven by 
economic growth within China 
and in other countries where 
governments have translated 
ambitious policy commitments 
into detailed programmes that 
make links between sectors, and 
have invested in the capacity to 
implement them. 

Ambitious targeted programmes 
backed by strong political 
commitments have been crucial in 
targeting extreme poverty, while 
redistributive policies have been 
crucial for protecting the most 
vulnerable in times of crisis. 

In Bangladesh for example, life 
expectancy at birth has improved 
significantly and during the period 
1993 to 2010 the mortality rate 
of children under five reduced by 
62 per cent. Much of this can be 
attributed to strong investments in 
health systems – targeting major 
causes of child mortality. This has 
a firm policy commitment from 
government and is supported by 
external aid donors such as the 
UK’s Department for International 
Development, USAID, UNICEF 
and the Bill and Melinda Gates 
Foundation.

Global figures 
mask considerable 
variations between 
regions. 

It is obvious that financing is 
a crucial part of the picture. 
Countries that received large 
amounts of aid typically reduced 
childhood malnutrition by an 
additional two percentage points 
over ten years, and infant mortality 
by an additional four deaths per 
1,000 compared with the average 
low aid-recipient country. 

With huge fiscal constraints in 
donor countries, however, support 
for official development assistance 
in donor countries is diminishing. 
This is resulting in reduced donor 
budgets, unlikely to be matched 
by south-south development 
cooperation, which still comprises 
only 10 per cent of global aid.

The Organisation of Economic 
Cooperation and Development 
(OECD) reported in 2012 that aid 
from OECD Development Assistance 
Committee Members fell in 2011 
for the first time in 14 years. Sixteen 
countries cut their aid budgets in 
real terms resulting in a 3 per cent 
decline. The biggest cuts were made 
by Austria, Belgium, Japan, Greece 
and Spain (OECD, 2012).

This decline in support conflicts 
with the scale of the challenge. The 
OECD estimate a cost of US$120 
billion to achieve the MDGs by 
2015. To achieve universal primary 
education would cost in the region 
of US$9 billion, to achieve goals 
on health, an additional US$35 
billion in Asia and US$20 billion in 
sub Saharan Africa will be required 
(OECD, 2012).
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Around half of this is required in 
20 low income countries which 
currently face a financing gap of 
US$61.2 billion to meet MDG 
targets. Fragile states, such as 
Burundi, Democratic Republic of 
Congo, and Ethiopia collected as 
little as US$35 per person through 
tax – with is clearly not sufficient 
to provide the services needed 
to improve maternal mortality or 
provide universal education. Here 
aid financing for development 
programmes, coupled with long 
term support for increasing the 
capacity to mobilise revenue will 
remain crucial, but this is a long 
term project which is unlikely to 
yield necessary revenues in the 
short term. Leveraging private 
sector finance, an increasingly 
important tool used by donors, will 
be important, but the volatility of 
these flows mean that countries 
should be cautious (OECD, 2012).

In 79 low income and middle 
income countries with the 
potential for raising additional 
revenue, taxation policies which 
mobilise support for development 
programmes and support social 
protection are likely to have a greater 
effect on MDG goals (OECD, 2012).

In Rwanda for example, donors 
have supported improved revenue 
authorities which have led to higher 
tax revenues. A three-fold increase 
in tax revenues between 1998 
and 2006 saw the national budget 
also grow three-fold. And as tax 
revenues increased the proportion 
of Rwanda’s budget financed by 
aid declined. In 2001, only 34.62 
per cent of the total budget was 
financed by taxes, while in 2008 it 
had increased to 44 per cent. In turn, 
these higher revenues have led to 
more money being spent on services 
such as health and education. 

Domestic resource 

mobilisation

This financing challenge has led 

governments, NGOs and aid 
donors, to increasingly focus on 
supporting countries to raise 
revenue more effectively, while 
addressing the international 
constraints to revenue mobilisation. 
The debate is built on agreements 
in the 2003 Monterrey Consensus on 
Financing for Development, but has 
recently gathered pace. 

To achieve the goals, 
donors must maintain 
their commitments, 
particularly in low 
income high burden 
countries. 

In 2010, the International 
Monetary Fund (IMF) published 
a paper on supporting developing 
countries in domestic resource 
mobilisation, which addressed the 
issue of fiscal transparency and 
tax incentives. Likewise the G20 
Development Working Group in 
2011 worked with the African Tax 
Administrators Forum to develop 
a work plan on domestic resource 
mobilisation. G20 governments 
were encouraged by the UN, 
IMF, OECD and World Bank 
to consider the impacts of their 
own domestic tax policies on 
developing countries.

Progress was made on a 
multilateral treaty on exchange of 
information to assist developing 
countries with information on 
offshore tax evaders. With illicit 
outflows from development 
countries estimated in the 
trillions, the issue of financial and 
banking secrecy is one which 
cannot no longer be ignored by 
Commonwealth countries if they 

are to mobilise sufficient revenues 
to achieve the MDGs.

Fighting poverty in a 

changing world

The MDGs generated significant 
political will that has resulted in 
significant progress in the fight 
against poverty. But the world is a 
dramatically different place in 2012 
than when the goals were designed. 

The threats of climate change 
and the global economic crisis 
put increasing pressure on the 
poorest and most vulnerable while 
increasing food price volatility 
threatens to push millions into 
extreme poverty. 

To achieve the goals, donors must 
maintain their commitments, 
particularly in low income high 
burden countries. However, 
Commonwealth Finance Ministers 
will increasingly need to look to 
domestic resource mobilisation 
as a source of finance, and should 
also consider the impacts of their 
own domestic tax policies on the 
ability of other states to mobilise 
the revenues they need to achieve 
the MDGs.

Dr David McNair is Head of Growth, 
Equity and Livelihoods at Save the 
Children UK. He holds a PhD from the 
Queen’s University of Belfast. 
 
Save the Children is an international 
children’s charity based in the UK 
which supports both emergency and 
long-term relief and development 
projects works in 120 countries. They 
save children’s lives, fight for their rights 
and help them fulfill their potential 
 
Save the Children UK
1 St John’s Lane
London, EC1M 4AR
United Kingdon
Tel: +44 (0)20 7012 6400 
Web: www.savethechildren.org.uk
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According to a new analysis by the 
OECD, achieving the Millennium 
Development Goals (MDGs) 
by 2015 will cost an additional 
US$120 billion annually from 
all sources, including domestic 
revenue, foreign direct investment 
and official development assistance 
(OECD, 2012).

The MDGs include targets such 
as halving poverty and child 
mortality rates, curbing the spread 
of HIV/AIDS and malaria and 
providing every child with an 

education. Meeting these would 
mark truly historic progress in 
the fight against global poverty 
and disease, particularly for the 42 
low-and middle-income countries 
in the Commonwealth. Although 
data is limited, the World Bank 
estimates suggest that 30-40 per 
cent of the Commonwealth’s 
population is living in extreme 
poverty, earning less than US$1.25 
each day.

Yet 12 years after they were 
agreed, it is clear that raising the 

additional finance needed to 
achieve the MDGs will be no easy 
task. This is especially true in sub-
Saharan Africa, where tax revenue 
and foreign investment, although 
steadily increasing, remain among 
the lowest in the world. At the 
same time, donors have failed 
to meet their targets to increase 
development assistance to sub-
Saharan Africa. ONE’s 2011 DATA 
Report showed that between 2005 
and 2010, donors delivered just 
56 per cent of the increases they 
promised to the region.

Innovative financing of 

the MDGs

Michael Elliott, President and CEO of ONE, presents the 
case for novel financing instruments for agriculture and 
infrastructure.
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New resources for 

development

Meeting the MDGs will 
require a renewed effort from 
developing countries and donor 
governments to spend existing 
resources more effectively and 
deliver their commitments to 
increase funding. Yet growing 
budget constraints across the 
globe and the sheer sum of 
financing needed make it clear 
that meeting the MDGs will also 
require new sources of finance. 
One of the most promising 
tools for increasing revenue for 
development in the coming years 
is so-called ‘innovative financing’, 
which would aim to mobilise 
resources outside traditional 
development budgets.

To date, most innovative financing 
mechanisms have focused on global 
health. For example, since 2006 the 
International Finance Facility for 
Immunisation (IFFIm) has raised 
US$3.6 billion for vaccines by 
issuing bonds on capital markets. 
Government pledges to repay the 
bonds over time have enabled the 
IFFIm to support the purchase and 
delivery of vaccines in 57 low-
income countries (18 of which are 
in the Commonwealth). Another 
example is ONE’s organisation, 
Product (RED), a brand that 
partners with private companies 
to allocate a portion of profits to 
the Global Fund to Fight AIDS, 
Tuberculosis and Malaria.
The amount of resources raised 
through innovative financing 

Agriculture in 
developing countries 
suffers from a serious 
lack of private 
sector research and 
development. 

mechanisms is substantial; between 
2000 and 2008, IFFIm, Product 
(RED) and other schemes raised 
an estimated US$57 billion for 
development, including local 
currency bonds as well as donor 
funds (World Bank, 2009). Yet 
innovative financing in areas other 

Woman from the Nyohini Women’s Group,  
a community rice processing centre in Ghana.
© ONE
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than health has been limited. 
Agriculture and infrastructure are 
two sectors where this approach 
could have a huge impact.

Schemes to bring the 
private sector into 
agriculture – called 
‘pull mechanisms’ – 
are currently being 
explored. 

Financing Agriculture 

and Infrastructure

Both of these sectors have been 
historically underfunded and 
continue to face significant 
financing gaps. Agriculture’s share 
of official development assistance 
was 17 per cent in the mid-1980s, 
but fell as low as 3 per cent in the 
early 2000s, before rebounding 
to 6 per cent in recent years. 
At the same time, development 
assistance to support infrastructure 
investments fell from 35 per 
cent to less than 15 per cent 
between 1985 and 2005 (World 
Bank, 2010). Yet the returns from 
investment in both infrastructure 
and agriculture are some of the 
highest in terms of human and 
economic development. Growth in 
both sectors is also key to putting 
low and middle income countries 
on a path towards self-sufficiency. 

Infrastructure development has 
underpinned over half of Africa’s 
recently improved economic 
growth helping to lift millions of 
people out of poverty. The same 
could be true for agriculture if 
the right investments are made; 
agriculture employs about two-
thirds of the region’s population 
and accounts for one-third of its 

gross domestic product (OECD, 
2008; IFPRI, 2006). 

There are several promising 
financing proposals that could 
reverse the trend of under-
investment in agriculture and 
infrastructure.

Diaspora bonds

First, diaspora communities 
living in developed countries 
represent a huge potential resource 
for development. For decades, 
immigrants from the developing 
world have been channelling 
resources back to their home 
countries through remittances. 
An estimated US$325 billion of 
remittances flow to developing 
countries each year, more than 
eight times the volume of 
development assistance those 
countries received in 2010 (World 
Bank, 2011).

Governments can further tap 
into these communities through 
bonds. The World Bank estimates 
that diaspora bonds could raise 
as much as US$5–$10 billion 
annually for sub-Saharan Africa. 
Diaspora bonds could specifically 
be targeted at the infrastructure 
sector with a very high certainty 
of return on investment.

Some Commonwealth countries 
are already exploring the potential 
of this style of bond. For example, 
Kenya recently launched an 
infrastructure bond – in part 
aimed at unlocking diaspora 
funds – raising 36 billion Kenyan 
shillings (about US$390 million) 
for transport projects. Currently, 
the World Bank and African 
Development Bank are advising 
several other African countries 
such as Nigeria and Zambia on 
diaspora bonds.

Pull-mechanisms for 

agriculture

In addition to diaspora bonds, there 

are several promising financing 
proposals to spur private sector 
innovation in agriculture.

Agriculture in developing 
countries suffers from a serious 
lack of private sector research 
and development (R&D). In 
2000, global agricultural R&D 
totalled US$25 billion. More 
than 40 per cent of this was 
privately funded, and 96 per 
cent of private sector R&D 
was conducted in developed 
countries. Private sector R&D in 
developing countries accounted 
for only around 2 per cent of 
global investments (ASTI and 
IFPRI, 2008). 

There are several 
promising financing 
proposals that could 
reverse the trend of 
under-investment 
in agriculture and 
infrastructure. 

Schemes to bring the private 
sector into agriculture – called 
‘pull mechanisms’ – are currently 
being explored by the Agricultural 
Pull Mechanism (AGPM) 
initiative, spearheaded by the 
World Bank. Pull mechanisms are 
financial incentives for private and 
public sector players to research, 
develop and deliver products 
and services that will enhance 
smallholder farmer welfare and 
food security for the poor and 
vulnerable in developing countries.

The APGM is developing a 
number of pilot projects for 
2012. One of the most promising 
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is to facilitate the adoption 
and scale-up of post-harvest 
storage technology with existing 
products, such as storage bags 
designed to repel moisture and 
pests. Another is an effort to 
provide access to high-iron beans, 
high pro-vitamin A cassava, 
maize and sweet potatoes for 
African farmers; and to create 
a sustainable market for bio-
fortified crops to improve 
household nutrition.

Yet the most exciting 
part of these proposals 
is not the finance but 
the innovation.  

The AGPM is also exploring how 
to replicate a successful innovative 
financing vehicle that has been 
piloted in the health sector – the 
Advanced Market Commitment 
(AMC). These commitments 
create a viable future market by 
guaranteeing the purchase of an 
articulated quantity of goods before 
they are produced. AMCs provide 
producers with an incentive to 
invest in research, training staff, and 
building manufacturing facilities – 
resources that would not otherwise 
be raised. Participating companies 
then make binding commitments 
to supply the product for a 
specified amount of time, often at a 
lower price in future years.

With support from donors, the 
first AMC was launched in 2009 
to accelerate the development 
of an affordable pneumococcal 
vaccine for low-income countries. 
This enabled the Global Alliance 
for Vaccines and Immunisations 
(GAVI) to purchase 6.9 million 
pneumococcal vaccines for 

nine countries. By 2015, the 
pneumococcal vaccine is 
projected to avert 650,000 deaths 
in GAVI countries.

Sovereign wealth funds

A third idea to mobilise new 
resources is to raise finance from 
sovereign wealth funds (SWF), 
state owned investment funds that 
are generally financed by foreign 
exchange assets. In 2011, SWF assets 
under management were estimated 
to total more than US$4.2 trillion 
and are projected to reach over 
US$5.5 trillion in 2012. World Bank 
President Robert Zoellick publicly 
endorsed this idea, as did Bill Gates 
in his November 2011 report to the 
G20. Gates urged the G20 to create 
an infrastructure fund financed by 
just 1 per cent of SWF assets.

If established, this fund could 
reach US$100 billion or more 
with projected SWF growth 
over the next decade. A forum 
that brings together SWFs 
and other infrastructure actors 
in Commonwealth countries 
could help attract these catalytic 
investments. However, better 
co-ordination and the pooling of 
resources is needed in order to 
generate the investment-ready and 
commercially-viable projects that 
generate both development impact 
and financial returns.

Tangible results

These proposals could mobilise 
substantial new financing 
for development and deliver 
tangible results in agriculture and 
infrastructure – two traditionally 
underfunded sectors that are key to 
economic growth and establishing 
self-sufficiency in sub-Saharan 
Africa. Yet the most exciting 
part of these proposals is not the 
finance but the innovation. These 
new schemes buck the old way 
of thinking that development is 
based on agreements between 
wealthy and poor governments. 

They bring in the private sector, 
emerging economies, and even 
regular citizens, and engage them in 
completely new ways.

The development community 
is at a crossroads right now; we 
need new ideas, new players, and 
new ways of thinking – ranging 
from developing technologies to 
completely revamping how our 
aid agencies deliver services. As 
the world begins the final push 
towards the 2015 MDG deadline, 
this drive for creativity and 
discovery will be paramount.

The development 
community is at a 
crossroads right now; 
we need new ideas, 
new players, and new 
ways of thinking.  

Michael Elliott is President and 
CEO of ONE. Prior to joining 
ONE, he served as editor of TIME 
International, Deputy Managing 
Editor of TIME Magazine, and was 
also a columnist on the global economy 
for Fortune magazine. 
 
ONE is a grassroots advocacy and 
campaigning organisation that fights 
extreme poverty and preventable 
disease, particularly in Africa, by 
raising public awareness and pressuring 
political leaders to support smart and 
effective policies. 
 
ONE, 1400 Eye St, 
NW, Suite 600
Washington DC 20005, USA
Tel: +1 (202) 495 2700
Website: www.one.org



Clinic In A Can 
customized containers for global health 

Clinic In A Can is an innovative, self-contained medical 
clinic built in a shipping container. These container clinics are 
retrofitted and delivered, ready to use, anywhere in the world, 
providing an instant resource to meet a variety of medical needs.

In a 6m steel container, we produce  
fully equipped medical facility that 
can be customized to meet a wide 
range of health care needs. 

Economical
Ready to use
Durable
Made in USA

Key Features:

6 m container, ER (Emergency response)

Thornhill Office Park, Building No. 4, Ground Floor, 
94 Bekker Street, Midrand,South Africa,1685

Tel No. +27 (0) 312 7423 , Fax No. +27(0) 312 1774
Email: chris@mosagroup.co.za



In a 6m Steel Container, we produce  fully equipped 
variations of the following :

- Medical Exam Room
- Ultra sound room
- Dental Exam Room
- Emergency/Trauma++ Room

Clinic In A Can 

Examination Room with ultra sound equipment. Dental Examination Room

Thornhill Office Park, Building No. 4, Ground Floor, 
94 Bekker Street, Midrand,South Africa,1685

Tel No. +27 (0) 312 7423 , Fax No. +27(0) 312 1774
Email: chris@mosagroup.co.za



Commonwealth Finance Ministers Report 2012122

Financing for development

Two of the most important 
objectives of a health care system 
are to improve the health of the 
population it serves and provide 
financial protection against the costs 
of ill-health. Though emerging 
economies have made important 
progress in achieving these objectives 
in the past decades, they are still 
well behind advanced economies in 
health insurance coverage and health 
outcomes (see Figure 1).

Public health care expenditures, as 
a share of GDP, are considerably 

lower in emerging economies. 
This may in part reflect the low 
funding priority given to health 
in these countries compared with 
other sectors, such as education. 
Out-of-pocket spending accounts 
for 29.3 per cent of total health 
expenditures in emerging Europe 
and 37.1 per cent in other 
emerging economies compared 
with 17.2 per cent in advanced 
economies. Life expectancy is 
considerably lower and infant 
mortality higher in emerging 
economies. These differences are 

The health and 
spending indicators 
vary considerably 
across emerging 
Commonwealth 
countries. 

partly attributable to lower health 
spending in emerging economies, 

Financing Health care 

reform in emerging 

economies

Sanjeev Gupta, Deputy Director and Baoping 
Shang, Economist, of the International Monetary 
Fund discuss challenges and options for health care 
reform in emerging economies and how looking at 
lessons learned can help improve outcomes.
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but other factors, including life 
style, education, pollution and 
income also play a role. 

The health and spending indicators 
vary considerably across emerging 
Commonwealth countries. For 
example, life expectancy ranges 
from 73 years in Malaysia to 
53 years in South Africa; infant 
mortality from 5.9 per 1,000 
live birth in Malaysia to 71.9 in 
Pakistan; out-of-pocket spending 
from 66.4 per cent in India to 17.4 
in South Africa.

The gaps in health outcomes 
suggest a large welfare loss in 
these countries, in terms of 
both direct human suffering 
due to poor health and 
indirect loss in economic 
growth through the impact of 
health on worker productivity, 
educational achievements and 
saving behaviours. Thus, the 
main challenge for emerging 
economies is to improve the 
health outcomes of their 
populations and provide financial 
protection against health risks, 

through an expansion in coverage 
and improved access to care. 

The ability to 
expand coverage and 
improve access to 
health care depends 
on the fiscal space a 
country has. 

Challenges differ 

worldwide

The ability to expand coverage 
and improve access to health 
care depends on the fiscal space 
a country has. One way to assess 
this space is to look at a country’s 
current debt-to-GDP ratio 
and estimate how much fiscal 
adjustment is required to reach 
its sustainable debt target. We did 
an illustrative exercise assuming 
sustainable debt target of 40 per 

cent for emerging markets over the 
next 20 years. 

For some countries, only a small 
fiscal adjustment would be needed 
to achieve the illustrative target, 
thus making it easier for these 
countries to accommodate the 
projected rise in health spending. 
However, adjustment needs are high 
in a number of emerging European 
countries that are projected to 
have above-average increases in 
health spending. In emerging Asia, 
adjustment needs are generally 
lower. Whereas fiscal conditions 
are conducive to expanding public 
health spending in some countries 
with relatively low current levels, 
they limit the room for increases 
in others. In emerging economies 
where health spending is relatively 
high as coverage of the population 
is nearly universal and fiscal space is 
limited, the challenge is to enhance 
the efficiency of spending to 
improve lagging health outcomes 
and the quality of service delivery. 
In emerging economies where 
coverage is still incomplete and there 
is more scope to increase spending, 

Source: IMF staff estimates.
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the main challenge remains to 
expand basic coverage to a larger 
share of the population without 
generating undue fiscal pressures 
over the medium term as incomes 
rise and these systems expand.

More efficient use of 
existing resources can 
lead to better health 
outcomes without 
incurring additional 
costs.  

Lessons from past 

experiences

Emerging economies should 
aim to expand their systems in a 
way that avoids the inefficiencies 
and resulting high costs of health 
systems in many of the advanced 
economies. Emerging economies 
should also learn from the reform 
experiences of economies that have 
successfully expanded coverage, 
such as Korea, Taiwan Province of 
China, Chile and Thailand. 

A single payer system 
can also promote 
competition and 
choice if combined 
with private 
provision.   

Improving efficiency is 
the key to good long-term 
performance. More efficient 
use of existing resources can 

lead to better health outcomes 
without incurring additional 
costs. This includes, for example, 
getting incentives right with 
provider payment reforms; greater 
focus on primary and preventive 
care; fostering competition and 
choice where administrative 
capacity allows; and reducing 
administrative costs through the 
adoption of health information 
technologies. 

In addition, reforms could also be 
taken to improve the composition 
of spending. For example, 
many countries should raise the 
share of spending allocated to 
combating infectious diseases and 
steer a higher share of benefits 
to the rural poor where health 
indicators are the weakest. This 
could be particularly relevant to 
Commonwealth countries such as 
India, Pakistan and South Africa. 
Governments could also play a role 
in promoting healthy behaviours 
and discouraging drinking, smoking 
and other risky behaviors which are 
prevalent in many countries. 

A single-payer system has 
several advantages over a multi-
payer system. In a single payer 
system, the risk pool is sufficiently 
large to spread risk. In addition, 
it can facilitate redistribution of 
revenues between regions, lower 
administrative costs and achieve 
more economic use of resources. 
Such a system also provides a better 
platform for adopting uniform 
health information systems and 
allows achievement of equity 
objectives. Thus all individuals 
receive the same benefit package 
and have equal access to all health 
care providers. A single payer system 
can also promote competition and 
choice if combined with private 
provision. 

In contrast, a decentralised system 
where states play a predominant 
role in health care financing and 

Issues arise 
throughout the 
Commonwealth, 
particularly in sub-
Saharan Africa, where 
the health sector relies 
heavily on foreign aid 
for expanding health 
coverage. 

provision could result in large 
disparities across states in both 
health expenditures and outcomes, 
such as in India. This is partly due to 
differences in revenue capacities and 
is partly due to the fact that resource 
allocation by central government 
may not reflect differential needs 
by states. There is always the risk 
that increased allocations for 
health by central government 
may not necessarily be directed 
to support health programmes, 
given that money is fungible. 
Similar issues arise throughout the 
Commonwealth, particularly in 
sub-Saharan Africa, where the health 
sector relies heavily on foreign aid 
for expanding health coverage.

Benefits should be limited to 
the most essential services. As 
emerging Latin America and Asia 
expand coverage (many of these 
countries are facing high labour-
market informality and low revenue 
ratios), it is essential to restrict 
the benefit package to the most 
essential services, until capacity 
to finance higher public spending 
increases. As countries, including 
Commonwealth countries India, 
Malaysia, Pakistan and South 
Africa, are expanding coverage, 
it is important for them not to 
offer a benefit package that is not 
affordable in the long term.
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Social insurance 
schemes can be an 
effective way of 
providing coverage 
when labor market 
informality is low. 

The private sector can play an 
important role in health care 
financing and provision. Private 
sector involvement helps promote 
choice and competition. The 
proper functioning of the private 
sector, however, requires strong 
government regulation due to the 
imperfections of the health care 
market. Private health insurance 
could provide supplemental or 
complementary coverage to reduce 
the financial risks associated with 
health care services not covered by 
public health insurance. In addition, 
a proper level of out-of-pocket 
spending, which may vary by cost-
effectiveness of treatments and by 
income, could reduce waste and 
improve efficiency.

Tax-based expansion is the 
preferred option when labor 
market informality is high. 
The expansion of coverage 
could be financed through social 
insurance contribution or general 
tax revenue. A tax-financed system 
can draw on a broad revenue base 
for raising resources for funding 
health coverage. Social insurance 
schemes can be an effective way 
of providing coverage when 

labor market informality is low. 
These schemes provide a source 
of non-distortionary financing, 
as contributors see a strong link 
between contributions and benefits. 
However, expanding coverage to 
vulnerable groups, such as those in 
the informal sector and pensioners, 
could be difficult under social 
insurance schemes. Social insurance 
systems are also often more 
complex and expensive to manage 
than tax-based systems.

Lessons learned 
from experience of 
advanced economies 
are particularly 
relevant for emerging 
Commonwealth 
countries. 

Conclusion

Emerging economies, including 
those in the Commonwealth, face 
the challenge of improving health 
outcomes. While all emerging 
economies should adopt reforms to 
improve health system efficiency, 
it is particularly important for 
those with limited fiscal space. 
For countries with fiscal space 
to expand coverage, it should be 
done in such a way that it does 
not jeopardise long-term fiscal 
sustainability. Many lessons learned 
from experience of advanced 
economies are particularly relevant 

for emerging Commonwealth 
countries and could help guide 
their efforts in expanding coverage 
and improving health outcomes in 
the coming years.

This article is largely drawn from a 
recent book published by the IMF, 
‘The Economies of Public Health 
Care Reforn in Advanced and 
Emerging Economies’. 
 
 
Sanjeev Gupta is Deputy Director 
in the Fiscal Affairs Department of 
the IMF. Mr Gupta has published 
extensively on macroeconomic and 
fiscal policy issues, including a recent 
book, ‘The Economics of Public 
Health Care Reform in Advanced and 
Emerging Economies.’ 
 
Baoping Shang is an economist at 
the Expenditure Policy Division of the 
Fiscal Affairs Department of the IMF. 
His research covers a wide range of 
expenditure issues including health care. 
 
The Fiscal Affairs Department of 
the International Monetary Fund 
(IMF) has been a leading source 
of fiscal policy and management 
expertise worldwide. It monitors and 
analyses global and regional fiscal 
trends; advises IMF member countries 
and contributes to the design and 
implementation of  
IMF-supported programmes.  
 
Fiscal Affairs Department
International Monetary Fund
700 19th Street, NW
Washington DC 20431, USA
Tel: +1 (202) 623-8872
Email: sgupta@imf.org 
Web: www.imf.org 
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The fact that education is a good 
investment is old news. It has been 
clear for decades that the returns to 
investment in education for economic 
growth and social capital are vast. 
However, as Finance Ministers across 
the Commonwealth make tough 
choices in the wake of the global 
economic and financial collapse, it is 
worth remembering that education 
represents unparalleled value for 
money in terms of national prosperity. 

It is time to re-commit to 
education and, in particular, the 

quality of education. There is 
a looming complacency as we 
approach the 2015 deadline for 
the Millennium Development 
Goals and find that most children 
are now in primary school. Now 
the really hard work must begin 
to ensure that not only all children 
in class, but that what they are 
learning will equip them for a 
productive adult life. 

It is also time to recognise that 
education is not solely the 
responsibility of Ministries of 

Education. Given its nature as a 
fundamental building block for 
any society, education requires 
co-operation and partnerships that 
span every society – from children, 
parents and teachers, to politicians, a 
whole range of ministries and, very 
importantly, the private sector. We 
need to listen to the industrialists, 
to the business movers and shakers, 
who are so often frustrated at the 
failure of many educational systems, 
in rich countries as well as poor, 
to deliver pupils who are ready for 
twenty-first century realities. 

It pays to invest 

in quality education

Carol Bellamy, Chair of the Global Partnership for Education, 
highlights the urgent need to start investing in education quality 
not just quantity.
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The investment case 

Education has multiple returns, 
including three bottom lines that are 
critical for genuine and sustainable 
economic growth: poverty 
reduction, good health and stability. 

First, investing in education is the 
single most effective means of 
reducing poverty: if all children in 
low-income countries could read, 
UNESCO estimate that global 
poverty would drop by 12 per 
cent. At a national level, the GDP 
increases by one per cent each 
year for every additional year of 
schooling (World Bank 2007). There 
can be no doubt that the dramatic 
rise of the ‘Asian tiger’ economies of 
east Asia was fuelled, in large part, by 
concerted national quests to achieve 
universal education. 

Second, investing in education is 
essential for good health which 
is, in turn, the engine for a 
thriving economy. Educating girls 
and women is the single most 
effective investment in terms of 
long-term health benefits for 
a nation. Maternal mortality 
rates in Bangladesh – one of the 
Commonwealth’s leaders in terms 
of progress on education – more 
than halved between 1990 and 
2008, an achievement that has been 
credited to the increased availability 
of free primary and secondary 
education for girls.

Third, peace and stability are 
critical for any chance of economic 
prosperity. Put simply, education 
reduces the likelihood of conflict. 
One study has found that 
increasing the school enrolment 
rate by at least 10 per cent reduces 
the likelihood of a country 
experiencing conflict by three 
per cent. This thinking has guided 
prime examples of educational 
investment in a number of 
commonwealth countries emerging 
from conflict, including Rwanda 
and Sierra Leone.

A loss of momentum

For all of these reasons, investing in 
education makes sound economic 
sense and many Commonwealth 
countries, particularly in sub-
Saharan Africa, have achieved 
miraculous progress on access to 
education. But, as the number 
of children in the classroom has 
risen, the overall momentum on 
education has slowed.  

Education has 
multiple returns, 
including three 
bottom lines. 

UNICEF estimates that over 
50 million of the children who 
are enrolled in school are not 
actually in the classroom. Even 
more worrying, more than half of 
children in the poorest countries 
cannot read anything at all by the 
end of grade 3. What lies behind 
these stark statistics is a failure 
to focus on quality, rather than 
quantity, and a failure to address 
the inequity and marginalisation 
that still keep millions of children 
out of school: the poorest children, 
the rural children, and, even now, 
girls. It could be argued that we are 
failing to keep children in school 
because we are failing to provide 
a good quality education – an 
education that will equip them 
for a productive adult life that will 
contribute to national prosperity. 

The challenges 

Mozambique and Nigeria both 
demonstrate the need for a new 
focus on quality. Both have made 
great strides in getting children into 
the classroom, but have struggled to 
translate that progress into genuine 
educational achievement. 

Speaking in Washington DC last 
year, Abel Fernandes de Assis, 
Director of Mozambique’s National 
Institute of Education Development, 
spoke of a worrying increase in the 
proportion of children dropping out 
of school, low primary education 
completion rates and faltering 
progress on illiteracy. A 2011 study 
on reading skills in the first grades 
of primary school in Cabo Delgado 
province in northern Mozambique 
revealed the problems, including 
absenteeism on the part of both 
teachers and pupils, children 
who were often distracted in 
overcrowded classes, little interaction 
between pupils and teachers, and 
an emphasis on reciting or learning 
by rote. Such findings raised 
concerns that educational quality 
in Mozambique has been sacrificed 
to reach high pupil enrolment rates 
with obvious consequences for the 
quality of primary education.

Nigeria’s Finance Minister Dr 
Ngozi Okonjo-Iweala is clear on 
the multiple economic returns 
to investment, and on the serious 
problems facing education in 
Nigeria. In a keynote speech in 
July 2012 she decried the fact that 
around 57 per cent of primary 
school teachers in Nigeria are not 
qualified, and that many dedicated 
teachers are, “labourers in a vineyard 
of moral turpitude”. From her 
financial perspective, it is vital to do 
more than get children into school 
and keep them there. “To yield 
sustained benefits at the national 
level, research shows that education 
needs to be more about learning 
outcomes and skills acquisition than 
just years of schooling.”

Mobilising resources 

The fear is that there are not 
enough resources to address 
both the quantity and quality of 
education at the same time. This 
perception is being eroded by the 
Global Partnership for Education 
(GPE) which mobilises resources to 
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ensure that every child is in school 
and that every child receives a good 
quality education. Rather than 
channelling funds to education 
programmes or projects, we 
mobilise and co-ordinate resources 
to strengthen entire education 
systems in developing countries, 
based on sound education plans 
prepared by those developing 
countries themselves. 

Wealthy 
Commonwealth 
countries feature 
among the global 
leaders in their support 
for education. 

National governments remain firmly 
in the driving seat. Mozambique, 
for example, has received funding 
from the GPE, worth a total of 
US$90 million to increase access 
to education, improve its quality, 
support curriculum reform for both 
primary and secondary schools 
and strengthen the management of 
education administration through 
reforms in financial management 
and procurement, as well as 
planning, budgeting and monitoring. 

Wealthy Commonwealth countries 
feature among the global leaders 
in their support for education. 
Australia, for example, has pledged 
US$270 million over 2011 to 2015, 
a five-fold increase in the funding 
provided to GPE over the previous 
four years. The UK has been a 
staunch supporter of the GPE 
from the outset and has pledged 
£50 million per year over the next 
two years – enough to support the 
enrolment of 2.4 million children 
in primary school. 

Private sector corporations and 
private foundations are valuable 
contributors given that flows of 
foreign investment to developing 
countries dwarf the flows of official 
development assistance. They work 
with communities to advocate for 
education rights, monitor education 
sector reform, and raise awareness 
of the barriers to education, such 
as gender discrimination and child 
labour. Collectively, private sector 
companies and foundations have 
pledged to commit US$687 million 
through their own education 
initiatives to improve gender 
equality, learning outcomes, and 
access to education for children in 
fragile states. 

Results for education 

quality

The proportion of children who 
have to repeat school years is a 
key indicator of the quality of 
the education they are receiving. 
Children in GPE partner countries 
are twice as likely to complete 
primary school as children in other 
developing countries, and GPE 
countries are more than three 
times more likely to close the gap 
between girls and boys in primary 
school completion. 

When it comes to resources, GPE 
partner countries spend more 
of their domestic budgets on 
education than non-GPE countries 
(where spending on education 
is actually decreasing). In short, 
the GPE gets more children into 
school, for a longer time and for a 
better education, especially for girls.

A role for 

Commonwealth  

Finance Ministers

Nigeria’s Finance Minister Dr 
Ngozi Okonjo-Iweala has set a 
course for other Commonwealth 
Finance Ministers to follow, with her 
passionate support for a good quality 
education for every child and her 
clear understanding of its importance 

for national prosperity and resilience. 
As she says herself: “It is obvious that 
we need a paradigm shift, and the 
way forward is to educate the needs 
of the economy. We need to educate 
our workforce to have the right skills 
and competencies in agriculture, in 
mining, and other sectors critical to 
our economic transformation. We 
need to equip our workers with the 
technical and vocational skills needed 
in this country … and we need to 
work jointly with the private sector 
to put together the curriculum.”

While her words appeal to 
her own country, they have 
resonance for countries across the 
Commonwealth, from the UK to 
Nepal, and from Canada to South 
Africa. Here, a Finance Minister is 
demonstrating that generating the 
paradigm shift that is needed is not 
the work of education ministries 
alone. It requires concerted action 
across every branch of government, 
and it requires all of us to demand 
the very best for our children.  

Carol Bellamy is the Chair of GPE 
Board of Directors. Before joining 
GPE, Ms. Bellamy was President 
and CEO of World Learning. She 
also served as Executive Director of 
UNICEF for ten years.  
 
The Global Partnership for Education 
(GPE) is the only multilateral 
partnership devoted to getting children into 
school for a quality education. The GPE 
is comprised of 49 developing countries, 
and over 30 bilateral, regional, and 
international agencies, development banks, 
the private sector, teachers, and local and 
global civil society groups. 
 
Global Partnership for Education
c/o World B ank
MSN P6-600, 1818 H Street NW
Washington D.C., 20433, USA
Tel: +1 202-458-0825 
Fax: +1 202-522-3923
Email: information@globalpartnership.org
Web: www.globalpartnership.org
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Ho Polytechnic aims to train highly-skilled 

and competent graduates imbued with 

entrepreneurial skills; in an encouraging 

teaching and learning environment, in 

partnership with other institutions and 

industry to be able to contribute  actively  

to national development. 

The polytechnic is a secular and non-

partisan institution that admits students 

and gives academic awards based solely 

on merit without regard to ethnicity, race 

or nationality, religious affiliation or beliefs, 

physical disabilities, or gender.

The institution offers a variety of full time 

Bachelor of Technology degree programmes, 

full time tertiary Higher National Diploma 

(HND) programmes and professional 

programmes that cover various subjects 

such as engineering, hospitality, arts, 

sciences, business and marketing. 

Ho Polytechnic has established partnerships 

with Liverpool John Moores University, 

UK; Teesside University, UK; City College, 

Brighton and Hove, UK; and the University of 

Applied Sciences, Finland.

Main Entrance to the Polytechnic

P. O. Box HP 217, Ho, Volta Region, Ghana
Tel:  +233 362026456 
Fax:  +233 362028398
Email: hopolypr@yahoo.com;  
 info@hopolytechnic.com
Website:  www.hopolytechnic.objectis.net

Ho Polytechnic, Ghana
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For several decades, African 
countries and the non-profit 
organisations that work within 
them have placed the greatest 
emphasis on primary and secondary 
education. Preparing students for 
the workplace and ensuring the 
needed literacy, job skills and other 
attributes, has made education at 
this level essential. But as countries 
in this region continue to advance, 
there is growing recognition that 
tertiary education has become an 
indispensable factor in developing 
human capital for economic growth. 

Benefits of higher 

education 

Higher education, as stated by 
Kofi Annan in a recent speech to 
the UN, helps create greater tax 
revenue, increased savings and 
investment, and leads to a more 
entrepreneurial and civil society. It 
can also improve a nation’s health, 
contribute to reduced population 
growth, improve technology, and 
strengthen governance. 

Tertiary education is, in fact, more 
than the next level in the learning  

process; it is a critical component of 
human development. It provides not 
only the high-level skills necessary 
for every labour market but also 
the training essential for teachers, 
doctors, nurses, civil servants, 
engineers, humanists, entrepreneurs, 
scientists, social scientists, and a 
myriad of other personnel. It is these 
trained individuals who develop the 
capacity and analytical skills that 
drive local economies, support civil 
society, teach children, lead effective 
governments, and make important 
decisions that affect entire societies.

Tertiary education  

and african development

Sara Lafrance, President of Education Pathways International 
discusses the importance of tertiary education for building 
Africa’s future workforce.
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There is growing 
recognition that 
tertiary education 
has become an 
indispensable factor 
in developing human 
capital for economic 
growth. 

A driver of growth

With the convergent impacts 
of globalisation, the increasing 
importance of knowledge as a 
main driver of growth, and the 
information and communication 
revolution, an educated populace 
is vital in today’s developing 
world. Knowledge accumulation 
and application have become 

major factors in economic 
development and are increasingly 
at the core of a country’s 
competitive advantage in the 
global economy. The combination 
of increased computing power, 
diminishing prices of hardware 
and software, improvement of 
wireless and satellite technologies, 
and reduced telecommunication 
costs has all but removed the 
space and time barriers to 
information access and exchange.

A World Bank study, Globalization, 
Growth, and Poverty: Building an 
Inclusive World Economy, by David 
Dollar and Paul Collier, described 
how 24 developing countries 
that integrated themselves more 
closely into the global economy 
experienced higher economic 
growth, a reduced incidence of 
poverty, a rise in the average wage, 
an increased share of trade in gross 
domestic product, and improved 
health outcomes. These countries 

simultaneously raised their rates of 
participation in higher education. 
Indeed, the countries that 
benefited most from integration 
with the world economy achieved 
the most marked increases in 
educational levels. In addition, 
there is growing evidence that 
university education, through its 
role in empowering domestic 
constituencies, building institutions, 
and nurturing favorable regulatory 
frameworks and governance 
structures, is vital to a country’s 
efforts to increase social capital and 
to promote social cohesion, which 
is proving to be an important 
determinant of economic growth 
and development.

EPI in Ghana

Educational Pathways International 
(EPI) has been working in Ghana 
since 2005. Recognising the 
importance of higher education 
in the advancement of developing 
countries and the need for 

Student case studies

All EPI students come from 
homes that survive on incomes 
below the World Bank demarcated 
poverty line and would not 
benefit from tertiary education 
without EPI sponsorship. 

Daniel Kwesi Sia 
Daniel comes from the Northern 
part of Ghana which has one of 
the highest poverty rates in the 
nation. He is studying Veterinary 
medicine and is in the third year of 
a six-year programme.  

Daniel worked as a street trader and 
used the proceeds to pay for tutoring 
as he could not afford conventional 
high school. When funds were 
short, he often hid behind the high 
school windows so he could listen 
to the teachers lecture. He applied 
and gained admission at Kwame 
Nkrumah University of Science and 
Technology, but could not enter 

immediately because of finances. He 
finally entered the university, using 
funds earned from teaching children 
in an elementary school. With the 
EPI scholarship, he has been able 
achieve his educational dream, 
and the past semester achieved the 
highest grades since he entered the 
Unviersity.

During the recent summer 
vacation, Daniel served the country 
by contributing his time at Tamale 
General Hospital in the Veterinary 
section to help eradicate the diverse 
viruses that plague the Northern 
part of the country.

Sophia Acquah 
Sophia is entering the 2012/2013 
academic years as a senior at 
the University of Ghana, Legon 
majoring in Banking and Finance. 

Sophia comes from a home 
headed by a single mother who 

sells cloth at the local market as 
a way to provide her children 
with the education she never had. 
Her finances were sufficient to 
see Sophia’s elder sister through 
her tertiary education but her 
situation worsened when Sophia 
was ready to attend. Without the 
EPI scholarship, Sophia would 
not have been able to pursue her 
chosen field. 

During the recent summer 
vacation, Sophia offered her 
services at Akim Asafo Senior 
High School, a rural school for 
‘less endowed’ students, where she 
served as a tutor, a mentor, and a 
‘big sister’ for the students there, 
especially the girls. Her influence 
was so strong that by the time 
she left, many of the students had 
determined that they too could 
emulate her progress and plan to 
work towards a tertiary education 
for themselves.



www.commonwealthministers.com 135

financial support to those in the 
populace who otherwise would 
be excluded, the EPI programme 
provides university scholarships to 
Ghanaian students of the greatest 
financial need who, on the basis of 
academic achievement, intelligence, 
personal recommendations, and 
other supporting materials, can be 
considered ‘gifted’. 

Knowledge 
accumulation and 
application have 
become major 
factors in economic 
development. 

Ghana was selected because, based 
on all measures, it offers great 
promise for career development and 
growth. Confidence in the country 
is evidenced by major successful 
investment in most sectors of the 
economy. It is a stable democracy 
with a growing economy and a 
continually improving infrastructure. 
It plays a constructive role as a 
stabilising influence in the region, 
being committed to helping resolve 
regional conflicts and promoting 
regional security. 

The EPI programme is designed 
to help transform the pool of 
intellectual capital in Ghana 
by increasing the number of 
university graduates from this 
demographic and enhancing the 
social and gender diversity of 
the university population. The 

objective is to help develop the 
next generation of Ghanaian 
leaders and dynamic professionals. 
The first group of scholarship 
recipients graduated in the spring 
of 2012 and will be assuming 
assignments that satisfy Ghana’s 
one-year community service 
requirement prior to embarking 
on their respective careers. 

In Conclusion

According to the IMF, the twelve 
fastest growing economies in 2012 
were in Africa, all outpacing other 
regions of the world, including the 
advanced economies of Europe and 
North America. This is especially 
true for Ghana, which has benefited 
greatly from strong commodity 
prices, growing development 
of new resources, and improved 
domestic conditions. With its large 
working-age population, rising 
urbanisation, and absorption of 
new technological advances (such 
as information and communication 
technologies), it, as well as other 
countries in Sub-Saharan Africa, 
appear to be following the pattern 
that ultimately transformed Asia 
and much of Latin America into 
economic powers.

Higher education is a vital 
component for this growth 
to continue. It can no longer 
be considered a luxury but an 
essential component for social 
and economic development. The 
need for policymakers, business 
leaders, educators, entrepreneurs, 
and professionals in a wide variety 
of fields cannot be overstated. It 
is, as Ghana past president John 
Agyekum Kufor stated, “Education, 
particularly higher education, that 
will ultimately take Africa into the 
mainstream of globalisation.”

Higher education is 
a vital component 
for this growth to 
continue. It can no 
longer be considered 
a luxury. 

Sara Lafrance serves as President of 
EPI. Prior to EPI, she co-founded 
and served as President of Century 
Analysis, Inc., a software manufacturer 
that provided integration solutions 
to large commercial, industrial, and 
healthcare enterprises. She holds a 
B.A. in English/Journalism from 
the University of Nevada, Reno, and 
a M.A. in Organizational Change 
from Skidmore College, Saratoga 
Springs, NY.  
 
Educational Pathways 
International (EPI) is a US based 
NGO that provides university 
scholarships to Ghanaian student 
of the greatest financial need who 
can be considered ‘gifted’. The 
programme also provides students with 
comprehensive counseling, guidance 
and support in the areas of academic 
performance, career development, 
language skills, and leadership. 
 
Educational Pathways International 
500 Fairview Blvd.
Incline Village, NV 89451, USA
Tel: +1 (775) 832-6655
Email: info@
educationalpathwaysinternational.org
Web: www.
educationalpathwaysinternational.org



MPUMALANGA PROVINCE IN 

CONTEXT

The name Mpumalanga means east or 
literally "the place where the sun rises". 
Mpumalanga lies in eastern South 
Africa. With a surface area of only 79 490 
km2, the second-smallest province after 
Gauteng, it has the fourth-largest 
economy in South Africa. The area has a 
network of excellent roads and railway 
connections, making it highly acces-
sible. Because of its popularity as a 
tourist destination, Mpumalanga is also 
served by a number of small airports, 
such as the Kruger Mpumalanga 
International Airport.

Mbombela (formerly Nelspruit) is the 
capital of the province and the adminis-
trative and business centre of the 
Lowveld. eMalahleni (formerly Witbank) 
is the centre of the local coal-mining 
industry; Standerton, in the south, is 
renowned for its large dairy industry; 
and Piet Retief in the southeast is a 
production area for tropical fruit and 
sugar. A large sugar industry is also 
found at Malelane in the east; Ermelo is 
the district in South Africa that 
produces the most wool; Barberton and 
Pilgrims Rest are some of the oldest 
gold-mining towns in South Africa; and 
Sabie is situated in the forestry heart-
land of the country.

The best-performing sectors in the 
province include mining, manufactur-
ing and services. Tourism and agro-
processing are potential growth sectors 
in the province. The province is home to 
the world famous Kruger National Park.

The Maputo Corridor, which links the 
province with Gauteng and Maputo in 
Mozambique, heralds a new era in 
terms of economic development and 
growth for the region.

MPUMALANGA DEPARTMENT OF 

EDUCATION

The Mpumalanga Department of 
Education (MDE) committed itself to the 
effective management of a comprehen-
sive education system in order to 
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Accelerating Excellence in Education Delivery

  

  

  

  

The Mpumalanga Department  
of Education, South Africa

expand education opportunities for all 
the citizens of the province. Access to 
quality education is fundamental to 
improving the socio-economic position 
of the people of Mpumalanga and to 
grow the human resources required for 
the economic growth of the province.

According to the latest national data 
(Education Statistics South Africa: 2010), 
Mpumalanga is the 5th largest province 
with a total of 1 036 432 learners, 34 

575 educators and 1 939 schools.  

IMPROVING LEARNING, TEACHING 

AND ASSESSMENT

The department developed a provincial 
learner attainment strategy, the School-
ing Transformation and Reform Strategy 
(STaRS), which seeks to improve learner 
performance across the system. The 
design of the STaRS is premised on five 
(5) main pillars that make up the 
strategy, they are:
(1) Early Childhood Development 
Strategy; (2) Literacy and Numeracy 
Strategy; (3) Mathematics, Science and 
Technology Strategy; (4) Matric (Grade 
12) Improvement Plan; (5) A plan to deal 
with dysfunctional schools

The strategy is organized and presented 
along six (6) focus areas that run 
through the five pillars, namely:
(1) Teachers and the teaching practice; 
(2) Learners and the learning process; 
(3) Institutional management and 
support; (4) Teaching and learning 
resources; (5) Stakeholder involvement; 
(6) Monitoring and Evaluation

For the 2013 academic year a plan to 
improve learner performance in identi-
fied areas and dysfunctional schools has 
been developed, drawn from the STaRS 
to improve performance of learners in 
identified areas and dysfunctional 
primary and secondary schools. The 
plan has six (6) targeted areas:

 below provincial average in  
 the 2012 Annual National   
 Assessments (ANA) for   
 Mathematics and Languages  
 at grades 3, 6 and 9

  below provincial average in  
 Mathematics, Physical Science  
 and Accounting from the   
 analysis of the 2012 end-of- 
 the-year results.

 and above, to maintain the  
 good performance.

 performance between 61 –  

 performance.

 performance, between 30 and  

 tional schools.

ACHIEVEMENTS

The department made significant 
progress over the past three years in 
delivering on its commitment.  

A Clean Bill of Financial Health

The Mpumalanga Department of 
Education received an unqualified 
Audit Opinion for two years in succes-
sion from the Auditor General. This ends 
an eight year run of qualified audits, 
which included a disclaimer.

The report from the Auditor General 
states that the financial statements and 
other regulatory requirements of the 
Mpumalanga Department of Education 
for the year that ended on 31 March 
2012 were found to be sound, efficiently 
and effectively managed during the 
year under review.

Learner Performance

Performance at grade 12 increased from 

particular performance of learners in 

decreased from 126 in 2009 to 31 in 

above increased from 160 in 2009 to 
312 in 2011. This improvement made 
Mpumalanga to be the most improved 
province in the country in 2012.



Anglo American, Science, Career 

Guidance and ICT Resource Centre

The Centre has been established with 
the support from the Department of 
Basic Education, Anglo America, 
Vodacom, MTN, Eskom Foundation, 
CISCO Systems, Microsoft and Dell 
Foundation. The partners established a 
fully operational Interactive Science 
Centre, a state of the art Career Guidance 
Centre, a modern ICT resource facility in 
a building provided and upgraded by 
Anglo America in eMalahleni (Witbank).

Mondi Science, Career Guidance & Fet 

Skills Centre 

The centre has been established to 
provide a ‘one-stop-educational-facility’ 
that would stimulate interest in Science 
and provide information, knowledge 
and skills training to learners, teachers 
and out-of-school youths regarding the 
subject and job requirements in the 
world at large and to provide valuable 
and needed hands on science experi-
ence. The Mobile Science Laboratory 
unit was established through a partner-
ship by the Department of Science and 
Technology, the South Africa Agency for 
Science and Technology Advancement 
(SAASTA) and Mondi Business Paper.

Sasol Science Laboratory

The partnership intends to support the 
Education Development Centres (EDCs) 
in the Gert Sibande Region to become 
professional learning centres.

Xstrata Adult Basic Education Training 

(ABET) Centre 
The Centre is offering progressive INSET 
skills programmes to ABET practitioners. 
Training programmes include basic 
reading, writing and numeracy and the 
use of ICT. Other skills programs offered 
are ICT, beading and making jewellery. 
ABET Levels 1-3 courses are also 
presented.
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Results of standardised national perfor-
mance measurements at lower exit 
points; grades 3 and 6, the Annual 
National Assessments (ANA), were 
formally released for the first time in 
June 2011. results indicates that more 
needs to be done in primary schools to 
improve literacy/language and math-
ematical competencies. 

The institutionalization of Quality Learn-
ing and Teaching Campaign (QLTC) and 
the School Adoption Programme have 
yielded positive spin-offs for the 
improvement of learner attainment. 
The stakeholder participation, particu-
larly in the Bohlabela district, has 
brought stability in relation to school 
governance. Credit should be given to 
the Cabinet’s programme of adopting 
schools and circuits in this area.

Developments in School Infrastruc-

ture

There are focused efforts to deal with 
the challenges of infrastructure short-
ages in the department. As a caring 
department, the need to own up to the 
challenge is highly acknowledged.  

The Department commissioned the 
Education Facilities Management 
Systems to take stock of the state of 
schools throughout the province and a 
consolidated report is expected in due 
course. This report is expected to help 
the province to understand the 
challenges of infrastructure in a holistic 
manner and will be the basis of future 
planning.

A project on fixing 254  mud and unsafe 
structures is at a completion stage with 
only 20 structures that are still in 
progress.

In addition, the province has entered 
into a contract for the provisioning of 
mobile classrooms. In the past two 
years already 255 mobile classrooms 
were dispatched to schools.

projects that the department will be 
focusing on at an allocated cost of R692, 

storm damaged.

The refurbishment and construction of 
schools to completely alleviate the 
backlog may require billions of rands.

As part of the Comprehensive Rural 
Development Strategy (CRDP), the 
department had spin-offs regarding 
achievements in school infrastructure. 
The CRDP owes its existence to the 
improvement of the lives of the rural 

communities of South Africa. This is a 
more comprehensive and multi-
dimensional programme and much 
broader than poverty alleviation. The 
Department of Education has 
embarked on a programme to up-lift 
the lives of rural communities by ensur-
ing that quality teaching and learning 
are afforded to, to these communities. 
To that effect two boarding schools 
have been completed and have opened 
their doors of teaching and learning for 
the 2012 school calendar. The two 
boarding schools are Shongwe Board-
ing and Ezakheni Combined School and 
accommodate learners from farm 
schools and the poorest of the poor, at 
state cost. The provision of Early Child-
hood Development services and food 
security are among programmes being 
strengthened in the CRDP area.

PARTNERSHIPS 

The Department has partnered with the 
private sector to establish the Mpuma-
langa Education Development Trust 
(MEDT) to support the implementation 
of projects and programmes aimed at 
improving the quality of education in 
the province. The following are some of 
the partnership projects in the 
province:

Child Friendly Schools

The department, together with UNICEF 
is implementing a project to make 
schools in Mpumalanga more child-
friendly. 150 schools will be participat-
ing in this project. This project aims at 
developing schools that are inclusive, 
healthy and protective for all children, 
effective with children and involved 
with families, communities and 
children.

Ligbron Academy e-Learning Project

The department together with Absa 
Foundation, Sonae Novoboard and 
Xstrata, partnered with the intention to 
bridge the rural / urban digital divide to 
ensure effective classroom embedded 
peer teaching, peer coaching and peer 
monitoring. The main goal is to add 
value to the knowledge, skills and 
attitude of learners, teachers and 
community members. The program 
allows live transmission of MST lessons 
from Ligbron to 5 other schools.

MTN Community Development 

Project 

This is school connectivity and interac-
tive Tele-Teaching programme and was 
implemented in 15 primary 
schools and will focus on IT, Mathemat-
ics, Science and Technology. 
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Playing with fire

When humans discovered fire, it 
was at once a scary and wonderful 
thing. We learnt to feed and shape 
it, harness its energy, and it became 
integral and essential to our daily 
lives. We also understood that we 
had to nurture it carefully, lest it 
become a wildfire – out of control 
and wreaking a path of destruction.

Just like young people. They have 
energy, idealism and passion for 
life and the future. If we nurture 
their talents, embrace their energy 

and ideas, and integrate them 
into all parts of democracy and 
development, they become major 
assets to their societies and the 
Commonwealth. But stifle them, 
patronise them, or marginalise 
them, and we risk extinguishing 
the fire, or seeing it explode – 
especially in countries with a youth 
bulge, high unemployment and the 
connective power of technology.  

Young people see their futures 
stretching ahead of them, and 
their idealism and optimism are 

not yet tainted by cynicism or 
failure. They also have little to 
lose and a sense of immortality, 
combined with curiosity and a 
physiological appetite for risk. 
For these reasons young people 
have always been key drivers of 
change in society. In this new 
era, they are also super-informed 
and super-connected, thanks to 
technology and social media, and 
therefore all the more powerful.

We often hear that “young people 
are the future”.  They form 60 

The need for 

governments to  

invest in young people

Katherine Ellis, Director of  Youth Affairs at the 
Commonwealth Secretariat explains that a lack of investment 
in young people is like ‘playing with fire’!
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per cent of the population of the 
Commonwealth so any country that 
is not investing in its young people 
– purposefully and authentically – 
is penalising itself, and at the same 
time playing with fire. 

Reasons to invest

The United Nations Population 
Fund, in its 2010 report The Case 
for Investing in Young People, laid 
out eight arguments, supported by 
evidence, for investing in young 
people:
1. Governments have made 

commitments to improve the 
lives of young people.

2. Young people are due their fair 
share of resources.

3. Young people are central to 
achieving the Millennium 
Development Goals.

4. Macro-economic benefits 
will accrue from a virtuous 
circle of investing in 
young people’s health and 
education.

5. Micro-economic returns arise 
from successful interventions.

6. Young people should be 
supported through key life 
transitions.

7. It is essential to capitalise on 
demographic transitions.

8. Commitment reduces 
crime and civil disorder and 
improves national security.

Job-friendly 

development

The youth employment crisis is 
a global challenge, exacerbated 
in many countries by the global 
economic and financial crisis. 
The 2012 International Labour 
Organisation conference reviewed 
the magnitude and characteristics 
of the youth employment crisis, 
considering in particular the 
high levels of unemployment and 
underemployment, the decline in the 
quality of jobs available for young 
people, their detachment from the 
labour market, and slow and difficult 
transitions to decent work. 

Persistent youth unemployment 
and underemployment carry very 
high economic costs. As well as the 
obvious impact of lost productivity/
GDP, the economic impact of social 
issues related to disenfranchised 
young people can be devastating 
– HIV/AIDS, non-communicable 
diseases and other health issues; teen 
pregnancy; illiteracy and other forms 
of unrealised potential; and drug 
abuse, violence and incarceration.  It 
can also cause long-lasting ‘scarring’ 
of young people, brain drain as young 
people migrate to labour markets 
where opportunities exist, and larger 
foregone productivity in the long 
term due to the early interruption of 
human capital accumulation. 

In this context, there is an urgent 
need to take immediate and vigorous 
action to address the issue, or the 
global community risks the grim 
legacy of a lost generation. Political 
commitment and innovative 
approaches are essential to improve 
the situation – to anchor a job-
friendly development agenda in 
economic and social policy areas, 
facilitate structural transformation, 
contribute to an environmentally 
sustainable economy, and inspire 
greater public and private investment 
in job creation and youth enterprise.

It is also crucial that the investment 
is judicious and targeted – 
allocating 20 per cent of GDP to 
education is commendable, but 
only if that expenditure results in 
high quality and relevant education 
that equips young people to be 
work- and life-ready. We must 
ensure that the next great scientist, 
entrepreneur or societal leader has a 
pathway to brilliance.

Socio-political and 

moral factors

There is also a compelling socio-
political and moral case for 
investment in young people. Young 
people want what we all crave as 
human beings:  

There is an urgent 
need to take 
immediate and 
vigorous action to 
address the issue, or 
the global community 
risks the grim legacy 
of a lost generation. 

. If it 
is not attained through family, 
school, and/or sporting and 
community participation, they 
become vulnerable to other 
group cultures such as gangs.

 

Yet so often young 
people are excluded, or engaged 
in tokenistic ways that are not 
empowering, and in fact can 
diminish their sense of self.

Young people 
care about the world, and if 
their aspirations to contribute 
are ignored or treated lightly, 
or they are excluded from 
decisions that impact on 
their lives, they can become 
frustrated and turn their 
energy negatively.  

Acknowledgement and 
encouragement will only 
inspire further constructive 
action by young people.  

Authority figures, especially those 
who do not engage regularly 
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with young people, often do not 
fully appreciate young people’s 
ability to contribute meaningfully 
and impactfully to development 
and democracy. Worse, they are 
sometimes fearful of what might 
happen if young people are given 
resources and a voice. As a result, 
they can behave towards young 
people in a manner that is at once 
both defensive and patronising.

Turn this on its head, however, 
and embrace young people’s 
capabilities, innovation and 
energy, develop their skills and 
knowledge, and invest in a genuine 
partnership with resources, 
networks and wisdom from older 
generations, and societies can 
achieve a significant return on 
that investment. Young people are 
innovative, and used to working 
with minimal resources, so can 
achieve much with little.  They 
also have more time and energy to 
volunteer on projects about which 
they are passionate, and where 
there is an opportunity to increase 
their skills and networks. All these 
provide brilliant opportunities for 
governments that are seeking to 
make change.  

It could be argued that this has 
always been so. But at this stage of 
history, the situation is amplified, as 
the world is facing a never-before-
seen phenomenon.  

Today’s youth

Today’s young people are the first 
generation of digital natives, the 
first generation of truly global 
citizens. They are super-empowered 
through technology and social 
media, which have exponentially 
increased their ability to have 
a voice that is heard, to start a 
business that makes money, or 
initiate change that has impact. 
As one young person puts it, “It’s 
weird when older people say ‘I’m 
really into Facebook or Twitter’ – 
for my generation that’s like saying 

you’re really into the telephone.”
Today’s young people have grown 
up with more fluid societal 
structures, and are influenced 
by their peers as much, or more 
than, by traditional role models 
such as family and teachers. 
Engaging young people effectively 
in democracy and development 
will have a ‘trickle across’ effect 
whereby their thoughts and 
actions will be noted and adopted 
at scale by their peers.

Young people understand the risks 
and opportunities of the future far 
better than many of the authorities 
and decision makers of today.  The 
US Department of Labor predicts 
that “65 per cent of today’s grade-
school children will end up at jobs 
that haven’t been invented yet”. 
Young people are also the ones 
who will live with the results of 
our carbon-greedy economy, so 
have the most incentive to address 
the issue of climate change, and 
are the most likely to become 
frustrated at inaction.  

Combine all this and you see 
that young people today have a 
grander scope and more leverage 
than ever before in the history 
of the world. This can be an 
extraordinary opportunity for 
us all, especially with the youth 
bulge being experienced by so 
many Commonwealth countries. 
Or it can lead to major problems 
for authorities and society. It all 
depends on the lens through which 
we view and engage with young 
people, and the investment we 
make in them.  

Everyone has a crucial stake 
in youth development and 
empowerment, and we therefore 
call for serious investment and 
co-ordinated efforts across 
the Commonwealth by policy 
makers, service deliverers and 
youth advocates, from both 
public and private sectors. Youth 

policy should be viewed as an 
all-of-Government priority – ie 
mainstreamed across Ministries – 
as every government decision and 
programme affects young people’s 
lives and the future. We also 
urge adoption of a mind-set that 
embraces young people’s capacity 
to contribute.  

Young people are not a problem 
to be fixed; they are part of the 
solution. Their voices should be 
heard, their creativity engaged, 
and their rights respected. With 
serious and strategic investment, 
the Commonwealth’s young people 
will become the democratic and 
ethical leaders, the agents of social 
transformation, and the drivers 
of economic progress that our 
societies need.  

Katherine Ellis is the Director and 
Head of Youth Affairs, Commonwealth 
Secretariat and has over 20 years’ 
diverse experience in roles across 
the private, public and civil society 
sectors. She has a unique blend 
of expertise in youth-led social 
impact, youth enterprise, and youth 
leadership and volunteering, combined 
with organisational leadership and 
development, and cross-sectoral 
collaboration. 
 
The Youth Affairs D ivision of 
the Commonwealth Secretariat, 
established in 1973 and known 
internationally as the Commonwealth 
Youth Programme, supports member 
governments in the development 
and implementation of policy and 
programmes for the social, political and 
economic empowerment of their young 
people aged 15–29. 
 
Commonwealth Youth P rogramme,
Commonwealth Secretariat,
Marlborough House, Pall Mall
London SW1Y 5HX, UK
Tel: +44 (0)20 7747 6462/6456
Email: o.said@commonwealth.int
Web: www.thecommonwealth.org
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In the coming decade, women 
– who make up half the world’s 
workforce – are projected to make 
a head-turning impact on the 
global economy that’s expected to 
match or outpace that of China or 
India. Their role as entrepreneurs, 
employees, producers and 
consumers would do as much 
for the global economy as adding 
another one billion people to the 
workforce. This is what’s known as 
the ‘third billion’, or our best bet 
to shore up the global economy 

and usher in a more stable and 
prosperous future for everyone.

Recovery from the global 
financial crisis has been slow, but 
is within reach if we work to 
empower women as participants 
and contributors to the global 
economy. An expanding field of 
players recognises this and brings 
unique resources and strengths 
to the effort; from development 
practitioners, to impact investors 
and corporate sector executives, 

we all have a role to play. Finance 
ministers who have the ability to 
influence economic growth as 
well as to create opportunities for 
women to progress in the labour 
force are vital contributors. 

Women [still]  

don’t count

We must have a clear view of 
the challenges. At the end of the 
twentieth century, the richest one 
per cent of the global population 
owned 40 per cent of assets. Today, 

Tapping women’s 

potential for economic 

and social returns

Sarah Degnan Kambou and Lyric Thompson at 
the International Centre for Research on Women 
propose actions that Commonwealth governments can 
take to advance the twin goals of female empowerment 
and economic growth.
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Women perform 66 
per cent of the world’s 
work and produce half 
the world’s food, yet 
earn 10 per cent of the 
income and own 1 per 
cent of the property. 

more than a billion people live on 
less than a dollar a day; another 2.7 
billion survive on less than two 
dollars. Yet even within this sliver 
of the world’s poorest, there is 
striking disparity. Women perform 
66 per cent of the world’s work and 
produce half the world’s food, yet 
earn 10 per cent of the income and 
own 1 per cent of the property. 

A growing body of national and 
international policies promoting 
gender equality have attempted to 
address this imbalance, but women 
still don’t have the same rights 
and opportunities as men. They 
lack access to credit and markets, 

relevant education and training, 
and assets and resources, which 
limits their entrepreneurial ability. 
Women are more likely to work in 
low-paying, less secure sectors of 
the economy. They often shoulder 
the burden of unpaid work, 
such as managing a household, 
labouring on a farm and gathering 
firewood. For example, women 
in Africa spend 40 billion hours 
each year fetching water - more 
working hours than the entire 
workforce of France. 

It isn’t that women aren’t 
participating or contributing to 
economies, rather, that their work is 
not counted and valued in standard 
economic measures, and insufficient 
steps are taken to remove barriers 
to more productive opportunities. 
These imbalances are not only a 
violation of women’s rights; they 
also perpetuate inequitable societies 
and ultimately slow economic 
growth. Imagine the impact if 
women were able to fully participate 
in their societies and if these billions 
of working hours were redirected 
to more productive channels in the 
formal economy. That’s the power of 
the third billion.

Investing in women: 

smart economics

As half the world’s talent pool, and 
an ever-increasing proportion of the 
world’s consumer market, women 
continue to be an underutilised 
economic asset. Studies from 
Harvard Business School, McKinsey 
and Catalyst have all documented 
higher competitiveness and 
increased return on investment for 
companies with more women at 
the top. IT industry giants Intel 
and HP tapped into women’s 
increasing purchasing power in the 
marketplace, tailoring their products 
to suit women’s likes and needs and 
coupled that with corporate social 
responsibility programmes that 
invest in women and girls. 

The International Centre for 
Research on Women’s (ICRW) 
research has mapped female-
headed households as the ignored 
factor in rural development 
strategies. Women reinvest in 
families at a higher rate than men, 
so they’re the smart investment 
in terms of limited development 
dollars. Yet for many years, women 
were for the most part overlooked 
in development efforts. Gradually, 

Women are more likely to work in low-paying, less secure sectors of the economy. 

© David Snyder for ICRW
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From development 
practitioners, to 
impact investors  
and corporate sector 
executives, we all have 
a role to play. 

the sector began to adapt its 
practices in response to these and 
other research findings, deepening 
investment in women and girls. 
Now we are seeing the results: 
when women farmers access 
the resources they need, their 
production increases, making 
it less likely that their families 
are hungry and malnourished. 
When women have access to 
time-saving technologies, such 
as a foot-pedalled water pump 
or a motorised scooter, their 
productivity increases. 

At the same time, we have seen 
equally important progress in social 
equity and stability stemming 
from these efforts. The Global 
Peace Index charts a strong 
correlation between a country’s 
economic growth, gender parity 
and peacefulness. We know that 
when women own property and 
earn money from it, they may 
have more bargaining power 
at home. This can help reduce 
vulnerability to domestic violence 
and HIV infection. And we’ve seen 
tremendous movement closing 
the gap between male and female 
primary school enrolments and 
childhood immunisation rates. Such 
improvements increase the chance 
of children growing into healthy, 
educated adults who can contribute 
to an economy.

Commonwealth case 

studies

In Uganda, ICRW has seen 

progress in the battle to secure 
women’s land rights through an 
effort that combines national law 
reform and a grassroots education 
programme to promote women’s 
rights and access to legal recourse. 
Knowledge and access to legal 
services allow women to assert 
their rights over property and have 
power to keep their rights over 
their land, fostering economic 
security for women and their 
families for generations to come.

In Kenya, ICRW connected female 
farmers to national agricultural 
policy planning processes to help 
them inform national strategies 
with proven farming practices 
that benefit women. Such 
practices include developing niche 
commodities like mushrooms, 
which can be grown in a shed 
and are viable products for female 
farmers who may not own land to 
grow traditional crops such as maize.
 
Private sector 

contributions

This is not just a public sector 
effort. For-profit corporations 
are increasingly getting into 
the ‘business’ of women’s 
empowerment, yielding some 
promising models that should be 
replicated and scaled. In 2007, 
the retail clothing company Gap 
Inc. launched a unique workplace 
educational learning programme 
for female garment workers in 
their vendor factories that aims at 
positively impacting the lives of 
these women workers by providing 
them with foundational life skills 
education and technical skills 
training to help them advance in 
the workplace and in their personal 
lives. Since the pilot phase in India, 
Gap Inc. has further developed 
and replicated the programme in 
Cambodia, Vietnam, Bangl adesh, 
China, Indonesia and Sri Lanka. 

Sustainability is a key component 
of Gap Inc.’s vision for this 

programme. To ensure this they 
have developed a capacity building 
training programme for vendor 
staff who will ultimately assume 
responsibility for the education 
of the workers. ICRW has 
evaluated this initiative, finding 
the programme has helped more 
than 10,000 female garment 
workers build confidence, improve 
communication skills and increase 
monthly savings. The programme 
is thus both effective and holds 
great potential for transformation 
in the garment industry, as 
currently 80 per cent of garment 
workers worldwide are women, 
but very few make it to top 
management positions or have the 
opportunity to learn new skills 
that will foster career growth. The 
vendor factories on their part are 
reporting significant improvements 
in the participants’ behaviour, 
productivity and overall work 
environment, thus contributing to 
overall appeal and the rapid uptake 
of the programme.

For-profit 
corporations are 
increasingly getting 
into the ‘business’ 
of women’s 
empowerment. 

What’s next?

Channelling investments through 
women yields considerable social 
and economic benefits and we are 
beginning to see real returns. But 
other barriers must be addressed 
in order to benefit from women’s 
full potential as economic actors. 
Violence against women is not 
only a horrific manifestation of 
gender inequality and disregard 
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for women’s rights and dignity, 
but also takes a severe toll on 
productivity - our research on the 
costs of violence against women 
estimates the costs of services to 
respond to episodes of violence 
as well as the lost economic 
potential of a diminished labour 
pool.  In countries where maternal 
mortality and adolescent fertility 
rates are among the world’s 
highest, economic development 
is the hardest to secure. Child 
marriage is a similarly chilling 
manifestation of societal 
discrimination against females, 
which reduces the national talent 
pool and prevents women from 
developing as full economic actors. 
Clearly, there is much work to be 
done, and countries that want to 
succeed in the global marketplace 
need to invest as much in social 
equality as they do in strong 
economic policy.

This year G20 Leaders committed 
to promoting gender equality and 
women’s social and economic 
participation in their economies. 
Canada, India and the UK, as 
leaders of three of the world’s 
largest economies and member 
nations of the Commonwealth, 
have a unique opportunity to 
advance this global initiative 
through framing of their national 
policies and during high-
level consultations such as the 
Commonwealth Finance Ministers 
Meeting. Finance ministers should 
build on the G20 commitment, by 
taking concrete actions that will 
advance this agenda:
1. Abolish laws that 

discriminate on the basis 
of gender, or disadvantage 
women’s economic 
participation. These inc lude 
ensuring women are equally 
able to sign a contract, travel, 
and own, inherit or manage 
property. 

2. Promote financial 
inclusion. Ensure women’s 

equal access to financial 
markets, employment 
markets and entrepreneurial 
opportunities.

3. Support gender equity 
in the workplace. Provide 
equal opportunities for 
education, training and 
advancement for women 
and men. Enact fair labour 
standards, equal pay for equal 
work and a family-friendly 
workplace through paid 
parental leave for men and 
women and the provision of 
affordable childcare. Ensure a 
safe and accessible workplace, 
including strong anti-
harassment policy to protect 
female employees.

Countries that want 
to succeed in the 
global marketplace 
need to invest as 
much in social 
equality as they do 
in strong economic 
policy. 

4. Ensure married women 
have the same rights and 
opportunities as single 
women. A woman’s ability to 
own property, apply for a loan, 
file as a head of household or 
decide where to travel or live 
should not be determined by 
her marital status. Divorce 
law should provide women 
the right to end marriage and 
retain rights to and for their 
children.

5. Support an equitable 
future by promoting girls’ 

education, particularly in 
math and science, and working 
to dismantle barriers for girls, 
such as son preference, security 
concerns, economic challenges 
and bias against girls.

The Commonwealth is well 
positioned to carve out a unique 
platform to help lead the world in 
promoting the twin goals of female 
empowerment and economic 
growth. Tapping the potential of 
the third billion is the national 
equivalent of the double bottom 
line: it’s good governance and it’s 
smart economics.

Sarah Degnan Kambou is the 
President of the ICRW and has 
more than 25 years of development 
experience in Africa, Asia and 
Eastern Europe.  
 
Lyric Thompson is a Policy Analyst 
and conducts advocacy and provides 
technical and substantive guidance on 
a range of topics relating to gender 
and development. 
 
The International Center for 
Research on Women (ICRW) 
works to make women in developing 
countries an integral part of alleviating 
global poverty. Their research evidence 
identifies women’s contributions as well 
as the obstacles that prevent them from 
being able to fully participate in society. 
ICRW translates these insights into a 
path of action that honours women’s 
human rights, ensures gender equality 
and creates the conditions in which all 
women can thrive. 
 
International Center for Research  
on Women
1120 20th Street NW
Suite 500 North
Washington, DC 20036 
USA
Tel: +1 202 742-1266  
Fax: +1 202 797-0020
Email: lthompson@icrw.org  
Web: www.icrw.org 



Takoradi Polytechnic was established as Government Technical Institute in 1954. 

In 1965, it was upgraded to a second cycle institution. For almost forty (40) years, 

the institution operated under the administration of the Ghana Education Service. 

During that period, it offered programmes mainly at the Craft and Technician 

Certificate levels in commercial and technical subjects.

As part of the Ghana Educational Reforms which began in the late 1980s, the 

Takoradi Polytechnic and five other similar institutions were upgraded by the 

Polytechnic Law 1992 (PNDCL 321) as amended by the Polytechnics Act 2007, 

(Act 745) to become part of the Ghana Tertiary Education System. Takoradi 

Polytechnic began to offer Higher National Diploma programmes in the 1992/93 

academic year. Currently, Takoradi Polytechnic has two campuses at Effia 

(Takoradi) and Butumagyebu (Sekondi). The Takoradi campus is the main campus 

and houses the Central Administration, the Schools of Applied Arts, Applied 

Science and Engineering while the School of Business Studies is situated at the 

Sekondi campus.

The vision of Management is to place Takoradi Polytechnic on the pinnacle of 

technical and vocational education and training (TVET) institutions as a centre of 

excellence for the provision of relevant skilled and knowledgeable technical and 

vocational manpower for the growth of the Ghanaian economy.  To this end, 

Takoradi Polytechnic has reached out to Bismarck State College (the National 

Energy Centre of Excellence) in Bismarck, North Dakota, USA for collaboration in 

our training efforts.

Again, a US$4.7 million ultra modern facility, the Jubilee Technical Training Centre, 

is being built by the Jubilee Partners led by Tullow Ghana Ltd for Takoradi 

Polytechnic. The Centre will be the flagship facility for training in two critical areas 

in the oil and gas industry, namely, Process Engineering and Instrumentation and 

Control. These courses and others to be introduced later will provide trainees with 

employable skills aimed at achieving the Government's policy of 90% local content 

in the oil and gas industry by the year 2020. These courses will begin in September, 

2012.
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And BACHELOR OF TECHNOLOGY

we offer HND programs in Textile Design - Ceramics

Sculpture - Painting - Graphic Design - Accountancy - Marketing - Statistics

Purchasing & Supply - Secretaryship & Management Studies - Civil Engineering 

Mechanical Engineering (Automobile, Plant, Production and Refrigeration)

Building Technology - Electrical and Electronics - Furniture Design - Tourism 

and Hospitality Management (Hotel & Catering)

Fashion Technology - 

Industrial Art (Printing and Textiles Options), Hospitality Management

 Tourism Management  And Procurement

P. O. Box 256, Takoradi, Ghana. 

Tel: 233-31-2022917/8 Fax: 233-31-2025256 

email: info@tpoly.edu.gh

Artist's impression of Jubilee Technical Training Centre 



An advanced security product enabling the visualization of the underside of 
any vehicle in real time, enabling security to check vehicles for possible threats 
such as bombs, arms, contraband and drugs.

The Penuel Scan is a computer-vision technology based automated Under-Vehicle Scanning 

System (UVSS) that captures a static image of the complete underside of any moving vehicle, which 

facilitates efficient viewing to detect the presence of any potentially dangerous objects.

The system can be further integrated with any other security devices like boom barriers, bollards, 

and Smart Card/RFID based access control systems so as to provide a complete premise security 

solution. 

PenuelScan® technology combines an intelligent mix of high speed digital colour scanning camera 

and area-scan cameras, sensors electronics and LED based lighting and processing software to 

produce superb quality underside imagery. 

Penuelscan® Scanning Unit comprises of the camera unit, lighting unit and sensor units. 

Penuel SecureScan 
Creating a secure tomorrow

PENUEL TECHNOLOGIES LTD

Suite G6, Ladegbuwa Plaza, Ashabi Cole Way, Agidingbi, Ikeja, Lagos.

Tel: +234-8023062303, 234-8081035572

E-mail:info@penueltech.com
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Commonwealth cities will need to 
invest to stay safe and productive 
as the effects of climate change 
are felt. Achieving resilience 
involves more robust infrastructure 
networks and universal and reliable 
household connections for safe 
water supply, sewerage, drainage 
and flood control. Such investments 
are also urgently needed in most 
developing country cities today. 
User charges, borrowing or public 
private partnerships are unlikely 
candidates for fully funding these 
basic public goods. Land-based 

revenues, particularly the sale of 
excess public land – although often 
neglected – are a potentially rich 
source of funding. Establishing 
capacity to use such instruments 
well is an urgent priority for cities 
in the developing world.

The basic 

infrastructure 

challenge

Basic neighbourhood infrastructure 
services – in-house water and 
toilets, roads, drainage, sewerage, 
garbage collection and lighting, 

and the networks needed to 
support reliable delivery of such 
services – are essential to keeping 
the city-dwelling half of the world’s 
population healthy and productive. 
They are what make high density 
and agglomeration economies 
possible, and they are an essential 
part of reducing vulnerability to 
the likely weather extremes from 
climate change. Unfortunately, access 
to these services is also a dream for 
a large portion of low- and middle-
income households living in the 
cities of developing countries.

Financing 

urban infrastructures

Patricia Clarke Annez, former Urban Advisor 
and Vasudha Thawakar, Urban Analyst, from the 
World Bank discuss the importance of investing 
in infrastructure to create resilience in cities 
throughout the Commonwealth
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Very substantial 
service deficits persist 
in cities in  
sub-Saharan Africa. 

However, urban basic services still 
need a boost even as awareness of 
climate change has increased. Very 
substantial service deficits persist in 
cities in sub-Saharan Africa, where 
basic services have been stagnant 
or even declined over the last 15 
years, in the face of expansion of 
access in rural areas and dramatic 
improvements in privately provided 
services like telephones. For 
example, Banerjee and colleagues 
estimated in 2008 that the share 
of households connected to piped 
water in sub-Saharan African cities 
declined from 50 per cent to 39 per 
cent over the course of the 1990s.

India, an emerging economic 
powerhouse, is now taking stock 
of the major basic infrastructure 
challenge facing its cities. The 
Working Group (12th Plan) 
of the Planning Commission 
observes that while China has 
invested an average of 2.7 per 
cent of its GDP towards urban 
infrastructure from 2000-07, the 
corresponding figure for India 
is only 0.7 per cent. McKinsey 
(India’s Urban Awakening, 2010) 

estimates that urban infrastructure 
spending needs to increase by 11 
times to reach a good standard 
in its growing cities. Overall 
urban infrastructure investment 
requirements for India are 
estimated by the High Powered 
Expert Committee on Urban 
Infrastructure at close to US$40 
billion dollars a year for the 
next 20 years – excluding land 
acquisition costs. Current spending 
is only a quarter of this amount. 
Providing basic services to India’s 
estimated 100 million slum 
dwellers today would cost around 
US$25 billion. Yet, as shown below, 
such investments have a rich payoff 
in human dignity and well-being.

Sourcing the funds

Global estimates for spending 
requirements in developing 
countries vary widely, but they share 
some important features. Needs are 
on the order of hundreds of billions 
of dollars, and current spending is a 
fraction of what is required. For fast 
growing cities with a poor service 
quality, it will be very difficult 
to fund these public goods using 
municipal finance instruments 
common in high income countries 
today. Informality in land tenure, 
land transactions and built structures 
makes market-based real estate 
assessment contentious and difficult, 
while also eroding the tax base. 
Large areas of land in cities are off 
the tax rolls because they are owned 
by an array of public agencies. Many 

taxpayers live in tiny plots of low 
value and have little capacity to pay. 
The resultant base for a general local 
benefit tax is narrow and much 
of the assessed value concentrated 
in the hands of influential and 
visible businesses and individuals. 
All these factors considerably limit 
property tax yields. The scope for 
borrowing whether from banks or 

Reliable water systems

“Earlier I waited for water and could 
not go to work. Now I go to work and 
the water is waiting for me.” 
Slum dweller, Karnataka, India
A water pilot project in Karnataka 
demonstrated that a reliable water 
system provides much more than 
water. It not only saves the residents 
from purchasing costly water from 
private tankers, but also a 200 metre 
walk and waiting time at standpipes. 
Such a situation is not unique to 
Karnataka, or even India. Mark 
Blackden and Quentin Wodon 
estimated that women spend four 
million hours fetching water in 
Ghana per year (2006). More 
than half of the urban households 
in Ghana, Mauritania and Sierra 
Leone live more than 2 kilometres 
from the nearest water source. 
The Nairobi River Basin Project 
reports that one in four children in 
Kenya had diarrhoea if solid waste 
was dumped in the household 
yard, versus less than one out of 
ten in homes with regular garbage 
collection (World Bank, 2007). 

Source: Mahila Housing Trust, Self Employed Women’s Association, Ahmedabad India.
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through bonds is limited, if for no 
other reason than the inability to 
recover costs through user charges. 
Considerable evidence shows that 
even in well serviced high income 
countries, full cost recovery for 
water supply and sanitation services 
is not common. For developing 
countries, even full recovery of 
operations and maintenance is 
exceptional. Cost recovery for 
services such as public transport also 
faces similar challenges, and these 
constraints affected the cities of 19th 
century UK, Europe and the USA.

In many developing 
country cities, it 
makes sense to 
rebalance the asset 
holdings. 

Fortunately, developing country 
cities often have an untapped fiscal 
resource – their public lands. If used 
as part of a well constructed finance 
strategy, redisposition of public land 
assets, may offer an abundant source 
of infrastructure finance. 

Bringing land finance 

into the mainstream

Why is land not used more widely 
as a source of urban infrastructure 
finance, as it was in New York and 
Paris in the 19th century? 

Public land resources are not the 
constraint. The World Bank’s Urban 
Growth Management Initiative 
indicates that publicly owned 
land accounts for more than half 
of total city territory in 19 per 
cent of the 120 cities in its sample, 
including Algiers, Moscow and 
Warsaw, and more than one-
quarter in an additional 19 per 

cent of cities, including Ho Chi 
Minh City, Istanbul and Pusan. In 
many developing country cities, it 
makes sense to rebalance the asset 
holdings: disposing of public lands 
to fund much needed investments 
in network infrastructure that can 
provide quality services and will 
create a future revenue base.

However, any sale or lease of 
government assets is no simple 
matter socially or politically, and few 
assets carry the emotional freight of 
land. To make a large-scale public 
land redisposition programme 
sustainable, a transparent framework 
for monetising excess public land is 
required. Such a framework should 
involve at least four key elements:

 First, there must be an objective 
mechanism to identify excess 
public lands which can be 
monetised. This should be linked 
with incentives for the custodial 
government institution.
 Second, there should be 
mechanisms for a fair sharing of 
the benefits of land disposition 
to protect the interests of 
informal occupants. This is 
essential to avoid unnecessary 
social disruption and any 
suggestion that land disposition 
serves hidden agendas like slum 
clearance.
 Third, a rules-based mechanism 
should be set up to ensure 
competitive allocation of 
public lands. Such discipline 
is necessary to ensure that 
government optimises fiscal 
benefits rather than favouring 
certain buyers. Fiscal safeguards 
should include circuit 
breakers for managing market 
fluctuations and suitable timing 
of sales, as well as prohibitions 
or limitations on use of land 
disposition proceeds to finance 
current deficits. Sales proceeds 
should be ring fenced so they 
are utilised for proper and 
designated purposes.
 Last, institutional capacity is 

needed in two key areas: (i) 
directing funds to broad-based 
and publicly accepted priority 
investment programmes for 
public infrastructure, and (ii) 
timely and efficient execution 
of infrastructure projects. Such a 
governance framework may take 
time to build, but it offers great 
potential for making cities more 
liveable today and more resilient 
tomorrow. 

Views expressed in this article are the 
authors’ own and do not necessarily 
reflect the policy of the World Bank.

Patricia Clarke Annez was the Urban 
Advisor in the World Bank’s Finance 
Economics and Urban Department and 
later with the Brookings Institution 
in Delhi, India. She is the author of 
several books and papers on urban 
finance and infrastructure. 
 
Vasudha Thawakar is Urban Analyst 
in the World Bank’s Sustainable 
Development Unit in Delhi. She was 
previously with McKinsey and holds a 
Masters Degree in Business Economics 
from the University of Delhi. 
 
The World Bank is a source of financial 
and technical assistance to developing 
countries around the world. The World 
Bank has provided support for billions of 
dollars of investments in basic services in 
developing cities over the last 40 years. 
 
The World B ank 
1818 H Street, NW,   
Washington, DC 20433, USA
Tel: +1 (202) 473 1000 
Fax: +1 (202) 477 6391
Email: pannez@worldbank.org;  
pcannez.clarke.work@gmail.com 

The World B ank 
70 Lodhi Estate, New Delhi 
1100003, India.
Tel: +91 11 4924 7664 
Email: vsarda@worldbank.org
Website: www.worldbank.org
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The primary role of transport 
– to enable mobility at the 
community level, which in turn 
allows physical access to goods, 
services and opportunities that 
enhance the quality of life – runs 
parallel with another important 
function: to create a broad range of 
connectedness through economic 
interdependence, social and cultural 
interaction and promotion of global 
citizenship. Transport is a vital pillar 
in the development of rural areas. As 
well as allowing access to household 
and community needs, it legitimises 

the functions of the state in 
ensuring delivery of public services. 
Transport is also a critical part of 
a democratic society, as it provides 
physical connectivity to the various 
networks and platforms for public 
participation. Investment in rural 
transport is essential for a wide range 
of household, local and international 
development objectives.

Notwithstanding the diversity of 
conditions across Commonwealth 
countries, key areas of most – 
from Papua New Guinea to 

Malawi – are predominantly rural, 
with significant but scattered 
populations. Planning and 
delivering sufficient infrastructure 
and services is a persistent challenge 
in areas that typically have low 
population densities and low 
volumes of economic activity.

Since settlements are widely spread, 
rural communities are unable 
to achieve the economic rate of 
return required by infrastructure 
investment programmes. Related 
to this, rural economies are often 

Essential investment in 

rural transport

Public policy must not lose sight of the importance of transport 
in rural areas, urges Peter Njenga, Executive Director, 
International Forum for Rural Transport and Development.
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unable to support the operations 
of conventional, market-driven 
transport services.
 
Achieving conventionally 
acceptable economic rates of 
return should not necessarily be 
the overriding criterion driving 
investment in transport systems. 
The imperative to reduce poverty 
and advance progress towards 
achievement of the Millennium 
Development Goals (MDGs) 
compels the inclusion of social 
equity into planning for transport 
investments. This carries the notion 
of a rights-based approach; without 
basic access, it is difficult to secure 
some of the core obligations of 
public policy such as ensuring 
security, social cohesion and access 
to essential services such as health, 
education and markets.

A good transport system has 
two crucial components: the 
infrastructure and the services. 
Infrastructure typically includes 
roads, tracks, trails, paths, 
footbridges, as well as waterways. 
Transport services may be provided 
by motorised or non-motorised 
vehicles. The condition of rural 
transport infrastructure and access 
to rural transport services greatly 

influences the level of mobility in 
society, which in turn determines 
the ability to exploit a broader 
menu of opportunities across wider 
geographical spheres.

From an economic and political 
standpoint, the urban and inter-
urban transport systems attract more 
policy attention, and consequently a 
substantial amount of investment is 
directed towards these systems. Until 
recently, rural transport systems have 
been a research and policy blind 
spot. As a result, both the means of 
transport and the infrastructure may 
be poorly developed. Furthermore, 
development of rural transport 
services is assumed to be outside 
the domain of public policy, since, 
according to the received wisdom, 
transport services are purely the 
responsibility of the private sector. 
Little consideration is paid to the 
lack of market conditions to support 
a rural transport services.

Strategic intervention

A combination of policies and 
strategic interventions are needed 
to reduce constraints to access and 
mobility in rural areas.

The first is the principle of 
network completion, up to 

the lowest levels of human 
settlements. Granted that it 
should be an accepted public 
policy responsibility to develop 
transport infrastructure, there is 
need to embrace a wider range 
of noneconomic criteria if the 
many rural tracks, trails and 
bridges that serve as a vital link 
between households, villages, 
and the outlying regions are to 
attract investment resources. In 
2005, the World Bank introduced 
the Rural Access Index (RAI) 
which is now being applied by 
developing countries within the 
Commonwealth as a standard for 
rural access planning.

The RAI measures the percentage 
of the population living within 
2km of an all-weather road, with 
the target of bringing this up to 
100 per cent. Despite its usefulness, 
the index obscures a number 
of potential difficulties. Firstly, 
it fails to capture typical village 
level infrastructural bottlenecks – 
broken footbridges, treacherous 
terrain etc – that may impede 
access to a road; and secondly, and 
more significantly, it assumes the 
existence of reliable, affordable and 
appropriate transport services along 
the all-weather road.

In Papua New Guinea one-third of the population lives more than 10km from 
a road suitable for motors. Footpaths/footbridges are vital for basic access.
© Paul Starkey
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This brings us to the second 
necessary intervention. This is 
policy support for the development 
of appropriate services. Non-
existent, unaffordable or unreliable 
transport is an impediment to the 
delivery of and access to necessary 
economic and social services. 
A policy instrument is needed 
to determine the appropriate 
services for a rural area. Such an 
instrument can be in the form 
of a Rural Transport Service 
Indicator. It would help assess the 
performance of the various types 
of service operating in rural areas, 
ranging from bicycles, motorcycles 
and three-wheelers to the motor 
vehicles providing freight and 
passenger transport.

Transport and the 

development of global 

communities

Transport is one of the key 
instruments for geographical, 
economic, social and political 
integration. Globalisation represents 
the pinnacle of integration. There 
are many tiers that constitute the 
building blocks for integration – 
villages, sub-regions, nations and 
cross-national economic/political 
blocs. At every level, transport is 
important to weld together the 
social, economic and political 
relationships that are the basis for 
interaction, cohesion and integration. 

There is increased transport sector 
policy focus on infrastructure 
projects that can support the 
objectives of competitive Regional 
Economic Communities. 
Upgrading of ports, air transport 
infrastructure, railways and inter-
country corridors currently features 
prominently in many investment 
programmes in developing 
countries. Globalisation and 
regional integration calls for a need 
to consolidate the competitiveness 
of national economies as a 
prerequisite for benefiting from 
regional and international trade.

At every level, 
transport is important 
to weld together the 
social, economic and 
political relationships 
that are the basis for 
interaction, cohesion 
and integration 

National competitiveness in 
regional trade is accompanied 
by a broader trend towards 
diversification of national 
economies and increased 
investment in rural areas. Rural 
areas are a key source of raw 
materials, and they offer more 
possibilities for expanding the 
markets for goods and services. 
These factors further underscore 
the imperative for making 
appropriate levels of investment at 
all levels of the transport system to 
ensure full national connectivity.

It is worth highlighting the 
role that information and 
communication technologies 
(ICTs) are playing in 
complementing the transport 
function. There is growing 
potential to combine ICT 
solutions and transport in the 
improvement of the social, human 
and physical capital in rural areas. 
They can enhance the formation 
of social capital by increasing 
access to social networks; they can 
also help build financial capital by 
allowing real-time information 
on say, agricultural market prices, 
which can then be synchronised 
with provision of transport 
services to enhance efficiency 
and profitability. Adoption and 
innovation in the use of ICTs 
provide an opportunity to 

develop new platforms on rural 
access and service delivery in a 
variety of sectors, with immediate 
opportunities in agriculture, 
health, education and small 
business development.

Research and advocacy 

needed

Every country needs a transport 
system that responds to the need 
for basic access while creating 
linkages at all levels of society, 
in order to promote sustainable 
human development, economic 
growth and interconnected 
global communities. A core 
message is that investment in 
rural transport delivers a wide 
range of development objectives – 
household, local and international. 
It is important to continue 
supporting research and advocacy 
work in this fledging subdiscipline 
of rural transport planning.

Peter Njenga is the Executive 
Director of IFRTD, based in Nairobi, 
Kenya. He holds an advanced degree 
in urban and regional planning, 
specialising in rural transport in 
developing countries. He has experience 
of working in Africa, Asia and parts of 
Latin America. 
 
The International Forum for 
Rural Transport and Development 
(IFRTD) is a global network of 
individuals and organisations working 
together towards improved access, 
mobility and economic opportunity for 
communities in developing countries. 
IFRTD membership spans Africa, Asia 
and Latin America. 
 
IFRTD Secretariat
CAN Mezzanine,  
49-51 East Road,
London, N1 6AH, UK
Tel: +44 (0)20 7250 8323
Fax: +44 (0)20 7250 8322
Email: ifrtd@ifrtd.org; peter@ifrtd.org
Web: www.ifrtd.org
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Much is made of the scale of the 
tourism industry. It is often casually 
referred to as the world’s largest 
industry, which it isn’t. Over the 
last couple of decades The World 
Travel and Tourism Council 
(WTTC) and the UN World 
Tourism Organization (UNWTO) 
have successfully established 
the scale of the industry in the 
minds of policymakers. According 
to WTTC the industry will 
contribute US$2 trillion of GDP 
and 100 million jobs directly to 
the global economy in 2012. They 

calculate that broader travel and 
tourism contributes around US$6.5 
trillion to the global economy and 
generate 260 million jobs – or 1 in 
12 of all jobs on the planet. These 
figures originate in tourism satellite 
accounts which aggregate the 
economic value of the goods and 
services purchased by travellers and 
holidaymakers and investment in 
the sector.

In Mexico, June 2012, for the first 
time, tourism was mentioned in the 
G20 Leaders Declaration where 

it was recognised as “a vehicle for 
job creation, economic growth 
and development” and it called 
for “travel facilitation initiatives 
in support of job creation, quality 
work, poverty reduction and 
global growth.” The social tourism 
movement, particularly strong in 
mainland Europe, works for the 
inclusion of people living on low 
incomes in holiday and leisure 
activities, but the reality is that 
travel and tourism is unequally 
distributed – it is the relatively 
wealthy who take holidays. 

Maximising revenues 

from tourism

Dr Harold Goodwin, Founding Member of the Pro-Poor 
Tourism Partnership discusses ways to create value through 
tourism both at an international and regional level.
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A sector defined by  

the market 

Travel and tourism is better 
understood as an economic sector 
defined by the market it serves. 
The satellite accounts aggregate 
spending by those engaged in 
travel and tourism as consumers 
and producers, on a wide range 
of goods and services, including 
accommodation, transports, eggs, 
vegetables, film and souvenirs. 
Satellite accounts have the 
merit of including domestic and 
international tourism, generally 
domestic tourism is many times 
larger than international tourism, 
but it is often overlooked. There 
is renewed focus on encouraging 
domestic tourism in some 
Commonwealth countries such as 
the UK; not least because of the 
substantial deficit on the balance of 
trade in tourism the UK faces.  

At the national government level the 
focus is generally on international 
visitor arrivals, in part because 
they are easy to count, but also 
because national governments have 
a particular interest in the foreign 
exchange revenues. Development 
banks are attracted by the viability 
of investment, and lending, 
opportunities which can be funded 
from revenue streams which contain 
international currencies. 

Creating value

How should we analyse the 
value of tourism in a national 
economy? Larger businesses such 
as hotels, tour operators and 
transport providers naturally judge 
the performance of the national 
government by its success in 
bringing an international market to 
purchase their goods and services. 
Local communities and employees, 
current and potential, will focus 
more on the number and value 
of the jobs created. Minsters of 
Finance have an obvious interest in 
foreign exchange earnings and tax 
revenues generated by the sector. 

Generally we know little about 
how the sector performs. What is 
the taxation contribution of the 
sector to the national finances? 
What is the net foreign exchange 
value? Surely it is the net value of 
tourism in foreign exchange that 
matters not the gross value? In 
many states the industry generates 
substantial imports, which like the 
investments ‘cost’ a good deal in tax 
incentives and subsidies. In decision 
making about tourism we need to 
see more emphasis on net retained 
value in government revenues and 
employment for nationals. In some 
states tourism sucks in both goods 
and labour and in destinations 
where shopping is important often 
the sales tax or VAT is returned to 
the purchaser as they leave.  

Acording to WTTC 
the industry will 
contribute US$2 
trillion of GDP and 
100 million jobs 
directly to the global 
economy in 2012. 

Seeing tourism 

differently 

Tourism has some particular 
advantages for the generation of 
economic benefit. Tourists are 
people staying away from home in 
someone else’s property, unless they 
are rough camping or staying with 
friends and relatives they will be 
paying for the privilege and they 
will be buying goods and services 
in the local economy. When a craft 
worker in The Gambia sells a wood 
carving or a drum to a tourist they 
are exporting and earning foreign 
currency for the country. 

Generally domestic 
tourism is many 
times larger than 
international tourism, 
but it is often 
overlooked.  

In The Gambia, birdwatchers 
attract international tourists. This 
informal sector uses personal 
recommendations between fellow 
bird watchers in the originating 
markets, and capitalises on their 
reputation for quality service. 
A Gambian birdwatcher spends 
little or nothing on international 
marketing, they benefit from 
personal recommendation and viral 
marketing. They use local transport 
and may use locally owned 
accommodation encouraging their 
guests to eat in local restaurants 
and to consume local food and 
beer. National policymakers often 
overlook the significant foreign 
exchange earnings which come 
to the informal sector. Research 
undertaken by the International 
Centre for Responsible Tourism 
and funded by the Department for 
International Development found 
the British tourists in The Gambia 
in 2001 were spending UK£25 per 
day in The Gambia, on top of what 
they had pre-paid for their package 
and one third of that was going to 
the informal sector. Tourists arrive 
with money to spend on food 
and beverages, experiences, crafts 
and souvenirs. This out-of-pocket 
discretionary spend is significant 
for local communities and for 
national exchequers, it all represents 
foreign currency earnings. 
Although measuring and taxing 
these income streams is a challenge 
they contribute significantly to 
economic development. If we 
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In decision making 
about tourism we 
need to see more 
emphasis on net 
retained value in 
government revenues 
and employment for 
nationals. 

take the average length of stay of 
a British tourist to The Gambia to 
be 10 days and there are 60,000 
visitors per year that is UK£15 
million of discretionary spend, 
UK£5 million of which is being 
spent in the informal sector.

Unless, of course, the food and 
beverages, crafts and souvenirs are 
imported, in Greenmarket Square 
in Cape Town, South Africa, the 
crafts and souvenirs on sale are from 
all over sub-Saharan Africa, very 
little is from local crafters. Each 
time an imported article is sold at 
least some of the money generated 
is being used to purchase imports, 
there is leakage. The challenge for 
tourism economies is to reduce 
leakage and to increase retained 
revenue from tourism, whether 
that leakage is through imported 
alcohol or food, repatriated profits 
or wages, or through imported 
crafts and souvenirs. 

The value of tourism to a national 
economy can be multiplied 
if the leakages are reduced 
and the linkages are increased 
through commercially orientated 
interventions creating micro-
enterprise and employment 
opportunities for local people. The 

Gambia is Good (GiG) initiative 
sought to benefit the country’s 
balance of trade and economically 
poor small farmers living away 
from the tourism area by enabling 
them to grow fruit and vegetables 
and to sell them to the hotels. The 
earnings of the economically poor 
have been significantly increased, 
the tourists enjoy fresh fruit and 
vegetables and they can see where 
it is produced, purchasing day 
excursions which create revenues 
for the tour operators and the 
GiG farm. The GiG farmers have 
experienced a five-fold increase 
in income and from 3,000 visitors 
the farm has earned UK£10,000. 
The GiG initiative reduced imports 
by UK£170,000 between 2006 
and April 2010 and transferred the 
money to local people.   

National policymakers 
often overlook the 
significant foreign 
exchange earnings 
which come to the 
informal sector. 

Michael Porter, the Harvard 
Business School academic behind 
competition strategy, has been 
writing recently in the Harvard 
Business Review about the 
importance of creating shared value 
through business. He argues that 
businesses need to create “economic 
value in a way that also creates value 
for society by addressing its needs 
and challenges.” Acting as businesses 
not charities, tourism is well placed 
to do this. The tour operators who 
sell excursion to the GiG Farm to 

tourists create value, and profits, 
for the company as well as the 
people who sell honey and crafts 
to tourists at the farm. They also 
increase the spending of tourists in 
The Gambia and create value for 
the national accounts. There is much 
to be gained from working with 
local people to increase the volume 
and value of the products they 
sell to international visitors; it all 
contributes to the country’s exports. 
In Khayelitsha, a township near 
Cape Town, the crafter ‘Golden’s 
Flowers’ makes flowers from 
scrap drinks cans, he sells them to 
international and domestic tourists 
and exports boxes of them to the 
USA. He has found an international 
market, making his contribution 
to South Africa’s foreign exchange 
earnings and creating livelihoods in 
the townships. 

There needs to be more focus on 
yield, net foreign exchange value, 
on employment and local economic 
development if the potential 
contribution of tourism to national 
economies is to be realised. 

Dr Harold Goodwin is Professor 
of Responsible Tourism at Leeds 
Metropolitan University and a 
founding member of the Pro-Poor 
Tourism Partnership. 
 
The Pro-Poor Tourism Partnership 
pioneered work on how best to use 
tourism for poverty reduction and local 
economic development. They continue 
to undertake research and provide 
training and consultancy service. They are 
committed to make their research, and the 
work of others, as available as possible. 
 
Pro-Poor Tourism Partnership
Tel: + 44 (0) 1795532737
Fax: + 44 (0) 2030025608
Email: harold@haroldgoodwin.info
Web: www.propoortourism.info
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Cameroon is a safe, peaceful, and 
stable country that is rich and 
diverse in culture. Situated mid-
way between Western and Eastern 
Africa, and stretching from the 
Gulf of Guinea to Lake Chad, 
Cameroon offers a wide range 
of tourist products thanks to its 
many landscapes, climates, flora 
and fauna and to its populations 
and their traditions. The varied 
landscape throughout the 10 
regions of Cameroon mean that 
there is a huge variety of holiday 
options for tourists throughout 
the year. This is why Cameroon 
is referred to as “All Africa in one 
country”. 

Development strategies

In order to develop equitable and 
sustainable tourism in Cameroon, 
development strategies have been 
initiated through the Framework 
of Short Term Expenditure, 
which permits the identification 
of various priority projects to be 
carried out on the investment 
charts. These include:

  The construction of an 
attractive park in Yaounde.
  The construction of an 
attractive park in Douala.
  The construction of a tourism 
complex along  the coast of 
major towns.
  The construction of holiday 
camps in Kribi and Limbe.
  The development of 
ecotourism and the 

construction of lodgings in 
national parks and natural 
tourism sites.

The varied landscape 
throughout the 10 
regions of Cameroon 
mean that there is 
a huge variety of 
holiday options for 
tourists throughout 
the year.  

Lively traditions

The population of Cameroon 
is a mosaic of about 250 ethnic 
groups with different customs and 
traditions that are reflected in their 
ways of living. Cultural tourism 
draws its vitality from the diversity 
that is found in the ways of living, 
traditional architecture, folklore, 
cookery, and in a rich colonial 
heritage made up of monuments 
and vestiges to which should be 
added the bilingual nature (French 
and English) of the country.

Natural beaches

With its 400km of coastline, 
Cameroon is ready to offer 

lovers of seaside tourism the 
possibility of spending dream 
holidays on natural beaches while 
admiring picturesque bays, islands 
and mangroves, not forgetting 
wonderful waterfalls that pour 
directly into the sea in Kribi. 
Hotel facilities likely to satisfy 
both national and international 
clientele.

Safari and game 

hunting

Cameroon has many national 
parks among which is the most 
famous and the most developed 
- Waza Park. These parks and 
reserves, found mainly in the 
south of the country, harbour an 
important number of  wildlife 
including elephants, lions, giraffes, 
black rhinoceros, panthers, 
buffalos, antelopes, hippopotami, 
hyenas, gorillas and cheetahs.

Game hunting areas are developed 
around certain national parks for 
lovers of game hunting sports. 
The hunting season runs between 
December and May.

Ecotourism

Cameroon has taken into 
consideration the environmental 
issues that affect all tourism 
development projects. This has 
led to the classification and 
protection of certain natural sites 
for scientific, ecological and tourist 
aims. These include:

Ministry of Tourism and 

Leisure, Cameroon

Tourism is a growing industry in Cameroon which has been cultivated by the 
goverment since the 1970s. The creation of the Ministry of Tourism and Leisure 
aims promote the country’s diversity of climate, culture, wildlife and geography. 
The government describe Cameroon as  “All Africa in one country”. 

Organisation Profile
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 The Korup national park that 
harbours plant species that are 
millions of years old.
 The Dja reserve that was 
classified as World Heritage Site 
by UNESCO.
 The 4070 metre high Mount 
Cameroon.
 The Mayo Rey sites bearing the 
fossilised paw prints of dinosaurs.
 The Limbe Botanical Garden.

Sporting holidays

Cameroon is known the world 
over for its football exploits but 
there are new emerging sports 
such as: 

 Fishing along the coastline.
 Golf in Yaoundé and Tiko.

 Yearly Mount Cameroon race.
 Horse-riding clubs in Yaoundé, 
Douala and Garoua.

Business and 

conference tourism

The towns of Yaoundé and 
Douala, have outstanding 
facilities, namely conference 
centres, international airports 
and hotels that are perfect for 
conference and business tourism.

Welcome to Cameroon

Visit Cameroon, a complete 
tourism destination where 
beautiful countrysides, climate 
variety and the cultural diversity 
is no longer a dream for tourists 
but a reality. A country where 

security, peace and stability do 
not leave any visitor indifferent. 
Welcome to Cameroon, a 
complete tourism destination.

Bello Bouba Maigan,
Minister of State and 
Minister of Tourism 
and Leisure 
 

Ministry of Tourism and Leisure, 
Cameroon
Tel: +237 222 329 36;  
+237 222 233 53
Fax: +237 222 212 95
Email: ctourisme@yahoo.fr
Web: www.mintour.gov.cm

Rhumsiki

EKOMKAM Waterfall Horse riding in the Northern region of Cameroon

The rich culture of people of the Western region of Cameroon







Commonwealth Finance Ministers Report 2012164

Infrastructure and Natural Resources

Approximately two billion dollars 
a day of petroleum are traded 
worldwide, which makes petroleum 
the largest single item in the 
balance of payments and exchanges 
between nations. Petroleum 
represents the larger share in total 
energy use for most net exporters 
and net importers. While petroleum 
taxes are a major source of income 
for more than 90 countries in 
the world, poor countries net 
importers are more vulnerable 
to price increases than most 
industrialised economies. Unlike 

most commodities, petroleum is 
a major factor in international 
politics and socio-economic 
development. These characteristics 
of the petroleum sector largely 
explain why many producing and 
importing countries have, at least 
at some point during the course 
of history, opted for direct state 
intervention rather than more 
liberal governance regimes.

Today national oil companies 
(NOCs) control approximately 90 
per cent of the world’s oil reserves 

and 75 per cent of production 
(similar numbers apply to gas), as 
well as many of the major oil and 

Petroleum represents 
the larger share in 
total energy use for 
most net exporters 
and net importers. 

National oil companies 

and value creation

Silvana Tordo, Brandon S. Tracy and Noora Arfaa recently wrote a Working 
Paper for the World Bank on national oil companies and value creation attempts. 
The following summarises their findings and introduces a new conceptual model 
for assessing value creation by national oil companies.
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gas infrastructure systems. This 
can be directly as producers or as 
the ‘gatekeepers’ for exploitation 
by private oil companies (POCs). 
Petroleum Intelligence Weekly 
ranks 18 NOCs among the top 
25 oil and gas reserves holders 
and producers. In addition, an 
estimated 60 per cent of the 
world’s undiscovered reserves lie 
in countries where NOCs have 
privileged access to reserves. 
As such, NOCs are of great 
consequence to their country’s 
economy, to importing countries’ 
energy security, and to the stability 
of oil and gas markets.

Whatever the 
objectives and their 
mix, governments’ 
primary concern 
should be to 
maximise economic 
efficiency and the 
generation of social 
welfare. 

Policy considerations

Governments’ petroleum sector 
policies often pursue a variety of 
development and socioeconomic 
objectives, including the 
maximisation of the net present 
value of the economic rent 
derived from the exploitation of 
petroleum, inter-temporal equity, 
the promotion of backward and 
forward linkages, the promotion 
of bilateral trade, energy self 
sufficiency, and security of supplies. 
NOCs are often used to achieve a 
wide array of these objectives, as 
primary tool or in combination 
with other policy tools. The 

choice of policy tools - NOC, 
regulation, or a combination of 
both - depends on the type of 
objectives that policy makers 
wish to achieve and their relative 
priorities. These in turn depend 
on the country specific context. 
Exogenous factors, including oil 
and gas prices, economic cycles, 
and the existence of international 
sanctions, also affect government 
policies. This helps to explain the 
diversity of policies pursued by 
governments over time. 

Whatever the objectives and 
their mix, governments’ primary 
concern should be to maximise 
economic efficiency and the 
generation of social welfare. 
Although there are established 
criteria to guide policy 
formulation in cases that involve a 
certain level of value judgment, in 
practice deciding whether or not 
establishing the NOC maximises 
social welfare is a matter of 
political choice. Indeed economic 
considerations, such as the desire 
to address market deficiencies or 
inefficiency or to maximise rent 
capture, may not be the primary 
reason for establishing the NOC. 
Hence, any attempt to compare 
the relative contribution to social 
value creation of direct state 
intervention and regulation would 
inevitably imply a considerable 
level of subjectivity. 

Measuring 

performance

The first step towards measuring 
NOCs performance is to establish 
their objective function. But 
NOCs differ on a number of very 
important variables, including 
the level of competition in the 
market in which they operate, 
their business profile along the 
sector value chain, and their 
degree of commercial orientation 
and internationalisation. One thus 
needs to be mindful of possible 
over-generalisations. On the other 

NOCs differ on 
a number of very 
important variables. 

hand, most NOCs share at least 
some core characteristics: they 
are usually tied to the ‘national 
purpose’ and serve political 
and economic goals other than 
maximising the firm’s profits. 
Perhaps this is the most relevant 
single factor that explains their 
existence and resilience in very 
different political, social and 
economic environments. These 
core characteristics need to be 
taken into account in defining 
what constitutes NOC value 
creation and analysing NOCs 
behavior and strategy. 

A quantitative measure, the ‘value 
creation index’, is proposed to 
capture the NOC’s capacity to 
fulfill its mission and objectives 
(that is, its contribution to 
value creation). The index, 
which includes operational, 
financial and national mission 
performance indicators, is not 
designed to measure all aspects 
of value creation; it focuses on 
key aspects of short-term value 
creation by NOCs, and is used to 
reveal the relative position (and 
direction of changes over time) 
of the NOCs in the study sample 
with respect to the observed 
value creation measures. This in 
turn provides an indication of 
relative policy success. 

Value drivers

Although informative, the value 
creation index does not reveal 
which factors ‘drive’ value 
creation. We refer to them as 
‘value drivers’. If we were able 
to identify these factors, we 
could determine which policies 
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and tools should be used to 
affect NOC value creation. To 
this end, a conceptual model of 
value creation is proposed that 
identifies five classes of value 
drivers: geology and geography, 
state context, petroleum sector 
governance and organisation, 
NOC strategy, and NOC 
corporate governance. An 
exploratory regression analysis 
is applied to understand the 
relationship between value 
drivers and NOC value creation. 
The analysis confirms the 
importance of geology, petroleum 
sector governance and NOC 
corporate governance to value 
creation. However, caution 
should be applied in interpreting 
these results. One of the main 
difficulties that we faced in this 
attempt to statistically measure 
the relative importance of value 
drivers was the uneven quantity 
and quality of data across the 
NOC sample. Although some 
general observations can be 
drawn from this analysis, overall 
the result cannot be viewed as 
offering substantial understanding 
on how the various drivers affect 
value creation. More research is 
warranted.

It is important to 
establish whether 
discernible patterns 
with respect to 
value creation 
can be observed 
for NOCs with 
similar strategy and 
corporate governance 
arrangements. 

On the other hand the low 
explanatory power of the statistical 
model may indicate the uniqueness 
of each NOC, underlying the 
importance to value creation of 
country specific and NOC specific 
factors. It is important to establish 
whether discernible patterns with 
respect to value creation can be 
observed for NOCs with similar 
strategy and corporate governance 
arrangements, and whether certain 
country specific context variables 
lead to particular NOC corporate 
governance arrangements and 
strategies. In particular, there is 
a need to answer the following 
questions: Are certain corporate 
governance arrangements more 
suited than others to promote 
value creation? Is good geology 
a pre-condition for NOC value 
creation? Are there benefits 
from exposing the NOC to 
competition from POCs? Does 
the development of forward and 
backward linkages hamper NOC 
value creation? Overall, country 
specific objectives, constraints, 
and concerns have a substantial 
effect on NOC value creation. 
Therefore, it is difficult to identify 
general principles that apply to all 
countries in all circumstances. Our 
findings are summarised below.

Internal governance 
mechanisms are more critical 
to NOC value creation than 
the ownership structure. 
Particularly in the petroleum 
sector where prices, technology, 
competition, and management 
techniques are continuously 
changing, nimble decision making 
processes and budgetary and 
financial autonomy are crucial 
to value creation, regardless of 
the NOC’s ownership structure. 
These features are associated 
with the level of technical and 
managerial competence of the 
NOC. Government interference 
in the NOC’s decision-making 
processes seems to be more 

closely related to the degree of 
economic or strategic relevance 
of the petroleum sector to the 
specific country, rather than to 
the percentage of independent 
BOD members. This may have 
something to do with the 
difficulty in assessing the true 
level of independence of BOD 
in companies that exhibit a high 
concentration of ownership, even 
when nomination committees are 
established. Cultural differences 
across countries help to explain 
why similar corporate governance 
arrangements may function in a 
very dissimilar way. 

Cultural differences 
across countries 
help to explain why 
similar corporate 
governance 
arrangements may 
function in a very 
dissimilar way. 

NOCs that belong to 
countries with large resource 
endowments may find it more 
difficult to create value than 
their counterparts in countries 
with smaller resource 
endowments. The size of the 
resource endowment matters to 
value creation, but the manner 
in which it is exploited matters 
more. Large resource endowments 
lead to higher value creation if the 
resource is extracted efficiently 
and revenues from its sale are 
reinvested to support production 
levels and replace reserves. Given 
the complex network of often 
conflicting interests between 
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efficiency of exploitation and state 
needs, following this approach 
is often harder for NOCs that 
belong to countries with large 
resource endowments, than it is 
for their peers in less endowed 
countries. Ultimately, the political, 
institutional, and societal qualities 
of a country—more than the 
actions of its NOC—are critical 
to determining to what extent the 
gift of nature will translate into 
value creation.

Creating a skilled 
workforce, 
developing 
technology, and 
supporting the local 
supply industry 
allow the NOC to 
lower the cost of 
operations. 

Temporary restrictions on 
access to petroleum activities 
can be effective policy tools to 
enhance value creation by the 
NOC. Many countries impose, 
or have imposed, some form of 
restriction on the participation of 
POCs in petroleum exploration 
and production activities by 
granting special rights to the 
NOC. These privileges have 
generally taken the form of 
mandated association between the 
NOC and POCs, with minimum 
levels of state participation. This 
formula is often used by countries 
and NOCs that are new to the 
petroleum sector with several 
objectives: (i) fast-tracking the 
learning curve through the 
association with experienced 

industry participants, (ii) reducing 
information asymmetries between 
industry participants and the state, 
(iii) increasing rent capture, (iv) 
reducing exploration risk and 
(v) accelerating the exploration 
and production of the country’s 
resources while maintaining 
control over sector activities. Full 
exclusion of industry participation 
in petroleum exploration and 
production activities is rare. Well-
designed restrictions on access 
that take into consideration the 
characteristic of the resource, 
domestic capacity, the fiscal 
regime, and market structure 
can be very effective tools to 
address information and capacity 
asymmetries. Sheltering the NOC 
from competition allows it to 
focus on developing the necessary 
competence and economies of 
scale. However, this policy has 
decreasing effects on value creation 
over time and may discourage the 
NOC from developing efficient 
and competitive processes.

The pursuit of national 
mission objectives does 
not necessarily hamper 
the creation of value by 
the NOC. National mission 
objectives hamper value creation 
when their pursuit is in conflict 
with other key value-added 
functions of the NOC, such 
as the efficient and sustainable 
exploration and exploitation of 
petroleum resources. Defining 
proper national mission objectives 
for the NOC is thus critical to 
value creation. This is particularly 
important in countries where 
the NOC is the only company 
authorised to carry out petroleum 
activities, with limited possibilities 
for sharing exploration and 
development risk with other 
parties, since this approach 
requires, inter alia, a superior level 
of operational efficiency and the 
ability to prioritise core-business 
investments. For example, creating 

a skilled workforce, developing 
technology, and supporting 
the local supply industry allow 
the NOC to lower the cost of 
operations while fulfilling its 
national mission objectives. If the 
NOC’s national mission objectives 
include the development of 
industries that make direct use 
of the oil and gas sector’s output 
(forward linkages), the pursuit of 
these objectives may hamper value 
creation since it requires large 
scale operations and technology 
that may not be available in 
the country. When conditions 
are in place, forward linkages 
can enhance value creation by 
capturing the advantages of 
vertical integration.

Tordo, Silvana; Tracy, Brandon S;and 
Arfaa, Noora. 2011. National oil 
companies and value creation.  
© World Bank. Creative Commons 
Attribution CC BY 3.0

Silvana Tordo is the Lead Energy 
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World Bank’s Sustainable Energy, Oil, 
Gas, and Mining unit.  
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Analyst to the World Bank. 
 
The Sustainable Energy, Oil, Gas, 
and Mining Unit (SEGOM) is the 
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For mineral-endowed economies, 
mining can be a major source of 
revenue that can contribute to 
poverty reduction and development. 
Today, over a quarter of the world’s 
economies depend on mining 
as a major source of exports and 
economic growth. A smaller number 
of countries depend less heavily 
on the sector but reap important 
benefits for their economies. 

Due to financial and technical 
constraints, many mineral-rich 
developing countries rely on 

foreign investment by multinational 
companies to source, extract, 
process and export their mineral 
wealth. However, foreign direct 
investment (FDI) in the sector 
has not always resulted in broader 
economic development. In poor 
mineral exporting countries, it is 
not clear that FDI in the mining 
sector has benefited the domestic 
economy. Moreover, investment 
from both advanced and emerging 
economies is increasingly motivated 
by the need to secure access 
to raw mineral inputs for their 

economic activities. Managing 
natural resource wealth, therefore, 
and achieving positive development 
outcomes such as poverty reduction 
and social goals, while mitigating 
environmental impacts, requires 
a series of proactive policy and 
regulatory actions by governments. 
This applies to all stages of the 
value chain, and in some instances 
this may prove politically sensitive.

Best practice guidelines 

Although there is no one-size-
fits-all model for development-

Attracting 

international 

investment in mining

Dr James Zhan, Director of the Investment and Enterprise 
Division, UNCTAD, outlines some of the issues for countries 
seeking to attract investment from foreign companies to help 
develop a minerals sector.
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friendly investment in the mining 
sector, UNCTAD has identified 
two best practice cases where 
policies have improved the 
contribution of investment to 
development: Canada and Chile 
(Best Practices in Investment 
for Development: How to 
Attract and Benefit from FDI in 
Mining – Lessons from Canada 
and Chile, UNCTAD 2011). 
The case studies present policy 
options in the following areas: 
policy stability, optimal taxing 
of the mining industry, ways to 
encourage industry efficiency 
and local enterprise development, 
and methods of improving the 
environmental and social impact 
of mining. These case studies can 
serve as useful guidelines for other 
countries seeking to attract and 
benefit from FDI in mining. 

 
In poor mineral 
exporting countries, it 
is not clear that FDI 
in the mining sector 
has benefited the 
domestic economy. 

Stable policies

With long investment horizons, 
large up-front sunk costs and 
capital requirements, and exposure 
to volatile mineral prices, mining 
projects benefit from a high degree 
of policy stability. To offset the risks 
associated with such investments, 
foreign companies understandably 
need to know they will be 
protected from expropriation, 
maintain secure rights over their 
mineral concessions or titles, and 
have assurances against arbitrary or 
unforeseen changes in regulations 

and taxation. At the same time, it is 
equally important to balance these 
provisions against the interests of 
the host country.

 
Countries with 
limited administrative 
capacity and mining 
expertise could seek 
technical assistance 
from international 
organisations and 
bilateral development 
agencies.  

It is clear that governments reserve 
the right to make necessary 
adjustments to tax and regulatory 
policies over time, and a good 
example of this would be the need 
to protect public goods such as air 
and water as our understanding 
of the environmental impact of 
industrial activities has changed 
over time. These changes should 
be made transparently, with due 
respect given to the contractual 
obligations of investments made 
under a previous regime.

To help build social and political 
consensus, governments should 
seek agreement between key 
stakeholders around a set of tax and 
regulatory policies. One way is to 
conduct public consultations with 
stakeholder representatives, who 
then agree to a final document 
that can guide future policy. It 
is important to involve both the 
industry and its critics in order 
to find lasting compromises. 
Typically, company and industry 
representatives will be eager to 

engage in these processes to limit 
regulatory risks in the future, and 
may therefore contribute financial 
support to these efforts. 

Taxation 

The profitability of a mining 
project largely depends on the 
quality of the mineral deposit, 
and countries should set their 
taxation levels according to the 
quality of these deposits. This 
effectively requires a negotiation 
between the host government and 
the foreign company and, like in 
any negotiation, information is 
power. It is therefore important 
for countries to have adequate 
information on their geological 
potential so as to be able to 
set their tax rates at optimal 
levels. Countries with limited 
administrative capacity and mining 
expertise could seek technical 
assistance from international 
organisations and bilateral 
development agencies. 

 
The profitability of a 
mining project largely 
depends on the 
quality of the mineral 
deposit. 

The UNCTAD case studies also 
identified other policies in this 
area that produced positive results, 
including the prioritisation of 
profit-based taxes, proactive tax 
enforcement, and management 
of the financial risks that the 
government faces. Many countries 
have traditionally charged a royalty 
or tax based on the total volume or 
value of output – a company’s gross 
income. However, profit-based 
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Mining projects are 
often criticised for 
their limited financial 
and economic links 
to the local economy 
due. 

royalties or taxes apply a tax rate 
to a company’s net income only, 
after having deducted the costs 
of production. Such policies have 
several advantages.

By sharing some of the financial 
risks facing mining investors, 
taxing profits only improves the 
attractiveness of a jurisdiction to 

foreign firms. Furthermore, profit-
based taxes ensure, to a certain 
extent, that changes in project 
profitability are automatically 
adjusted (as opposed to a system 
of taxes based on the total volume 
of a company’s output). Project 
profitability can increase when the 
prices of minerals are high, while 
the total volume of output of that 
company remains the same. 

However, due to tax enforcement 
issues and financial risk exposure, 
profit-based taxes or royalties 
may not be ideal for all situations. 
Countries that lack the capacity to 
administer complex tax regimes 
and to develop effectively managed 
public investment funds may 
want to resort to production-
based taxation, which is easier to 
enforce and provides a more stable 
revenue stream (UNCTAD’s case 

studies illustrate the example of 
Chile operating such a stabilization 
fund, entitling the government to 
collect fiscal surpluses during high 
profits and store them for periods 
of low copper prices). Additionally, 
countries should provide tax 
deductions and exceptions that 
allow capital costs to be recuperated 
quickly and that recognize the 
cyclical nature of the industry.

Efficiency and local 

enterprise 

In recent years, the mining sector 
has seen major consolidations 
among TNCs, and the 
concentration of a handful of 
global leaders involved in large-
scale mining projects. Compared 
with most national firms, these 
companies have higher levels of 
technical expertise, easier access 
to project finance, and possess 

© abutyrin/Shutterstock.com



Commonwealth Finance Ministers Report 2012172

Infrastructure and Natural Resources

significant economies of scale. 
To encourage industry efficiency 
and local enterprise development, 
countries may need to rely on 
them for mine construction, 
production, processing and 
export. This does not preclude 
the development of competitive 
domestic mining enterprises or 
associated services. However, 
without a strong comparative 
advantage in mineral refining 
and processing, government 
efforts to induce these value-
added activities locally, through 
incentives, may be prohibitively 
costly and local processing 
requirements could potentially 
turn the country into a less 
attractive investment destination. 

 
TNCs will often 
use local employees 
and local suppliers 
to reduce their 
investment and 
operating costs. 

Mining projects are often criticised 
for their limited financial and 
economic links to the local 
economy due, among other things, 
to their capital intensity and 
reliance on imported machinery 
and expertise. However, mining 
TNCs will often use local 
employees and local suppliers 
to reduce their investment and 
operating costs in the long term. 
To improve the quality of these 
local inputs, TNCs often train 
employees and work closely with 
suppliers. Host countries should 
assist the efforts of TNCs to 
develop the local workforce and 
supplier capabilities, and facilitate 

the development of knowledge and 
services clusters around mining. 

In time, FDI may help create 
a mining industry cluster and 
the development of competitive 
clusters may build a mining hub 
in a country. Within clusters, 
there is significant potential for 
spill overs of knowledge and 
technology to local workers and 
firms. For example, as shown in 
UNCTAD’s Best Practices Study, 
mining clusters have emerged in 
several regions in Canada, such 
as Sudbury, Ontario, with the 
subsidiaries of foreign companies 
sponsoring local training and 
R&D programmes. Similar 
developments have been observed 
in Chile, where the increased 
outsourcing of mining services 
by foreign affiliates has led to an 
increase in cooperation between 
those foreign affiliates with 
local suppliers and educational 
institutions. Governments 
are typically unable to create 
clusters independently, and 
public efforts in this area should 
therefore facilitate co-ordination 
between private actors through 
the provision of services and 
infrastructure development. 

Environmental and 

social factors

As well as actively maximising 
the economic benefits from FDI 
in mining, governments need to 
minimise any negative effects, 
such as environmental damage 
and social problems. Given the 
unique characteristics of individual 
mining projects, it is difficult for 
general environmental laws and 
regulations to cover all possible 
contingencies. As a result, countries 
seeking to develop their mining 
industry should have in place an 
environmental impact assessment 
(EIA) process that establishes 
project-specific standards to be met 
and maintained through the life of 
the project, and ensure government 

follow-up on commitments by 
project developers.

It is important that EIAs cover 
the full life cycle of a mining 
project, including mine closure 
and environmental reclamation 
that decontaminates polluted 
zones and actively restores 
vegetation and biodiversity. 
Consequently, significant financial 
commitments and plans should 
be in place from early on. On 
the government’s side, significant 
institutional resources and 
expertise are required to follow-up 
on commitments made by project 
developers in the EIA. 

 
In time, FDI may 
help create a mining 
industry cluster. 

Balancing the benefits

In addition to protecting the 
rights of investors, host countries 
should also put in place legal 
provisions to protect the rights 
of local communities and ensure 
their beneficial participation in 
mineral sector development. A 
well-designed legal framework 
that outlines the land and resource 
rights of communities, the 
duties of companies to consult 
and seek consent for mineral 
development, and the role of the 
government in overseeing these 
processes, can limit tensions or 
conflicts that may arise during 
the development of a mining 
project. For example, as shown 
in UNCTAD’s Best Practices 
Study, after the courts in Canada 
imposed a legal duty for mining 
companies to consult the local 
indigenous communities, there 
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has been stability in many projects 
which consequently improved the 
flow of economic benefits to the 
local economy. Similarly, in Chile, 
public consultations during the 
EIA process have given a voice to 
local communities and provided 
an incentive for mining TNCs to 
satisfy some of their concerns.

Most TNCs abide by a range of 
self-regulatory standards that often 
go beyond the legal requirements 
of the jurisdictions in which they 
operate. One way to transfer the 
environmental and social practices 
of foreign TNCs to domestic 
firms is by encouraging their 
membership in local private sector 
associations. Although mining 
TNCs are party to international 
corporate social responsibility 
frameworks and can be expected to 
import international best practices, 
this does not preclude the need for 
government action in this area. 

 
Governments need 
to minimise any 
negative effects, such 
as environmental 
damage and social 
problems.  

Successful countries have secured 
significant economic benefits 
from international investment in 
the mining sector while limiting 
negative environmental and social 
impacts. Doing so has meant 
finding the appropriate balance 
between, on the one hand, an 
attractive policy environment 
for mining TNCs and, on the 
other hand, tax and regulatory 
requirements that hold these 

companies accountable to the 
country’s development goals. 
UNCTAD’s best practice case 
studies provide examples of 
effective host governments 
that have attracted mining FDI 
and reduced the social and 
environmental costs associated with 
these activities. 

 
Successful countries 
have secured significant 
economic benefits 
from international 
investment in the 
mining sector. 

A new investment policy 

framework 

In addition to sector- and issue-
specific best-practices case studies, 
UNCTAD also offers broader 
policy advice notably through its 
recently developed Investment 
Policy Framework for Sustainable 
Development (IPFSD). The 
IPFSD aims to assist policy 
makers in the design of a new 
generation of investment policies 
that place inclusive growth and 
sustainable development at the 
heart of efforts to attract and 
benefit from investment. 

The UNCTAD framework consists 
of a set of core principles for 
investment policymaking, guidelines 
for national investment policies, and 
guidance (in the form of options) 
for the design and negotiation 
of international investment 
agreements. IPFSD is aimed at 
providing a point of reference for 
stakeholders of the investment 
and development community and 
at serving as a basis for capacity-

building on investment policy. The 
IPFSD may come to act as a point 
of convergence for international 
cooperation on investment issues 
and is available online and open to 
discussion. UNCTAD is optimistic 
that initiatives like the IPFSD and 
its continued analysis of FDI in 
sector-specific industries will help 
realise the potential of international 
investment to contribute to 
development objectives in industries 
like mining, and many others.

Mr James Zhan is Director of the 
Investment and Enterprise Division at 
UNCTAD. He has over 25 years of 
international and national experience 
in the area of investment, technology 
and enterprise development. This 
includes advising many governments 
in formulating investment policies 
and building investment promotion 
capacities, organising intergovernmental 
conferences and negotiations, and 
leading many research and policy 
analysis projects.  
 
The Investment and Enterprise 
Division at the United Nations 
Conference on Trade and 
Development (UNCTAD) is the 
focal point in the UN system dealing 
with investment and enterprise 
development issues. The division 
conducts policy analysis, builds 
international consensus among 194 
countries, and provides technical 
assistance to over 150 governments. 
Programmes include the Global FDI-
TNC Information System, Investment 
Policy Reviews, investment promotion 
and facilitation, international investment 
agreements, the World Investment 
Forum, and international standards for 
accounting and reporting. 
 
UNCTAD Palais des Nations,  
8-14, Avenue de la Paix
1211 Geneva 10, Switzerland
Tel: +41 22 917 1234 
Fax: +41 22 917 0498
Email: diaeinfo@unctad.org
Website: www.unctad.org/diae
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House Sections

Development and 

feasibility financing 

underway

Marine Mining is currently 
exploring a marine concession 
covering 10,000km2 of the 
continental shelf of Ghana. The 
company has been mapping 
the surficial sediments on the 
continental shelf to identify which 
mineral bodies are suitable for use 
as building materials, and which are 
sources of industrial minerals and 
placer gold.

Marine Mining has recently:
Begun construction of 
dock facilities, roadways and 
material handling facilities 
at the company’s property in 
the western portion of the 
concession (western region of 
Ghana) and the Pra River;
Begun a large sidescan sonar 
survey to map the surficial 
sediments of the concession;
Structured an initial financing 
to carry out a feasibility study 
intended to bring the project 
to bankable status;
Begun assembling a 
consortium with two 
international engineering firms 
with the capability to carry 
out the feasibility study.

Development of the 
Consortium
Participants in the Consortium are 
expected to include:

A Canadian engineering 
firm with a staff of nearly 

15,000 worldwide, specialising 
in environmental impact 
assessment and project 
development;
A large cement plant 
manufacturer, recently 
combined with a company 
specialising in recovery of gold 
by gravity separation;
An international dredging 
firm and partners for the local 
marketing of aggregate and 
off-take products.

Ghana is one of the 
world’s leading gold 
producers and is 
favoured by mining 
companies because 
of its well-established 
legal system and 
mining law. 

Feasibility study
The goal of the feasibility study is 
to define resources to NI 43-101 
standards, complete environmental 
baseline surveys and social impact 
studies, and to complete an 
in-depth market survey for the 
aggregate products derived from 
screened samples. 

The feasibility programme 
will investigate the suitability 
of aggregate products for soil 
remediation and septic systems.

Marine Mining has defined 
numerous targets which are 
intended to be further tested for 
aggregate and gold, and delineated 
in order to quantify the volumes 
of targeted bodies. In addition, the 
company has modelled the processes 
which have led to the concentration 
of alluvial and eluvial gold and 
is in the process of mapping the 
distribution and testing the quality 
of entrapment areas. 

Marine Mining has identified 
an aggregate resource on the sea 
floor, which can be extracted 
and transported at a significantly 
reduced cost, and is currently 
quantifying the resources on much 
of the concession.

Offtakes and social 

impact

Major projects in developing 
countries must obtain a social 
license, which comes about 
by bringing benefits to local 
communities. A major portion of 
the social license for Marine Mining 
will be offtakes from marine sand 
and gravel production, including 
septic sands and materials suitable 
for agricultural beneficiation.

Septic sands are required to prevent 
contamination of groundwater 
by inefficient septic beds, and so 

Marine Mining Corp.

Marine Mining Corp. is dedicated to the development of a large off-shore gold 
concession, extending over 240km along the shallow continental shelf of Ghana, 
West Africa. The concession has a total area of 10,000km.

Organisation Profile
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reduce the incidence of cholera. 
Lateritic soils are often depleted 
of minerals and nutrients - 
remineralising them may stimulate 
local market gardening.

The availability of marine aggregate 
has the potential to transform 
development along the coast of 
Ghana just as it has in the UK and 
much of northern Europe.

Aggregates identified in the marine 
setting are ideal for the building 
materials that will be necessary in 
Ghana’s rapidly growing economy. 
Studies in coastal Ghana suggest 
that demand for aggregates in 
Ghana greatly exceeds supply. 
Local construction projects suffer 
delays and higher prices due to the 
shortages of aggregate. 

Ghana, Gold, and 

Aggregates

Presently, Ghana is one of the 
world’s leading gold producers and 
is favoured by mining companies 
because of its well-established legal 
system and mining law based upon 
English common law. 

Aggregates are rare in tropical 
settings due to heat and humidity. 
Ghana is no exception, so gravels 
are currently extracted at high 
cost from quarries - an expensive 
and environmentally damaging 
process which generates a product 

unsuitable for many applications. 
As they are preserved below the 
water level, finely washed gravels 
are found on the seafloor even 
where they are unavailable on land. 

Development of the 

Concession

Marine Mining is completing 
its main office complex near 
Accra, and is constructing docks 
and sample processing facilities 
in the western region. All of the 
Company’s developments have 
been designed and constructed by 
local entrepreneurs. 

Marine Mining is in the process of 
acquiring more land in central and 
western Ghana close to developing 
markets. In addition to its own 
construction, the Company is 
planning to build Ghanaian-designed 
barges in local communities in order 
to begin extracting bulk samples. 
Working with local architects, 
we endeavour to focus, as much 
as is possible, on local expertise 
in our effort to maximise coastal 
employment and stimulate local 
entrepreneurial opportunity.

Ghana’s Future growth

The recent discovery of oil on the 
continental shelf of Ghana will 
focus more development in the 
coastal areas of the western region. 
The Ghanaian government expects 
the population there to increase 

by over two million: an expansion 
requiring major improvements 
to local infrastructure, which in 
turn will lead to opportunities for 
the company supplying building 
materials; and local business 
development in transportation 
and construction. The presence of 
attendant business opportunities 
will assist the company in its social 
licence and provide employment.

The company is confident that 
that aggregate operations will be of 
economic benefit to coastal fishing 
communities, some of which have 
reported over 90 per cent declines 
in catches. 

Mitigation of 

environmental impacts

Mitigating environmental impacts 
is a key consideration because 
fish is the most important source 
of protein in the coastal region. 
Marine Mining plans to adhere to 
international standards established 
for marine mineral extraction, 
which includes both selective 
mining practices and remediation.

Marine Mining Corp.
856 Millwood Rd.
Toronto, Ontario
Canada,  M4G 1W6
Tel: +1 416 421 2277
Email: marinemining@gmail.com
Web: www.marinemining.com

Land acquired by Marine Mining (in foreground) has been partially cleared. Axim Bay, western Ghana.
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Billions of people live in energy 
poverty. Worldwide, there are  
an estimated 2.7 billion people 
who burn primitive fuels for their 
light and heat and around 1.3 
billion people that have no access 
to electricity. 

These numbers should be 
unacceptable – addressing them 
requires a shift in perspective, 
mindset and approaches. For 
decades it seemed to be a 
commonsense fact that the poor 
had no electricity – that they simply 

could not afford these things. But 
it is now recognised that there is 
a close link between poverty and 
energy access: the poor remain so 
because they cannot access modern 
energy, and thus cannot benefit 
from it. Without modern energy 
and all it brings, the poor remain 
trapped in the poverty cycle. 

The benefits of modern energy are 
numerous and taken for granted by 
those who have them: steady light, 
constant heat, the ability to cook 
without facing the choking fumes of 

a wood fire. Modern energy allows 
for healthcare services, vaccinations, 
and education in an environment 
conducive for learning. It also creates 
new income earning opportunities 
for the poor. Connecting people to 
power creates entrepreneurs who 
run mobile telephone charging 
stations and gives rise to village  
co-operatives that set up community 
grain mills. The overarching benefit 
of energy to the poor is that it 
reduces their daily burden, freeing 
up their time for other, more socially 
and economically beneficial pursuits. 

Fighting poverty with 

renewable energy access

Increasing access to renewable energy is vital to achieving energy 
for all explains Gil-Hong Kim, Director of the Sustainable 
Infrastructure Division at the Asian Development Bank.
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Energy poverty in Asia 

and the Pacific

The majority of the world’s energy 
poor live in Asia and the Pacific 
region - 1.9 billion people without 
access to modern fuels and 675 
billion people without access to 
electricity. Despite Asia’s continuing 
economic growth, these numbers 
have remained high.

Without modern 
energy and all it 
brings, the poor 
remain trapped in the 
poverty cycle. 

A majority of the Asia-Pacific 
members of the Commonwealth 
are well aware of the challenges 
of energy poverty. Bangladesh and 
Pakistan both have electrification 
rates around the 50 per cent 
mark, and India has hundreds of 
millions of people in fuel poverty 
despite a booming economy. The 
developing countries of the Pacific 
region have some of the lowest 
rates of energy access in the world, 

Access to energy 
has been called the 
missing Millennium 
Development Goal, 
as it affects of all the 
other goals. 

with electrification estimates for 
the Republic of the Solomon 
Islands, Samoa and Tuvalu at only 
single digits.

But successes such as Malaysia 
prove that higher rates of access 
to energy are attainable for Asian 
countries, provided they develop 
the systems to support it. This 
is not limited to constructing 
infrastructure but also setting up the 
policy frameworks that incentivise, 
finance and direct the development 
of greater energy access. 

The poor recognise the benefits 
of energy and strive to afford 
it. Compared to better-off 
households, poor households spend 
a disproportionately large amount 
of their monthly budget on energy 
sources that they can afford, but 
these are mainly low quality fuels 
or unreliable electrical connections. 

Energy and the MDGs

The issue of energy poverty sits at 
the nexus of many development 
concerns. Access to energy 
has been called the missing 
Millennium Development Goal 
(MDG), as it affects of all the other 
goals: reducing poverty, improving 
health, ensuring education, and 
protecting the environment. For 
the Asian Development Bank 
(ADB), maximising access to 
energy for all is one of the pillars 
of its Energy Policy, alongside all 
out support for clean energy in 

ADB and access to  

Energy for All 

ADB launched the Energy for 
All Initiative in 2008, a network 
of stakeholders that includes 
national governments, members 
of the private sector, civil society 
organisations and other groups 
working on the ground, which acts 
as a knowledge platform where the 
best practices and most effective 
models for addressing energy access 
are identified, shared and replicated. 
Investments between 2008 to 2011 
reached US$3.4 billion. 
 
The importance of developing 
successful, sustainable business 
models cannot be underestimated. 
Public money is limited, and 
though grant based approaches 
to energy access may be initially 
effective, they are unsustainable and 
unfeasible as long term solutions. 
ADB and the Initiative are 
exploring innovative ways to use 
public money to catalyse private 
sector involvement in the untapped 
off-grid energy market. The Project 
Development Facility under the 
Partnership aims to provide critical 
financial and technical help to 
pioneering entrepreneurs working 
in energy access, and help build 
both working businesses and 
investor confidence in the market.

The majority of the world’s energy poor live in Asia and the Pacific region 

©Asian Development Bank
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the form of energy efficiency and 
renewable power generation.

The links between the two are not 
readily obvious, but become clearer 
considering that in most areas of 
Asia and the Pacific, national energy 
infrastructure has reached its limits, 
even as energy poverty remains high. 
The solution is to bring energy to 
these off-grid communities through 
on-site power generation and 
the most effective way is through 
renewable energy. 

On-site renewable energy 
generation, using indigenous 
resources of sun, hydro, wind, 
and biomass, overcomes the 
primary infrastructure challenges 
of laying expensive cables across 
challenging terrain – whether 
across mountains, or underwater 
from island to island – and 
removes the need to ship in fuel. 
But despite these infrastructure 
savings, renewable energy 
technologies have a high up-front 
cost that has proven to be a barrier 
to deployment, even for major 
projects. How then do we expect 
poor communities to be able to 
afford these? Must everything be 
grant financed? Or is there enough 
of a market for energy that a 
sustainable solution can be found?

Engaging the public 

and private sector

There are dozens of tested, 
sustainable models for energy 
access. ADB has made it a priority 
to gather information and 
knowledge on these models in 
order to support their scaling up 
and replication. Not all of these 
models utilise renewable energy, but 
two of the most successful models 
have tapped into the off-grid 
energy market by supporting solar 
energy in particular.

Private sector
In India, the social enterprise 
SELCO has been applying a 

highly customer oriented, and 
customisable approach to bring 
access to energy to the poor in 
the Indian states of Karnataka and 
Gujarat. They offer a range of solar 
technologies from photovoltaic 
panels that power single lights to 
lamps which are recharged during 
the day for use at night. By selling 
a diverse number of technologies, 
and offering a variety of payment 
schemes, they reach more people 
than they would if it sold a single 
technology at a standard retail price. 
SELCO’s founder, Harish Hande, 
explained that while the poor are 
unable to pay a monthly electricity 
bill of 300 rupiah all at once, they 
are able and willing to pay 10 
rupiah every day for months to 
charge their lights. 

There are dozens of 
tested, sustainable 
models for energy 
access. 

SELCO’s success has notably 
convinced rural banks, business 
co-operatives, and micro-finance 
institutions to provide financing. In 
cases that customers cannot afford the 
cost of the lighting system, SELCO 
facilitates the customers’ relationship 
to the bank and customises 
repayment of loans. Due to SELCO’s 
pioneering work, many financial 
institutions have created a separate 
line of credit for solar systems.

Public sector
The Infrastructure Development 
Company, Ltd (IDCOL) in 
Bangladesh provides a public 
sector driven approach to 
renewable energy access. It was 
established to help bridge the 
financing gap for developing 

medium- and large-scale 
infrastructure and renewable 
energy projects. IDCOL has 
successfully implemented 
a market-based off-grid 
electrification programme 
using solar home systems. This 
programme is considered to be the 
fastest growing off-grid renewable 
energy programme in the world, 
with 1.1 million solar home 
systems installed in remote off-
grid areas as of September 2011, 
creating access to electricity for 
more than 5 million people. 

IDCOL’s programme is 
implemented through a number 
of partner organisations who 
select the project areas and 
potential customers, extend loans, 
install the systems and provide 
maintenance support. One of these 
partner organisations is Grameen 
Shakti, the Bangladeshi branch 
of the microfinance institution 
Grameen Bank. IDCOL supports 
and incentivises the work of its 
partners through grants, soft loans 
and refinancing. 

IDCOL releases funding 
only after verifying successful 
installation. It also ensures the 
programme’s overall standards 
remain high by setting technical 
specifications for solar equipment, 
providing staff and customer 
training, and through continuous 
monitoring of its partners’ 
effectiveness and performance. 

These are two examples out of 
many models that are tapping into 
the energy market of what is called 
the ‘base of the pyramid’ – the 
world’s poorest communities that 
are nevertheless willing and capable 
of paying for services. 

The International Finance 
Corporation believes that the base 
of the pyramid represents a US$37 
billion dollar market for energy 
– this amount is what the poor 
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currently pay for energy that is 
inefficient, unreliable and in many 
cases, highly polluting. Supplanting 
this with reliable, renewable 
energy is a win-win solution for 
sustainable human development. 

The lack of policy 
adjustment indicates 
a need to reinforce 
the global financial 
architecture to ensure 
better early warning 
systems. 

Enabling investment in this area 
should become a priority for 
governments seeking innovative 
solutions for energy poverty. 
Policy makers should consider 
how to facilitate private sector 
involvement, and not only 
concentrate on entrepreneurs 

but also on the local financial 
institutions that provide financial 
support for entrepreneurs and 
beneficiaries alike. In ADB’s 
experience, tariffs on renewable 
energy technology, such as solar 
lanterns, are another barrier to 
bringing access to energy to 
the poor. Development partners 
should work together to address 
various constraints through 
capacity development, knowledge 
sharing, project development, and 
innovative financing mechanism.

A bright future

2012 is the International Year of 
Sustainable Energy for All which 
has launched these issues into 
mainstream development discourse. 
Sustainable Energy was dramatically 
highlighted at the Rio+20 
conference, where private sector 
entities pledged a total of US$50 
billion towards the UN’s Sustainable 
Energy for All targets, which are: 
universal energy access for all, 
increased use of renewable energy 
and increased energy efficiency. 

Ensuring universal access to energy 
through renewable power creates 

a future that is not only green, but 
also inclusive; where development 
is sustainable and its benefits, such 
as modern energy services reach 
all people. The Commonwealth 
has much to gain from a green and 
inclusive future.

Mr. Gil-Hong Kim is the Director, 
Sustainable Infrastructure Division, 
Regional and Sustainable Development 
Department, ADB where his portfolio 
of initiatives includes access to energy, 
renewable energy and energy efficiency. 
 
The Asian Development Bank 
(ADB) is dedicated to reducing 
poverty in Asia and the Pacific 
through inclusive economic growth, 
environmentally sustainable growth 
and regional integration. Established in 
1966, it is owned by 67 members – 
48 from the region. 
 
Asian Development Bank
6 ADB Avenue
Mandaluyong City 1550
Philippines
Tel: +63 2 632 4444
Fax: +63 2 636 2444
Web: www.adb.org

Modern energy creates new income earning opportunities for the poor.

©Asian Development Bank
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In his treatise on The Wealth of 
Nations, 1776, Adam Smith observed 
that “Nothing is more useful than 
water: but it will purchase scarce 
anything; scarce anything can be had 
in exchange for it. A diamond, on 
the contrary, has scarce any use-
value; but a very great quantity of 
other goods may frequently be had 
in exchange for it.”

The diamond-water paradox has 
since been resolved by marginal 
utility theory. An additional unit 
of water has very little value to an 

individual when water is plentiful, 
while an additional diamond will 
always be valuable both because it 
is beautiful and because it is scarce. 
Living in England, which often has 
more rain than it wants or needs, 
Adam Smith may have taken water 
for granted.  However, at about 
the same time on the other side 
of the Atlantic, Benjamin Franklin 
observed, “When the well’s dry, we 
know the worth of water.”  

In North America’s more 
variable climate, large areas of the 

continent could only be opened 
up for economic development 
through managing and storing 
water, hedging against the natural 
variability through building 
infrastructure which now stores 
an average of 6,000m3 of water 
per person. As a whole, the 
USA is plentifully supplied with 
water, with total renewable water 
resources of over 10,000m3 per 
person per year. Contrast this with 
a country such as Kenya which 
has water storage capacity of just 
60m3 per person, not counting 

The economic impact of 

water scarcity

Dr Ania Grobicki, Executive Secretary of the Global Water 
Partnership discusses the value of water and the economic 
benefits of delivering water security.
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local rainwater harvesting 
technologies. Kenya receives less 
than 1,000m3 per person per year 
of renewable water resources – the 
UN definition of a water scarce 
country.  No wonder the well is 
frequently dry.  

Multiple costs are 
associated with 
situations of water 
scarcity and drought. 

The costs of water 

scarcity

Multiple costs are associated with 
situations of water scarcity and 
drought, due to direct impacts on 
the lives of people and livestock, 
as well as more indirect impacts 
through crop losses, food price rises, 
loss of hydropower production, and 
increased conflict and competition 
over water allocations. It has been 
estimated that the 1999-2000 
drought in Kenya cost the country 
over US$1.4 billion, or 16 per cent 
of GDP. Although that drought 
was exceptionally severe, droughts 
lasting at least two years have 
occurred in Kenya four times over 
the last 22 years (about once every 
five years). This is interspersed with 
severe flooding approximately every 
seven years. It has been estimated 
that this harsh hydrology translates 
into a direct long-term fiscal 
liability to the country of about 2.4 
per cent of GDP per year.

Physical and economic 

water scarcity

The UN estimates that some 300 
million people in sub-Saharan 
Africa are living in a situation of 
water scarcity, and worldwide that 
by 2025, 1.8 billion people could 
be living in water scarce countries 

or regions.  However, these overall 
figures need to be treated with 
some caution.

Water security 
is arguably the 
cornerstone of 
economic growth, 
since it cuts across a 
wide range of  
sectors. 

By thinking through the 
options related to developing 
water resources and building 
infrastructure, one can distinguish 
between a situation of physical 
water scarcity (less than 1,000m3 
per person per day) and economic 
water scarcity, caused by lack of 
investment. Many Commonwealth 
countries, especially island states 
and certain countries in sub-
Saharan Africa, are today classified 
as physically water scarce (see 
Table 1). Population growth and 
a hotter, drier climate are making 
scarce water resources even scarcer 
in countries such as South Africa, 
which teeters on the brink of 
physical water scarcity (decreasing 

from 1,110m3 per person per year 
in 2005, to 997m3 in 2010).  

On the other hand, countries such 
as The Gambia are abundantly 
blessed with water resources of 
over 4,000m3 per person per year, 
and Mozambique with some 
10,000m3 per person per year.  Yet 
many people in The Gambia and 
Mozambique experience economic 
water scarcity due to the lack of a 
safe and easily accessible piped water 
supply. This can be remedied through 
investment in water infrastructure 
and distribution systems. Similarly, 
even for Kenya, the water scarcity 
situation can potentially be 
ameliorated through increasing water 
storage and regional water sharing. 
Figure 1 illustrates that the majority 
of sub-Saharan Africa countries as 
economically water scarce, rather 
than physically water scarce. 

From water scarcity to 

water security

Delivering water security requires 
a country, or communities within a 
river basin, to reduce the destructive 
values of water and to harness its 
productive and beneficial values. As 
shown in Figure 2 (with GDP on 
the Y-axis), an upward shift in the 
‘Water Security S-curve’ is needed 
in order to deliver growth and 
prosperity. For instance, investment 
in water storage infrastructure 
(including natural infrastructure such 
as wetlands) reduces the impacts and 

Figure 1.  Absolute (physical) water scarcity and economic water scarcity (IWMI, 2006).
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Commonwealth country* Population* Total annual renewable water 
resources (2005) 
m3/capita/year**

Total annual renewable water 
resources (2010) 
m3/capita/year***

Antigua and Barbuda 88,000 710 584

Australia 22,073,000 24,710 22,094

Bahamas 342,000 63 58

Bangladesh 162,221,000 8,090 8,252

Barbados 279,000 296 293

Belize 322,130 71,090 59,455

Botswana 1,950,000 6,820 6,099

Brunei 400,000 23,220 21,303

Cameroon 19,522,000 17,520 14,567

Canada 34,053,000 91,240 85,310

Cyprus 803,200 630 706

Dominica 79,000 X X

The Gambia 1,717,000 5,470 4,630

Ghana 23,837,000 2,490 2,181

Grenada 103,000 X X

Guyana 761,000 314,210 319,629

India 1,210,193,422 1,750 1,560

Jamaica 2,721,000 3,510 3,431

Kenya 39,856,000 930 758

Kiribati 99,000 X X

Lesotho 2,000,000 1,680 2,409

Malawi 15,884,000 1,400 1,160

Malaysia 28,356,000 23,320 20,422

Maldives 329,000 91 94

Malta 412,668 130 121

Mauritius 1,285,000 2,230 2,118

Mozambique 22,892,000 11,320 9,281

Namibia 2,131,000 8,810 7,762

Nauru 14,000 X X

New Zealand 4,317,972 83,760 74,863

Nigeria 154,796,000 2,250 1,807

Pakistan 168,052,000 1,420 1,422

Papua New Guinea 6,737,000 137,250 116,798

Rwanda 9,998,000 610 894

St Kitts and Nevis 52,000 560 461

St Lucia 171,000 X X

St Vincent /G renadines 119,000 X X

Samoa 185,000 X X

Seychelles 84,000 X X

Sierra Leone 5,695,000 30,960 27,267

Singapore 4,986,000 139 118

Solomon Islands 913,000 91,040 83,086

South Africa 49,423,000 1,110 997

Sri Lanka 20,743,000 2,600 2,531

Swaziland 1,182,000 4,160 3,803

Tanzania 43,729,000 2,420 ?

Tonga 102,000 X X

Trinidad and Tobago 1,335,000 2,940 2,864

Tuvalu 12,000 X X

Uganda 32,816,000 2,470 1,975

United Kingdom 61,609,500 2,460 2,361

Vanuatu 241,000 X X

Zambia 12,935,000 9,630 8,037

Zimbabwe 12,619,600 1,550 1,591

Table 1.  Per capita water resources of Commonwealth countries, 2005 and 2010.

* Wikipedia, http://en.wikipedia.org/wiki/Member_states_of_the_Commonwealth_of_Nations accessed 3 August 2012
** United Nations Development Report 2 (UNESCO,2006)
*** FAO Aquastat Database, http://www.fao.org/nr/water/aquastat/data/query/results.html accessed 3 August 2012



www.commonwealthministers.com 183

costs of floods and droughts and, 
through the potential for irrigation, 
increases productivity in the 
agriculture sector. Hence it has been 
argued that, using the example of 
Kenya quoted above, decoupling the 
Kenyan economy from its rainfall 
variability by making the country 
more water secure would result in 
economic gains equivalent to 2.4 
per cent of GDP annually.

The Global Water Partnership 
(GWP) supports countries in this 
upward shift through integrated 
approaches to water resources 
management. This ensures that 
information is properly shared, 
and that adequate institutions are 
developed, in order to manage 
the increased investment in water 
infrastructure. Another important 
factor of integrated water 
resources management is of course 
integration. Jurisdiction over water 
is typically fragmented among 
various ministries and agreement 
among various parties needs to be 
reached. Participatory processes 
are of the utmost importance in 
ensuring that stakeholders have 
a voice, and to avoid unintended 
consequences. Water security 
is the ultimate goal, towards 
which integrated water resources 
management provides the means. 

“Water security has been defined 
as the availability of an acceptable 
quantity and quality of water for 
health, livelihoods, ecosystems 
and production, coupled with an 
acceptable level of water-related 

risks to people, environments and 
economies.” Grey, D. and Sadoff, 
C. 2007. 

The economic case 
for investing in 
better water security 
is becoming ever 
stronger. 

Water security is arguably the 
cornerstone of economic growth, 
since it cuts across a wide range 
of sectors – agriculture, industry, 
mining, energy, domestic water 
supply, health, and education. 
Concomitantly, economic and 
social development is very difficult 
to sustain without improvements 
in water resources management. 
The risk of climate change 
exacerbates the situation because 
water is the primary medium 
through which climate change 
will threaten the livelihoods and 
well-being of societies. Investing 
in better water management 
contributes right now to poverty 
reduction in many ways, and in the 
longer term to climate resilience 
and sustainable development.

Conclusion 

Water has always provided 
economists and financiers with 

thorny challenges. It is not a 
‘normal good’, in the sense that 
people do not seek to buy more 
of it as their income increases, 
yet it is essential to life itself. It 
is endlessly renewable through 
the water cycle, yet pure fresh 
water is becoming ever scarcer 
as the world´s population grows, 
and glaciers melt, seawaters rise, 
rivers and groundwater aquifers 
are polluted and depleted, and 
rainfall becomes more variable. The 
economic costs of water scarcity are 
high and growing. Yet the know-
how to attain an acceptable level of 
water security exists. In this rapidly 
changing world, the economic 
case for investing in better water 
security is becoming ever stronger. 

Dr Ania Grobicki is Executive 
Secretary of GWP. Her experience 
and knowledge of water is extensive, 
and includes work on the water needs 
of industry, agriculture and energy, as 
well as research and practice related to 
water supply and reuse, water quality, 
water and health, effluent treatment 
technologies, and integrated catchment 
management. 
 
The Global Water Partnership 
(GWP) was created in 1996 in order 
to support countries in the sustainable 
management of their water resources, 
and functions through a unique network 
of locally driven and staffed Regional 
and Country Water Partnerships. 
GWP has worked with numerous 
governments worldwide to encourage 
water sector reform, to develop water 
financing strategies, to develop integrated 
water resources management and water 
efficiency plans. 
 
GWP Global Secretariat
Drottninggatan 33
SE-111 51 Stockholm
Sweden
Tel: +46 8 522 126 30
Fax: +46 8 522 126 31
E-mail: gwp@gwp.org
Web: www.gwp.org

Figure 2. The Water Security S-curve (GWP Technical Committee 2012)
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Protecting your people 

is our priority

As an ambassador for Duty 
of Care, we believe that 
organisations have clear 
responsibilities for the health 
and safety of their staff.

We help employers deliver on these 
obligations by focussing on risk 
prevention and mitigation. Through 
our real-time medical and travel 
security information, our customers 
can make informed decisions that 
impact their wellbeing. With a phone 
call, our physicians, security logistics 
experts and aviation co-ordinators 
offer emergency help. In crises, we 
serve as a safety net to provide trusted 
advice and organise evacuations and 
repatriations to a safe haven.

Experience when it 

counts

For nearly three decades, we 
have supported major medical 
challenges from SARS in 2003, 
the Boxing Day tsunami in 2004, 
the 2010 Haiti earthquake to the 
2011 Japanese tsunami. During 
significant world events impacting 
travel security, such as the conflict 
in Lebanon in 2008 and the Arab 
Spring in 2011, we have evacuated 
thousands of our members.

A global network for a 

local response

Our unique capabilities extend to 
all corners of the globe. With over 
10,000 employees and operations 
in over 700 sites in 76 countries, 
our network spans 73,000 medical, 
security and logistics providers. 
These are all accredited via rigid 
protocols, site surveys and annual 
evaluations. We support over 70 
per cent of the Fortune Global 
500 companies providing medical 
oversight, customer service, quality 
management, clinic management and 
supply chain management services.

Bespoke Government 

Services

With a dedicated Government 
Services Practice, we have 
more than 100 federal, state 
and international government 
organisations as customers 
including engagements with the 
UK and the EU. Our solutions to 
these organisations are bespoke, 
ranging from prevention plans 
and training to management of 
medical services, assistance and 
evacuations. This approach helps 
these organisations become more 
cost-effective and better utilise 
their resources, so they can fulfil 
their missions in any environment. 

By providing performance 
transparency and implementing 
outcome management, 
International SOS contributes to 
the government quality agenda.

Working with the 

community

We also help organisations fulfil 
their public health agenda through 
our work on community health 
projects across medically deficient 
geographies, from Africa to 
Indonesia. Alongside local health 
authorities, we manage projects and 
set up general health guidance and 
programmes with specific focus 
on vaccination or malaria control. 
We are recognised by local health 
authorities as a means to improve 
local health conditions, some with 
very significant results such as the 
eradication of malaria within an area. 

Expert, informed and globally 
present, International SOS is here 
to help.

International SOS  
Assistance (UK) Ltd
Chiswick Park, Building 4,
566 Chiswick High Road,
London, W4 5YA
Tel: +44 (0)20 8762 8000
Web: www.internationalsos.com

International SOS

As the world’s leading medical and travel security risk services company, 
International SOS cares for millions of employees, business travellers and global 
assignees by providing access to healthcare, travel security and assistance services 
in times of need.

Organisation Profile
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A global challenge

The roll call of recent major 
disasters provides grim illustration 
of the human and economic 
toll of natural hazards. Globally, 
2011 was the most financially 
costly year on record, with losses 
totalling over US$380 billion. 

Since 2000, 22 of the largest 
disasters in Commonwealth 
countries have triggered losses of 
US$37.7 billion, according to the 
World Bank’s Damage and Loss 

Assessment database. This includes 
the 2010 floods in Pakistan, which 
caused over US$10 billion in losses 
and affected the lives of over 20 
million people. In the Horn of 
Africa, the extended 2008-2011 
drought left 3.7 million people 
without food and clean water, and 
caused estimated losses in Kenya 
alone of US$12.1 billion. This 
caused an estimated 2.8 per cent 
deflection in economic growth. In 
small island states, the impact can 
be even more crippling: Hurricane 

Tomas devastated St Lucia in 2010 
and wiped out 43 per cent of GDP.

Aside from the devastating 
humanitarian impact, natural 
disasters are also a growing 
challenge to fiscal account 
management, particularly in low 
and middle-income countries. 
Here, territorial planning, 
enforcement of building codes 
and effective emergency response 
mechanisms can often be lacking. 
Rapid urbanisation and climate 

Building financial 

resilience against 

natural disasters and 

climate change

Francis Ghesquiere and Olivier Mahul at 
the Global Facility for Disaster Reduction 
and Recovery discuss the challenges created 
by natural disasters and climate change to fiscal 
account management and outline steps that 
governments should take to overcome them. 
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change pressures compound 
this. Fast growing economies 
experience exponential growth 
in assets exposed to the threat 
of damage from natural hazards. 
Without sufficient risk mitigation 
programmes, governments 
experience increasing volatility 
on fiscal revenue and budget 
appropriation; this can in turn 
impact the delivery of public 
services and investments.

Aside from 
the devastating 
humanitarian impact, 
natural disasters are also 
a growing challenge 
to fiscal account 
management. 

Budget protection 

strategies

As part of broader fiscal risk 
management, greater financial 
resilience to disasters can be 
achieved though establishing a 
budget protection strategy. This 
paper outlines three key steps 
Commonwealth nations may 
consider when thinking about 
developing a budget protection 
strategy focused on disaster. 
1. To assess contingent liabilities 

associated with natural 
disasters; 

2. To improve capacity of 
the state to finance disaster 
response; 

3. To reduce financial exposure 
of the state. 

Assessing the 

contingent liabilities 

Natural disasters can create major 
explicit or implicit contingent 

liabilities for governments. 
In many countries, the law 
defines the responsibility of the 
government in case of natural 
disasters. This may include losses 
incurred on government assets as 
well as emergency assistance to be 
provided to private parties (such 
as low income households). These 
potential losses are called explicit 
contingent liabilities because they 
are clearly defined in the laws of 
the country. Despite sometime 
clear regulations defining the 
limits of government responsibility, 
political and social pressures 
often lead government to accept 
additional liabilities after the 
occurrence of the disaster. These 
implicit contingent liabilities are 
often the most difficult to assess 
and manage from a budgetary 
perspective. Not only is the event 
triggering them uncertain and 
high volatile, but their nature itself 
is difficult to predict and quantify.

Quantifying the contingent 
liabilities associated with adverse 
natural events can be done based 
on historical analysis, and will 
generally be complemented with 
information from probabilistic risk 
models. Analysis of post-disaster 
budget allocation over time can 
give a good sense of the recurrent 
needs governments face, but 
will not capture potential losses 
from low-frequency, high-impact 
events. Advanced probabilistic risk 
modelling techniques can help 
assess the potential for major losses 
in a given territory, such as the 
long-term average annual loss or 
probable maximum loss.

Improving post-

disaster budget 

response 

Mobilising budget resources 
after a disaster
An effective budget management 
strategy should allow for rapid 
mobilisation of resources in case 
of a disaster, while protecting the 

fiscal accounts. When confronted 
by a natural disaster, governments 
will have to mobilise resources 
quickly without jeopardising their 
fiscal balance. This is generally done 
by building a financial protection 
strategy that combines a number 
of instruments to match potential 
financial needs and manage 
volatility on the fiscal accounts.

Understanding the timing 
of funding needs is essential. 
Immediate resources will be 
needed to support relief and 
early recovery operations, but the 
majority of the spending needs 
will only emerge several months 
later when the reconstruction 
programme starts. 

Assessing exposure to natural 
disasters in the Pacific using 
catastrophe risk models 
The Pacific Catastrophe Risk 
Assessment and Financing 
Initiative (PCRAFI) is a joint 
initiative among the Secretariat of 
the Pacific Community (SOPAC), 
The World Bank and the Asian 
Development Bank, with financial 
support from the government 
of Japan and the Global Facility 
for Disaster Reduction and 
Recovery (GFDRR). Detailed 
risk assessments were conducted 
for 15 nations in the Pacific 
region quantifying potential 
disaster losses. This includes the 
most comprehensive analysis of 
buildings, infrastructure and cash 
crop exposure ever conducted 
for the region. Eleven countries 
were visited to survey more than 
80,000 buildings, digitising the 
footprints of 450,000 buildings 
from satellite imagery, as well as 
inferring from satellite imagery 
2,900,000 buildings and other 
assets. These maps will be shared 
through an open risk information 
platform as powerful visual tools 
for informing decisions.
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Various financial instruments 
are available to build a budget 
management strategy. For example, 
reserve funds provide resources 
that can be mobilised quickly, 
but can be in high competition 
with other needs. Borrowing can 
be an effective way to finance 
reconstruction programmes because 
it distributes losses over time, but 
funds can be slow to arrive and 
costly to finance. Market-based 
risk transfer instruments, such as 
parametric insurance, can provide 
resources quickly, but remain 
comparatively expensive. With this 
range in mind, governments can 
take a three-tiered approach to 
ensuring immediate liquidity after a 
disaster, exploiting the full range of 
instruments available (figure 1). 

Market-based risk transfer is 
usually an effective but expensive 
proposition for governments 
that otherwise have access to 
sovereign financing. The swiftness 
at which risk transfer instruments 
can provide liquidity – without 
requiring access to credit – can be 
attractive. This is particularly the 
case for small states that do not 
generally have sufficient capacity 
to build reserves and are restricted 
in their access to credit due to 
high debt ratios. The Caribbean 
Catastrophe Risk Insurance Facility 

(CCRIF) is an example where 
small island states acted together to 
create a regional reserve mechanism 
to secure access to immediate 
liquidity in case of a major disaster. 

Analysis of  
post-disaster budget 
allocation over time 
can give a good sense 
of the recurrent needs 
governments face. 

Ensuring timely and effective 
recovery
Delays in recovery operations 
are usually due to difficulties 
in appropriating and executing 
resources that are readily available. 
Systems must be put in place to 
ensure effective response at every 
step of the chain, from resource 
mobilisation to execution.

The administrative and legal 
dimension is as important as the 
financing strategy itself. This 
includes: (i) the legal framework 
for emergencies (who declares 

an emergency and under what 
circumstances?); (ii) the budget 
appropriation and execution 
(who appropriates the budget 
and how are the funds transferred 
to the line ministries?); (iii) the 
fiduciary control (what controls 
and safeguards exist to ensure 
that funds are used efficiently and 
effectively and how are waivers, if 
any, processed? How will the use 
of funds be tracked? When are 
audits conducted?); and (iv) pro-
active procurement (can specific 
emergencies be predicted and 
contracts be tendered in advance? 
Can the government ask suppliers 
to hold minimum amounts of 
supplies that will be purchased at a 
set price?).

In an emergency, control over the 
use of resources is often waived, 
leading to significant leakage when 
public finance is already scarce. 
Emergency budget appropriation 
systems should include specific 
controls and mechanisms to ensure 
accountability and transparency. 
These controls should be adapted 
to the emergency context. For 
example, many ex-ante controls can 
be delegated to decision makers 
on the ground and replaced with 
ex-post controls (additional audits, 
added transparency in the use of 
resources, etc.).

High Risk Layer
(e.g., major earthquake, major 

tropical cyclone)

Medium Risk Layer
(e.g., floods, small earthquake)

Low Risk Layer
(e.g., localised floods, landslides)

Disaster Risk Insurance
(e.g., Parametric insurance,  

cat bonds)

Contingent credit

Contigency budget, reserces,  
annual budget allocation

Disaster risk Disaster risk financing 
instruments
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Figure 1. Three-tiered risk layering strategy
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Reducing financial 

exposure 

The most effective way to reduce 
risk over time is to adopt strict 
territorial planning systems and 
promote the use of safe building 
standards. Investment in drainage, 
flood protection, retrofitting of 
infrastructure can also help reduce 
existing risks. Promoting the use 
of insurance in both the public 
and private sector can also help 
reduce the contingent liabilities 
of governments by transferring 
the risk to third parties, such as 
insurance companies.

Insuring public assets 
Public buildings and infrastructure, 
such as schools, hospitals, roads 
and bridges, can be severely 
affected by adverse natural events 
and represent a major contingent 
liability for governments. 
Insuring public assets can be 
an effective way to reduce the 
explicit contingent liability of 
government and limit the volatility 
on government budget accounts. 
Some middle-income countries 
require that public assets have 
property insurance coverage 
against natural disasters, such as 
Mexico and Colombia. In practice, 
this is rarely done efficiently, 
because of the difficulty in setting 
up coherent national programmes 
and because public managers often 
lack basic information to select a 
cost-effective insurance coverage. 
A key lesson emerging from the 
2010/11 floods in Queensland, 
Australia was that the insurance 
of public assets is critical, and that 
risk-pooling at the local council 
level could offer significant cost 
benefits in this regard.

Property catastrophe risk 
insurance 
Promoting private insurance 
can help reduce the implicit 
contingent liability of government 
and help increase the resilience of 
society as a whole. By promoting 

competitive property insurance 
markets, governments can help 
shift the burden of post-disaster 
recovery to specialised risk 
carriers like insurance companies 
and contribute to increasing 
the resilience of its economy. 
A property legal and regulatory 
system is essential to support the 
development of a sustainable 
property catastrophe insurance 
market, where premiums reflect 
the underlying risks. Basic risk 
market infrastructure should be in 
place to support the development 
of catastrophe risk insurance. This 
includes product development, 
risk assessment and pricing 
methodology, underwriting and 
loss adjustment procedures and 
distribution channels.

Systems must be put 
in place to ensure 
effective response 
at every step of the 
chain, from resource 
mobilisation to 
execution. 

Conclusion

With the three steps set out 
in this paper, policy makers in 
Commonwealth nations have 
a framework that can assist the 
development of a sustainable and 
cost-effective fiscal management 
programme against natural 
disasters. Each step should be 
further detailed into an action 
plan based on the characteristics 
and challenges of each country. 
The action plan should lay out 
short, medium and longer term 
objectives. This operational 
framework is relevant not only 

for national governments but also 
for local governments aiming at 
increasing their fiscal resilience 
against natural disasters. In the 
context of climate variability and 
increasing exposure to disaster 
risks, building financial resilience 
at all levels of the state is critical to 
ensure to protect all our futures.  

Francis Ghesquiere is Manager of 
The World Bank’s Disaster Risk 
Management Practice Group and 
Head of the GFDRR Secretariat. 
He has led the development of 
flagship programmes in disaster risk 
management, and was a key actor in 
the design of new policy instruments 
to help accelerate The World Bank’s 
response to disasters.  
 
Olivier Mahul is Programme 
Coordinator for The World Bank 
Disaster Risk Financing and Insurance 
Programme. He has advised on the 
design and implementation of disaster 
risk financing programmes in several 
developing countries, and is one of the 
architects of both the CCRIF and 
PCRAFI. 
 
The Global Facility for Disaster 
Reduction and Recovery (GFDRR) 
is a global partnership programme 
in The World Bank’s Sustainable 
Development Network, launched 
by The World Bank, the UN and 
donors in 2006. As The World 
Bank’s knowledge hub and ‘anchor’ 
on DRM, GFDRR has several years 
experience supporting innovation 
in the fields of probabilistic risk 
assessment, mainstreaming of risk 
information in policy and operations, 
and risk financing.
 
Global Facility for Disaster Reduction 
and Recovery (GFDRR)
The World Bank, 1818 H Street NW
Washington DC 20433
USA
T: +1 202 473 8460
F: +1 202 522 3227 
Web: www.gfdrr.org



Disaster preparedness and relief costs governments 
billions of dollars a year. Make sure you re prepared. 
The Aid and International Development Forum (AIDF) provides an opportunity for 
individuals from NGO, UN, Government and the corporate sector to network, build 
partnerships and address global humanitarian and development challenges.

For more information on partnerships, speaking and exhibiting, please contact:
Sula Bruce, Project Director   |  E. sbruce@aidforumonline.org  |  T. 00 44 207 871 0188

Building partnerships for relief and development

AIDF has allowed me to build a very diverse 
level of partnerships with big organizations 
who are interested in humanitarian affairs as 
well as small entrepreneurs.
Rosa Malingo, Chief of External Relationships and 
Partnerships, UN OCHA

AIDF is great platform for aid and 
development professionals to network, 
interact with new products and share 
best practice.
Rob McConnell, Board Member, 
Humanitarian Logistics Association (HLA)

Interact  Discover  Explore  Network  Learn 
WWW.AIDFORUMONLINE.ORG

AIDF Asia-Pacifi c 
30-31 January 2013
IMPACT Exhibition and 
Convention Center, Bangkok

AIDF Washington D.C.
21st-22nd May
Walter E. Washington 
Convention Centre

AIDF Asia-Pacifi c 
13th-14th November
IMPACT Exhibition and 
Convention Center, Bangkok
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Vodacom is an African mobile communications company providing voice, 
messaging, data and converged services to just over 47 million customers. 

51m
people

2m
people

48m
people

25m
people

72m
people

Note: As at 31 March 2012

From our roots in South Africa, we have 
grown our operations to include 
networks in Tanzania, the Democratic 
Republic of Congo (‘DRC’), Mozambique 
and Lesotho. Vodacom is majority 
owned by Vodafone, one of the world’s 
largest mobile communications 
companies by revenue. We’re listed on 
the JSE Limited and our head office is 
in Johannesburg, South Africa.

FY 2012 Contribution

%

a SA 60.5%

b International 39.5%

Customers

b 60.5%
a

a SA 80.5%

b International 19.4%

Capital expenditure

b

a SA 83.1%

b International 17.4%

Service revenue

b

a SA 93.4%

b International 6.4%

EBITDA

b

83.1%
a

93.4%
a

80.5%
a

South Africa Tanzania DRC Mozambique Lesotho

Population: 51 million 48 million 72 million 25 million 2 million

Customers: 28.9 million 9.7 million 5.6 million 2.8 million 0.8 million

Shareholding: 93.75% 65% 51% 85% 80%

SIM penetration: 132% 49% 21% 32% 57%
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In Sierra Leone around 1 per cent 
of people are internet users; in 
Australia the figure is 90 per cent 
and 84 per cent in the UK. Such 
stark contrasts emphasise the huge 
diversity of access to ICT that exists 
between Commonwealth countries. 
However, in both rich and poor 
countries there remain significant 
challenges in financing the delivery 
of an efficient ICT infrastructure.  

In order to grapple with such 
inequalities, there have often 
been calls for the creation of an 
international fund that could be 

used to support relevant ICT 
interventions. None of these have 
yet managed to attract sufficient 
funding, and so alternative 
mechanisms for supporting the 
development of innovative ICT 
initiatives are necessary.

In June 2012, the Commonwealth 
Telecommunications Organisation 
(CTO) held its annual Connecting 
Rural Communities Africa Forum 
in Freetown, Sierra Leone, 
focusing on ways through which 
innovative financing mechanisms 
can contribute to the expansion 

of digital connectivity in some of 
the poorest countries of Africa. 
This article highlights some of 
the discussions held at the Forum, 
and explores key issues involved in 
financing ICT, especially for poor 
and marginalised communities. 
However, it must be recognised 
that this is not just a challenge 
for poor countries as even within 
the more affluent countries of 
the Commonwealth, there is 
considerable diversity of access. 
Remote rural areas are often 
disconnected even in the richest 
countries, and socially marginalised  

Challenges of financing 

ICT in marginal contexts

Tim Unwin, CEO of the Commonwealth Telecommunications 
Organisation explores the financing options available for 
implementing effective ICT solutions in marginal contexts where 
the private sector fails to invest because of a perceived lack of 
profit potential.
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communities, such as those with 
disabilities, likewise also often have 
limited access to the benefits that 
ICT can provide.

Governments have 
found that financing 
universal access 
and services, both 
spatially and socially, 
remains a significant 
challenge. 

Beyond the power of 

the market

It has long been argued that 
deregulation and liberalisation of the 
ICT sector will automatically reduce 
prices to the consumer, thereby 
increasing access to greater numbers 
of people who would not otherwise 
be able to afford it. To be sure, 
where the market is of sufficient 
size to generate enough demand 
for the services offered, thereby 
encouraging several operators to 
engage, this can be an effective 
mechanism to deliver services 
to the majority of the people. 
However, governments have found 
that financing universal access and 
services, both spatially and socially, 
remains a significant challenge. The 
market may cater for the majority, 
but can never by itself deliver 
equality of access to everyone. It is 
at this point of market failure that 
alternative financing mechanisms 
become essential, and the choices 
made tend to reflect political 
ideology as much as any rational 
economic arguments.

In order to ensure that the market 
operates effectively in the interests 
of the majority, most states have 

created regulatory mechanisms 
designed to address the balance 
between private sector profits and 
the prices paid by consumers, as 
well as issues such as spectrum 
management and legal frameworks. 
The intention is to ensure that 
market solutions deliver effective 
outcomes for as many people 
as possible, while also enabling 
companies to invest in the 
development of new technologies 
and return sufficient profit to  
their shareholders.

Nevertheless, there are three 
contexts in Commonwealth 
countries that present particular 
challenges for such market 
solutions, and require alternative 
financing mechanisms. First 
many Commonwealth countries 
are very small and do not have 
sufficient market sizes to warrant 
the competition that would drive 
down prices. Financial incentives to 
encourage a plurality of operators 
are therefore often necessary.  

Financial incentives 
to encourage a 
plurality of operators 
are therefore often 
necessary. 

Second, small island states are 
relatively isolated and require 
considerable sums to be invested 
to provide any kind of broadband 
connectivity in the first place. The 
International Telecommunications 
Union, the CTO and the Pacific 
Islands Telecommunications 
Association grappled with this 
important issue at the first Pacific 
Broadband Forum held in Fiji in 
July 2012.  

Government 
intervention in 
the market place is 
essential to seek to 
encourage private 
sector investment. 

Third, some Commonwealth 
counties have a combination of 
large urbanised areas and very wide 
expanses of largely uninhabited 
land as in Australia and Canada. 
In such circumstances providing 
access everywhere becomes difficult. 
After many years of struggling 
to encourage the private sector 
to deliver high-speed broadband 
solutions more widely, the Australian 
government has thus begun to 
create a National Broadband 
Network which, within a decade, 
will provide optic fibre connectivity 
to 93 per cent of the population, 
with the remaining 7 per cent being 
served by fixed wireless and satellite 
solutions. NBN Co, the company 
established by the government to 
implement the service, will then sell 
wholesale services to retail providers 
at a uniform price across the 
country. The Australian government 
is to invest some Aus$27.5 billion of 
the estimated Aus$35.9 billion that 
this initiative will cost, and although 
this decision has undoubtedly 
been controversial, the majority of 
companies and the population as a 
whole appear to have welcomed it.

In all of these scenarios, government 
intervention in the market place 
is essential to seek to encourage 
private sector investment, whilst also 
providing value for money services 
for citizens. Beyond the market 
efficiency gap there is a further 
access gap that requires some form 
of additional funding. 
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It is crucial for such 
partnerships to be 
conceptualised and 
implemented with 
great care, ensuring 
that those involved 
are appropriately 
trained. 

Universal service funds

One key financial intervention 
that some governments have made 
is in creating Universal Service 
(or/and Access) Funds to enable 
connectivity to be delivered beyond 
the reach of the market. Although 
connectivity alone is not enough 
to ensure that the benefits of ICT 
can be gained by all those living in 
marginalised areas since appropriate 
services and content are essential 
for the success of such schemes, 
providing connectivity is a crucial 
first step. Such funds are usually 
generated through additional levies 
on private sector companies, but 
sometimes also include direct 
subventions from national budgets.

There is considerable 
variation in practice 
with respect to the 
implementation of 
funds. 

There is nevertheless considerable 
debate about the efficacy of such 
funds, particularly over which 
services should be subject to a 

levy and the ways in which the 
funds’ resources are distributed. 
Some commercial interests at the 
Connecting Rural Communities Forum 
thus argued strongly that such 
funds actually damaged roll-out of 
services into rural areas for three 
main reasons: they reduce operator 
profits that could be reinvested 
into expanding the business into 
rural areas; they increase the costs 
of providing services, because 
operators have to pass on the levy 
to consumers; and governments are 
less efficient than the private sector 
in actually delivering the services.

There is also considerable variation 
in practice with respect to the 
implementation of such funds, 
and government levies for them 
often spread much wider than just 
the telecommunications sector. 
The 2007 law establishing the 
National Information Technology 
Development Fund in Nigeria, 
for example, sought to compel all 
banks and insurance companies, as 
well as ICT companies, to dedicate 
1 per cent of their profits to the 
fund. Likewise, in 2009, there was 
considerable opposition to the 
Kenyan government’s plans to levy 
a fee on all telecommunications 
licensees with an annual gross 
turnover of US$128,205 that would 
provide support to the Kenyan 
Universal Service Fund alongside 
appropriations from the government 
as well as addition donations. 

A key challenge with such funds 
concerns the actual uses to 
which these resources are put. 
One of the earliest countries in 
Africa to create such a fund was 
South Africa where the funds 
were initially used to establish 
telecentres. The challenge is that, 
as elsewhere, many of these were 
not self-sustaining. In contrast, 
in Uganda, where a Rural 
Communications Development 
Fund was set up in the early 2000s, 
much of the money was used to 

support a minimal level internet 
point-of-presence in every District 
Centre. In Ghana, a priority has 
again been the creation of multi-
purpose telecentres in underserved 
areas, but here allocations 
of funding have been on a 
competitive basis through an open 
bidding process. 

If the market alone 
cannot deliver for the 
most marginalised, 
one effective option 
for governments is 
to work closely in 
collaboration with the 
private sector. 

Multi-stakeholder 

partnerships 

Another important means 
of financing innovative ICT 
interventions is through the use 
of multi-stakeholder partnerships 
and private finance initiatives. If 
the market alone cannot deliver 
for the most marginalised, one 
effective option for governments 
is to work closely in collaboration 
with the private sector, to share 
the risks and generate larger levels 
of finance than can be achieved by 
either alone.

Carefully crafted multi-stakeholder 
partnerships between governments, 
the private sector and civil society 
can share experience and resources 
to help implement change. The 
challenge is that they are not easy 
to implement effectively, and 
require considerable care in their 
design. Whilst partnerships were 
widely espoused at the CTO 
gathering in Freetown as being 
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Carefully managed 
universal service 
funds can be used 
creatively to deliver 
solutions beyond  
the reach of the 
market. 

essential for effective delivery of 
ICT services in marginal settings, 
most participants referred to 
these simply in a general way. 
In order to use the additional 
financing available through 
such partnerships effectively for 
delivering sustainable development 
outcomes, it is crucial for such 
partnerships to be conceptualised 
and implemented with great care, 
ensuring that those involved are 
appropriately trained.

Conclusions

This overview has sought to 
emphasise two main features of 
ICT financing. First, it is essential 
for governments to ensure that 
appropriate regulatory frameworks 
are in place so that the market 
operates efficiently in delivering 
value for money services to 

as many people as possible. 
The level and structure of such 
regulation will nevertheless vary 
considerably depending on local 
context. Second, in order to deliver 
connectivity to spatially or socially 
marginalised individuals and 
communities, alternative funding 
mechanisms are essential. In many 
instances, carefully managed 
universal service funds can be 
used creatively to deliver solutions 
beyond the reach of the market, but 
the management of these requires 
not only vision and foresight, but 
also commitment on the part of 
governments to deliver solutions 
that the private sector by itself is

It remains essential 
for finance ministries 
to work together 
closely with other 
government 
departments. 

unwilling to tackle. In other 
contexts, carefully crafted and 
managed multi-stakeholder 
partnerships can also be an 

effective way of financing the 
implementation of ICT solutions 
in marginal contexts. Above all, 
it remains essential for finance 
ministries to work together 
closely with other government 
departments, regulators and 
associated agencies, if such 
initiatives are to be successful.

Professor Tim Unwin is CEO of the 
CTO, UNESCO Chair in ICT4D at 
Royal Holloway, University of London 
and Chair of the Commonwealth 
Scholarships Commission. He is 
committed to helping people to develop 
practical solutions that will enable poor 
and marginalised communities to benefit 
from the potential of ICT. 
 
Commonwealth Telecommunications 
Organisation (CTO) uses its 
expertise and networks to support 
members in using ICT to deliver 
effective development interventions that 
enrich, empower and emancipate all 
peoples within the Commonwealth and 
beyond. 
 
Commonwealth Telecommunications 
Organisation
64-66 Glenthorne Road, 
Hammersmith,   
London, W6 0LR, UK
Tel: +44 (0)208 600 3800
E-mail: t.unwin@cto.int
Web: www.cto.int



NIGERIAN INSTITUTE OF 
WELDING

............centre of excellence in welding engineering and technology..................

NIW is home to Nigeria’s centre of excellence in 
welding engineering and related technology. The 
core focus of NIW’s vision is the improvement 
of welding technology and related practices 
in Nigeria and in the West Africa region 
through the application of modern welding 
technology practices. This forms the basis for 
our dedication to research and development in 
welding practice and our technical collaboration 
with sister -welding organizations globally. In 
the last few years, we have achieved quite a lot 
in the development of capacity and still forging 
ahead to meet our self imposed high target. 
.At NIW, we are always ready to embrace new 
challenges, and establish new alliances. We 
enjoin you to come visit us, partner with us and 
engage our services.

PRESIDENT’S DESK

Solomon. I. Edebiri Jp,MON
President, NIW

   COLLABORATIONS

SCOPE OF SERVICES

The activities of the Nigerian Institute of welding service spans all through the 
oil and gas, manufacturing and construction, Ship Building and transportation 
industries. It achieves these services through its array of technical collaborations 
and Mutual Recognition Agreement (MRA) with the Standards Organization of 
Nigeria which enables it to carry out the following functions in country;

 · Education, Training and Certification of  Welding Personnel, Projects 
and Materials

 · Standardization/Codes Implementation in Welding Practice
 · Certification of  Welding Procedures/Personnel
 · Organization of Conformances, Seminars and Symposia
 · Establishment of Small and Medium Scale Industries
 · Auditing of Personnel, Industrial Materials and Equipment
 · Monitoring and Control of Environmental Management Systems
 · Supervision, Surveillance and Control of Welding  Activities

N
I

W

NIW- ….Affecting The Quality Of Life In West Africa Through The Application Of Welding Technology….

International Institute of Welding 

Southern African Institute of Welding

UNOPs
United Nations Office for projects 
Services

Standards Organisation of Nigeria

Council for the Regulation of 
Engineering in Nigeria

Niger Delta Development Commission

Petroleum Technology Development 
Fund

CONTACT DETAILS

Nigerian Institute of Welding Head Office
No 5, Bakpa Street, Off Waicco Road, Effurun /Sapele Road
Effurun, Delta State

Tel: +2348033084842 - 8068687522 - 8035425853,70
E-mail: info@niginstituteofwelding.com
Website: ww.niginstituteofwelding.com
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In a world where democracy  
cannot be taken for granted . . .
. . . turn to International IDEA 
The International Institute for Democracy and Electoral Assistance

HEADQUARTERS

Strömsborg
SE-103 34
Stockholm
Sweden   
Tel: +46-8-6983700
Fax: +46-8-202422
Email: info@idea.int 
Website: www.idea.int

International IDEA

Our mission is
to support sustainable democratic 
change through provision of 
comparative knowledge, and 
assisting in democratic reform, and 
influencing policies and politics.

Our Programme
Democracy cannot be imposed or exported, but it 
can be supported. And because those working for 
democratic reform can be inspired by what others 
are doing elsewhere around the world, we play 
an instrumental role in supporting initiatives in:

As democratic institutions and processes operate in national and 
international political contexts we are developing and mainstreaming the 
understanding of how democracy interplays with:

* Conflict and security
* Gender
* Diversity
* Development 

AFRICA OFFICES

Regional Office
International IDEA Africa Office
337 Brooklyn Drive
Lord Charles Office Park
(Building A, 1st Floor West Wing)
Brooklyn, Pretoria 0181
South Africa 
Tel +27 12 460 5305
Fax +27 12 346 2581

Ghana Office
International IDEA West Africa
DTD 64, First Floor, Total House
25 Liberia Road
Accra
Ghana 
Tel +233 21 662 993
Fax +233 21 663 199

An International IDEA Liaison Office to the African Union based in Addis Ababa, Ethiopia will be opened during 2010.

Sudan Office
International IDEA Khartoum

Block 11, Street No 49

Al-Imtidad East/Amaraat

Khartoum

Sudan

Phone +249 18 349 7200/01

Fax +249 18 35 87 100

Electoral Processes Constitution Building Processes

Political Parties, 
Participation and 
Representation

Democracy and Development

For more information www.idea.int
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