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Introduction

During recent decades the world has been characterised by increasing
interdependence of national economies and of the international scope of
markets, distribution systems, capital, labour, and technology. This trend
towards globalisation has been manifested in the sustained growth of
world trade and flows of investment and technology as well as in the con-
vergence of national economic and social systems. For most regions this
growing integration has led to rapidly increasing per capita incomes, while
Africa has stagnated at the income level achieved about three decades ago.
The question posed in this paper is whether Africa can link up with the
rest of the world and start a catch-up process, or whether marginalisation
is inevitable.

The paper is structured as follows: the second section looks at whether
Africa has really been marginalised or in what sense this has happened.
This is done through a comparison with other regions. The third section
investigates to what extent Africa has been open to the rest of the world.
The fourth section looks at structural adjustment policies introduced from
the 1980s onwards to open up African economies and discusses the
impacts of these reforms. The fifth section looks at possible reasons as to
why Africa has not taken off, while the final section discusses the way for-
ward for Africa. 

The facts of African marginalisation

After World War II Africa was a reasonably important trading partner and
an interesting arena for foreign investment. During the period up to the
early 1960s the continent went through a process of decolonisation. In
terms of development strategy the liberation did initially not imply any
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dramatic changes, but gradually the emphasis on import substitution
industrialisation increased. Still, during the early import substitution
phase most countries saw increasing per capita incomes. Around 1970 there
were signs of emerging problems with increasing balance of payments
deficits, which were typically covered by tightened foreign exchange con-
trols and higher tariffs. With the first oil crisis in 1973 the balance of pay-
ments problems became acute, but many countries sharpened their
inward orientation further instead of undertaking economic adjustment.
There were even countries, such as Tanzania, that saw it as a virtue to
become ‘self-reliant’. To a large extent the partial de-linking of Africa from
the international economy at this time was a conscious choice by the gov-
ernments of the newly-independent countries. African countries could
continue along this route for some years with the help of aid and foreign
loans, but by 1980 this strategy was no longer feasible. Interest rates shot
up, creditors were not willing to continue lending and donors did not any
longer approve of the development strategies in place. Then African coun-
tries entered the era of structural adjustment policies under the guidance
of the IMF and the World Bank. A major ingredient of these policies was
to open up African economies, and we will return to these attempts below.

The first question considered by this paper is whether it is true that
Africa has been marginalised in the world economy. There are essentially
two types of indicators that we can look at as measuring links with the
world economy. We can look at the share of African economies in world
trade or world foreign investment. Alternatively we can look the shares of
trade flows or foreign investment in the GDPs of African countries. The
first looks at whether Africa is important to the world, while the second
looks at how important the world is to African economies. Finally, we also
look at the share of Africa in world production.  

In the 1970s the share of Sub-Saharan Africa in world exports was close
to 4%, but this has declined very significantly since then. Table 1 shows
that Sub-Saharan Africa saw a continued decline in its share during the
1990s, when its share in exports of goods and services fell from 1.9% to
1.3% of the total. It is clear that, on this score at least, Africa is being mar-
ginalised. Its share in commercial services is even lower. A possibly
encouraging sign is that the share of manufactured goods in merchandise
exports has increased.
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Table 2 shows that African economies at independence in the early
1960s were more trade-dependent than any of the other regions, and that
it was not until the 1990s that the East Asia and Pacific region surpassed
Africa in trade intensity. It is clear that although African economies are
highly dependent on the world market, they have become increasingly
marginal to that market.

Next we look at financial flows. Table 3 shows that net resource flows
(essentially long-term debt plus net direct foreign investment, portfolio
equity flows and official grants) have been relatively large. It is, for exam-
ple, larger than the flow to the more populous South Asia. So in terms of
aggregate flows African marginalisation is not extreme. But maybe the

Table 1: Share of major regions in world exports (%)

Share of 
Goods and Commercial manufacturing in 
services Merchandise services merchandise exp.

1990 1999 1990 1999 1990 1999 1990 1999

High income 80.4 76.6 78.2 75.4 83.9 79.1 77 82
East Asia & Pacific 5.6 9.1 6.6 10.2 4.2 6.9 68 81
Europe & Central Asia 4.4 5.0 4.2 4.7 4.2 6.2 – 57
Latin America & Caribbean 4.0 5.0 4.3 5.2 3.5 3.8 34 49
Middle East & North Africa 3.2 2.0 3.8 2.1 2.1 1.9 17 19
South Asia 0.8 1.0 0.8 1.0 0.9 1.0 71 77
Sub-Saharan Africa 1.9 1.3 2.0 1.3 1.3 1.0 20 36

Source: World Development Report 2000/01

Table 2: Exports of goods and services (% of GDP)

High-income East Asia Latin America Sub-Saharan 
OECD and Pacific and Caribbean South Asia Africa

1961–70 12.0 9.0 9.5 0.5 24.7
1971–80 15.5 16.7 10.8 6.8 27.2
1981–90 16.9 23.2 14.2 7.6 26.7
1991–98 18.5 31.0 14.2 11.7 27.8

Source: World Development Indicators 2000
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transfers are of the wrong type?
With regard to foreign direct invest-
ment flows (see Table 4) Africa is
marginal to the world, although its
share in total flows increased some-
what in the 1990s. As a share of its
own GDP Africa still gets more than
South Asia (see Table 5), where the
dominant country in the region,
India, was virtually closed for for-
eign investors until recently.

With regard to aid (see Table 6) it
is clear that this has become increas-
ingly concentrated in Africa, while aid dependence in other regions has
gone down to very low levels. It is noteworthy, however, that aid relative
to Africa’s GDP has more than halved in the 1990s. Africa is definitely not

Table 3: Net resource flows (US$ billion)

1970 1975 1980 1985 1990 1995 1999

East Asia & Pacific 2 7 13 16 27 108 89
Europe & Central Asia 1 3 13 5 13 37 45
Latin America & Caribbean 4 15 30 15 22 75 107
Middle East & North Africa 1 9 9 15 10 3 20
South Asia 1 4 6 7 9 10 12
Sub-Saharan Africa 2 6 11 10 18 24 18

Source: Global Development Finance 2000. Aggregate net resource flows are the sum of net resource flows on long-term debt (excluding IMF)
plus net direct foreign investment, portfolio equity flows and official grants (excluding technical co-operation). Net flows (or net lending or net
disbursements) are disbursements minus principal repayments.

Table 4: Share of major regions
in foreign direct investment (%)

1990 1999

High income 88.0 72.4
East Asia & Pacific 5.6 10.4
Europe & Central Asia 0.5 2.9
Latin America & Caribbean 4.2 11.2
Middle East & North Africa 1.3 0.8
South Asia 0.2 0.6
Sub-Saharan Africa 0.4 0.7

Source: World Development Report 2000/01

Table 5: Foreign direct investment, net inflows (% of GDP)

High income East Asia Latin America 
OECD and Pacific and Caribbean South Asia Sub-Saharan Africa

1971–1980 0.5 0.7 0.0 0.9
1981–1990 0.7 0.7 0.7 0.1 0.7
1991–1998 1.0 2.9 2.0 0.5 1.4

Source: World Development Indicators 2000
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marginal in terms of aid flows, but the fact that aid is increasingly concen-
trated to Africa is rather an indication that this continent has not been able
to achieve a successful economic integration and economic development. 

Finally, we look at marginalisation in terms of the importance of the
region in world production. Table 7 shows that by 1999 Africa and South
Asia were the poorest regions in the world when incomes are measured in
US dollars, but when prices are adjusted for purchasing power Africa
clearly stands out as the poorest.1 African real incomes are only slightly
above one fifth of the world average or one seventeenth of that of the
developed countries. This poverty means that Africa’s share in world out-
put is only 1.1%, which certainly means that Africa carries little weight in

Table 6: Foreign aid by major regions

Dollar per capita Share of aid in GDP

1990 1998 1990 1998

East Asia & Pacific 4 4 – 0.5
Europe & Central Asia 13 14 0.6 0.6
Latin America & Caribbean 11 9 0.4 0.2
Middle East & North Africa 42 18 2.1 1.0
South Asia 5 4 1.5 0.9
Sub-Saharan Africa 36 21 9.9 4.1

Source: World Development Report 2000/01

Table 7: Share of major regions in world population, output, and relative
per capita income index 1999 (%)

Share in world GNP index GNP index 
Population share GNP (US$) index (PPP) index

High income 14.9 78.4 526 376
East Asia & Pacific 30.7 6.3 21 54
Europe & Central Asia 8.5 3.5 44 86
Latin America & Caribbean 4.9 6.7 85 97
Middle East & North Africa 22.2 2.1 43 71
South Asia 10.7 2.0 9 31
Sub-Saharan Africa 14.9 1.1 10 22

Source: World Development Report 2000/01

1 Note that South Africa is included in the category Sub-Saharan Africa. If that country is excluded African per
capita income would be further reduced.
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the world economy. Table 8 shows that Africa stands out negatively in
terms of rate of growth of per capita incomes. While the other poor region,
South Asia, has seen significant improvements in the 1980s and 1990s,
Africa has seen falling per capita incomes. The recovery in South Asia is
largely driven by the increased growth of India following its shift to more
liberal and open economic policies. The relative economic status of Africa
has thus deteriorated, and given the current growth pattern the African
share will continue its downward slide. If marginalisation is seen as a
process, these figures surely indicate that Africa is being marginalised. Not
only does Africa have the lowest incomes, it is also lagging further and fur-
ther behind other regions. Various social indicators further underline the
gravity of the situation. For example, life expectancy in Africa is lower
than elsewhere and that the gap with the rest of the developing world is
increasing over time.

The simple aim of this section has been to investigate whether Africa
has been marginalised in the world economy, and I think it is clear that the
answer is yes.  

Has Africa been ‘open’?

We noted in the previous section that in terms of the share of trade in
GDP African countries have been more open than most other countries.
But this is not the best indicator of openness. It is more appropriate to
investigate the extent of integration with international commodity 
markets.2 When a country is open in this sense, international forces rather

Table 8: GNP per capita growth (annual %)

High income East Asia Latin America 
OECD & Pacific & Caribbean South Asia Sub-Saharan Africa

1961–70 4.3 3.2 2.7 2.6
1971–80 2.5 4.7 3.3 0.8 0.6
1981–90 2.2 6.1 –1.0 3.4 –1.1
1091–98 1.4 5.8 2.0 3.4 –0.4

Source: World Development Indicators 2000

2 O’Rourke and Williamson (1999, 2000) argue that globalisation (and by implication openness) should be
defined as the integration of international commodity markets.
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than domestic conditions will determine prices. Transport costs and tariffs
are factors that can isolate the domestic markets from the international
ones, and create a wedge between domestic and foreign prices. When we
view openness from this angle we need to investigate whether the coun-
tries have pursued a trade and foreign exchange policy that has kept them
integrated with the world economy, and made it attractive for the countries
to specialise according to their comparative advantages.3

Standard measures of openness of trade would be the average tariff rate
or the proportion of goods affected by non-tariff barriers. Of course, there
are problems with those measures. For example, the tariff average tends
to under-weight the high tariff rates because the corresponding import lev-
els are low.4 Still, the level of trade protection gives an indication of the
extent to which the wedge between domestic and international prices is
due to policy choices. From the 1960s onwards, most countries in Africa
became increasingly protectionist. Tariffs increased and a vast range of
non-tariff barriers went up. 

So, although trade was extensive, the high levels of protection curtailed
specialisation. For a while high tariffs could attract foreign investors who
could satisfy domestic demand, but since they were producing behind
high tariff walls combined with overvalued exchange rates, they had a hard
time breaking into export markets. The lack of foreign competition also
meant that domestic firms were exposed to less competitive pressure,
which negatively affected their productivity growth (Bigsten et al, 2000a).
The slow trickle of foreign investment also meant that little new technol-
ogy came in via that route. Technology flows into Africa largely come with
the physical investments (Bigsten and Kimuyu, 2001), but investment lev-
els in Africa have not been very high, particularly not compared to those
of the fast growing Asian countries. The low levels of both domestic
foreign investment in Africa has been due to the poor economic environ-
ment for investors with extensive controls and regulations and of the high

3 When discussing the policy issues relating to openness it is obviously the level of protection that should be
focused on. Theoretically it is not self-evident that openness increases growth. When there are market failures
or endogenous technological change, the reverse may be the case.  Free trade may make countries specialize
according to their comparative advantages in sectors that produce traditional goods with little learning and
technological progress, which may reduce long-run growth. This is the old infant industry argument. However,
it was the basis for the old import substitution policy that did not work in Africa.
4 In the analysis of the impact of openness on growth the often-used measures of ‘openness’ are highly
correlated with other sources of poor economic growth. This makes it hard to isolate the effects of various
factors.
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perceived risks in the region due to economic swings, policy shifts, or
expropriations.

The attempts to reduce the anti-export bias in Africa gathered pace in
the 1990s. Taxes on exports have been abolished virtually everywhere,
and many countries have introduced export promotion policies. Most
countries have removed quantitative restrictions on imports and signifi-
cantly lowered and rationalised their tariffs. Along with the trade reforms
countries have liberalised their exchange rate and devalued their curren-
cies, which has also helped reduce the anti-export bias. The estimated
average tariff rates have gone down significantly, but one should remem-
ber that there exist a complex mixture of exemptions, exceptions, special
tariffs and variable rates for different trading partners. Tariffs on some sen-
sitive sectors are invariably much higher than implied by the official basic
rates (Morrissey, 1999, pp. 12–13).

Structural adjustment policies and the opening-up of Africa 

In the 1980s it became clear that the old development strategy did not
work. Under the auspices of the World Bank and the IMF, African coun-
tries therefore entered into what have become known as structural adjust-
ment policies. These entailed both macroeconomic stabilisation and struc-
tural policies aimed at liberalisation. In terms of external policies this
meant a move to market-determined exchange rates and a less restrictive
trade policy regime. 

Short- to medium-term responses to trade reforms are likely to be on
factor allocation and thus the structure of production, as resources shift
from inefficient import-substituting industries to export-oriented activi-
ties. The medium- to long-term impact, on the other hand, should be
more towards capital formation and economic growth. The impact of
reforms will depend on changes in relative prices and the relative respon-
siveness of different sectors. It may also be the case that the most benefi-
cial effects come via the reduced incentives for rent-seeking behaviour,
and this is bound to be very important in corruption-prone Africa. The
impact depends on what other types of reforms are undertaken at the
same time. Access to imported investment goods and the technology
embodied in them may be beneficial for growth, and trade reforms may
also attract foreign investors.
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It has been hard to establish a clear link from openness to growth
(Greenaway, Morgan and Wright, 1998).5 Sachs and Warner’s (1995) results
indicate that openness is very important for growth in Africa. However,
their results depend on the use of a multiple index of openness, and
Rodriguez and Rodrik (2000) show that the main ingredients in this that
do the trick are the black-market premium and the presence of state
monopolies in exports, while the more traditional and direct measures of
trade restrictiveness have a limited effect. Variables that work tend to be
highly correlated with macroeconomic imbalances and location in Africa.
They thus tend to some extent to proxy for other types of problems than
a restrictive trade policy. It may also be that corruption, or bureaucracies
and other institutional problems cause a large black market. Maybe this is
what the trade restrictiveness variable picks up in growth regressions.
Moreover, the black market premium is very sensitive to macroeconomic
and political variables. Still, even if underlying social variables cause the
black market, it does not mean that the black-market premium does not
affect growth prospects. In growth regressions institutional quality, being
in Africa and macroeconomic disequilibria affect growth negatively. Trade
reform without accompanying changes may therefore not do the trick.
Rodriguez and Rodrik (2000, p. 63) do not argue that trade liberalisation
on balance is not beneficial for growth, but they conclude that integration
in the world economy is not such a strong force that it can be a substitute
for a development strategy.

Many countries that purported to pursue structural adjustment policies
did actually drag their feet, and backtracked once they had instituted
some reforms. This again undermined their credibility as reformers and
again made investors get back on the fence. However, by 1990 a lot had
happened in a range of African countries, so a partial check on what the
reform measures have achieved can be done by looking at the develop-
ment during that decade. We note immediately that the growth outcomes
for most countries have generally been poor (see Table 9). There are, how-
ever, large variations across countries and the more advanced reformers,

5 Alternative strategies have been tried to analyse openness, such as the creation of alternative measures of
openness (Dollar, 1992; Sachs and Warner, 1995), testing for robustness with a wider range of measures of
openness (Edwards, 1998), and the comparison of income convergence experience among groups of liberalising
and not-liberalising countries (Ben-David, 1993). Rodriguez and Rodrik (2000) has done a quality check of
those often-quoted papers, and noted a range of shortcomings.



26 WORLD ECONOMICS � Vol. 3 � No. 2 � April–June 2002 

Arne Bigsten

such as Uganda and Ghana, have seen substantial improvements (Bigsten
and Kayizzi-Mugerwa, 1999; Bigsten, 2000; Kayizzi-Mugerwa, 2000). But
apart from old successes such as Mauritius and Botswana, none of the
African countries are growing at par with the Asian Tigers, and some coun-
tries have even continued to decline. Sub-Saharan Africa as a whole had
essentially the same per capita income at the turn of the century as in 1965.

We can note that export growth did pick up a little in the 1990s, but the
rate of growth is still modest. Even the successful reformers have largely
failed to break into non-traditional export markets. They still rely on com-
modity exports.

One of the major aims of the structural adjustment policies was to cre-
ate conditions that were conducive to investment, particularly private sec-
tor investment. There has not been much in terms of aggregate response
in Africa in the 1980s and 1990s. It seems clear, however, that the quality
of investment has improved and that there has been a certain shift from
public to private investment. Investment levels are still way below that of
other regions and of course in particular relative to the successful East
Asian countries.

The low levels of investment have also meant that there has not been
scope for any major structural transformation. African economies are lag-
ging behind the other regions in terms of manufacturing growth.

Table 9: Growth of GDP and exports in the 1980s and 1990s plus shares
of investment shares 1990 and 1998 (%)

Investment/
GDP growth Export growth GDP (%)

1980–90 1990–99 1980–90 1990–1999 1990 1998

High income 3.1 2.4 5.0 6.5 23 21
East Asia & Pacific 8.0 7.4 11.1 12.6 35 33
Europe & Central Asia 2.4 –2.7 – 4.4 28 20
Latin America & Caribbean 1.7 3.4 5.4 8.7 19 21
Middle East & North Africa 2.0 3.0 – – 24 22
South Asia 5.7 5.2 6.5 9.6 23 22
Sub-Saharan Africa 1.7 2.4 2.4 4.4 15 17

Source: World Development Report 2000/01
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So what are we to conclude from these results? First, although Africa has
opened up very substantially, it has not made a breakthrough into the
international economy outside the range of commodities that it already
produced. Investment has not increased much, which is an indication that
the African continent still is regarded as a high-risk environment. This is
also reflected in the continued low levels of African credit-worthiness in
the eyes of foreign inventors (see Table 10), although some countries that
have pursued successful programmes have managed to improve their rat-
ings substantially.

Why has Africa not taken off?

The above facts show that Africa has not taken off. Let us first consider
some simple economic explanations that have been advanced. One argu-
ment is that Africa is exposed to a secular decline in its terms of trade
because prices of commodities, which Africa tends to export, have risen by
less than prices of manufactured goods and services, which it tends to
import. Although African terms of trade are not significantly worse now
than they were in the 1960s, we may note that during the period when it
underwent its structural adjustment programmes, that is in the 1980s and
1990s, there was a significant decline in its terms of trade. This has not

Table 10: Country credit ratings for some
African countries

1993 2000 World ranking 2000

Botswana 41.1 57.0 39
Mauritius 38.4 52.4 44
South Africa 39.6 45.2 58
Kenya 24.7 26.6 95
Zimbabwe 27.7 24.1 98
Uganda 7.3 22.9 101
Mozambique 8.4 19.2 108
Tanzania 12.9 19.1 109
Nigeria 20.3 18.3 112
Zambia 11.7 15.1 124
Angola 133.7 12.6 130

Source: An institutional investor quoted by the Government of Uganda in its Background
to the Budget 2000/01, p. 53
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made adjustment easier, and may have held back economic recovery. A
second problem with the dependence on commodity exports is that prices
swing a lot, which creates problems of its own even if there is no secular
decline. This pattern of price fluctuations is a particular risk in the African
environment and puts impossible demands on economic policy manage-
ment (Bevan et al, 1990). It is hard to deal with both positive and negative
shocks.  

Another problem that African countries have to deal with during the
adjustment phase is the large debt burdens that were built up during the
vain attempts to manage economies without adjustment in the 1970s
(Andersson, Bigsten, Persson, 2000). Although the total debt in dollars is
not very large for Africa, in terms of its share in GDP it is much higher than
that in other regions (Table 11). This debt has, of course, made adjustment
efforts much more complicated in Africa than they otherwise would have
had to be. The recent debt relief (HIPC) initiative is trying to deal with
this problem by writing off part of the debt for countries that have a cred-
ible development strategy.

There are further exogenous factors that have been suggested as hold-
ing back growth in African economies. One is that the countries are small,
so they cannot exploit scale advantages. This has some validity, at least as
long as African economies are not well-integrated into the world economy.
Another factor is that the level of risk tends to be high in Africa. This
means that investors require very high returns there, and estimates also
show that the return on capital in Africa is extremely high (see e.g. Bigsten
et al, 2000b). Money is not flowing in, since there are few projects that can
generate sufficiently high returns, which means that investment becomes

Table 11: Share of debt in GDP (%)

1971 1975 1980 1985 1990 1995 1999

East Asia & Pacific 9 11 21 29 30 30 35
Europe & Central Asia – – – – 19 36 42
Latin America & Caribbean 20 22 34 61 44 38 46
Middle East & North Africa 12 17 21 31 43 45 44
South Asia 15 17 16 23 32 33 28
Sub-Saharan Africa 15 16 23 56 63 78 76

Source: Global Development Finance 2000. Total external debt to gross national product.
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low. Other factors that have been mentioned are that Africa is located in a
climate zone that is not optimal for agriculture, and there is also a high
prevalence of malaria, AIDS and other costly diseases. Many countries are
landlocked or have poor transportation networks that make it expensive to
trade. 

We have already discussed various aspects of the choice of economic
policies, particularly with regard to the countries’ external policies. The
first observation that follows from the discussion above is that Africa has
been too closed to the world economy (see the evidence in the survey by
Collier and Gunning, 1999). But there is also the whole spectrum of dis-
tortions due to ineffective economic policies, and which countries have
tried to revise during the last two decades. These were on the one hand
general macroeconomic distortions such as overvalued exchange rates, budget
deficits and excessive money supply growth. On the other hand there
were problems of a more institutional character such as excessive govern-
ment control and regulation, state ownership of firms, poorly functioning
financial markets and an ineffective (or corrupt) government sector. 

There has been progress on these fronts during recent years, but it
could be argued that the reforms are still insufficient. Once they are fully
in place, the response may be more significant. This argument has some
validity, but it begs the question of why reforms are not effectively imple-
mented. The root of this has to be sought in the way policy-making func-
tions in Africa, that is the political process. Is there anything in political
processes in Africa that hinders the realisation of its economic potential?

Policymaking depends on the interaction between interest groups in
different ways. In Africa, political processes, even in the more democratic
set-up that currently prevails, are unusually dependent on the actions of
special interest groups. There is extensive corruption and mismanage-
ment, and the interaction between politics and ethnic rivalries makes it
hard to establish long-term stable and undistorted strategies (see Bigsten
and Moene, 1996). It may also be argued that apart from the ethnic dimen-
sion, economic structures tend to influence political outcomes. For exam-
ple, standard trade theory suggests that a country should optimally adjust
its economy according to its comparative advantages. However, what if the
comparative advantages imply a policy that is counter to what is politically
desirable? For example, if a country is abundant in land (or natural
resources) it may be inappropriate to let the wages of labour increase too
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fast, while we know that higher urban wages have been politically desir-
able in Africa (see Bigsten and Kayizzi-Mugerwa, 2000).

But why are there no effective forces that can guarantee good gover-
nance? There is obviously also a lack of democratic control in the countries
that have been (partially) democratised. The government in power often
tends to look to the interests of its core supporters rather than the welfare
of the country as a whole. The external pressure for democratic change has
also been weak until recently, but it is possible that economic reform pro-
grammes to some extent have contributed to political openness. It has
been argued that what is lacking are agents of restraint that can force gov-
ernments to behave responsibly and to introduce sensible economic poli-
cies and stay on track. The increased openness and debate in most African
countries may in the longer term contribute to a change in this direction,
but so far one cannot say that there in general has been a major change in
government behaviour. Therefore much remains before the political
process can produce effective government and policy making.

What is the way forward?

Africa’s growth performance has been very poor since independence. Is
this because Africa has not been blessed by the forces of globalisation? Is
Africa delinked, and therefore poor? We have argued that one can look at
the integration into the global economic network in two ways. When it
comes to the extent of interchange of goods and services, we find that
Africa is highly integrated into the global economy. More so than many
other regions of the developing world. However, when it comes to pursu-
ing an open economic policy with low tariffs and where world prices are
reasonably reflected in the domestic prices, most African countries have
been delinked or closed, at least until very recently. This paper argues that
inward-orientation has hurt African growth. The high levels of tariff and
other protection have lead to inefficiency, and have also opened one more
avenue for rent-seeking and corruption. 

When it comes to financial flows (other than aid) Africa is largely
delinked. Or rather, the financial framework is there, but little money is
flowing in and unusually large amounts are flowing out. In terms of the
flow of ideas and information at least the African elites are well connected
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to the world, and policy making has in the recent few years been much
influenced by ideas from the outside.

We have argued that certain types of economic reform are desirable and
we have also pointed out that some of those are hard to implement in the
African context. When they are formally implemented, they are often
done so in a biased and ineffective way, which means that the outcomes
will not be as expected. 

One may, of course, take the discussion one step further and ask why
the level of protection has been so high. Essentially it was started as an
attempt to industrialise and to pursue an infant industry policy. This did
not work and eventually the policy was taken over by vested interests that
wanted continued protection for inefficient industries. Whatever the
cause, it was the export-oriented farmers who paid the price in terms of
lower incomes. In the longer term most groups have suffered because of
the lack of growth. The average African is barely richer today than 30 years
ago.  

So what is the way forward? Globalisation is not a panacea for develop-
ment! It can help, but for the effects in terms of economic growth of open-
ing-up to be substantial, other aspects of the economy also have to be in
order. Macroeconomic policies must be right as well as the institutions
supporting the economy. Excessive corruption, poor policies or poorly
implemented policies will negate the effect of attempts to open up and
integrate into the world economy. Will opening up also help systems to
reform themselves in the more domestic dimensions? This is hard to prove
one way or the other, but it does not seem unreasonable to believe that a
more open environment will make it harder to be corrupt and to pursue
counter-productive policies.

References

Andersson, P-Å., Bigsten, A., Persson, H. (2000) Foreign Aid, Debt and Growth in
Zambia. Research Report No 112, Nordiska Afrikastitutet, Uppsala.

Ben-David, D. (1993) “Equalizing Exchange: Trade Liberalization and Income
Convergence”. Quarterly Journal of Economics 108(3).

Bevan, D., Collier, P., Gunning, J.W., with Bigsten, A., and Horsnell, P. (1990)
Controlled Open Economies. Oxford University Press, Oxford.



32 WORLD ECONOMICS � Vol. 3 � No. 2 � April–June 2002 

Arne Bigsten

Bigsten, A. (2000) “Globalisation in Uganda”. For OECD project on Globalisation
and Income Inequality. Paris, mimeo.

Bigsten, A. et al (2000a) “Exports and Efficiency in African Manufacturing”. Working
Paper no 2000/16, CSAE, Oxford University.

Bigsten, A. et al (2000b) “Rate of Return on Human and Non-Human Capital in
Africa’s Manufacturing Sector”. Economic Development and Cultural Change, 48(4).

Bigsten, A. and Kayizzi-Mugerwa, S. (1999) A Study of Adaptation in an African
Economy. Macmillan, London.

Bigsten, A. and Kayizzi-Mugerwa, S. (2000) “The Political Economy of Policy Failure
in Zambia”. Forthcoming in Lundahl, M. and Wyzan, M.L. (eds) The Diverse
Experiences with Economic Reform Failure and Poor Economic Performance: A Political-
Economic Approach. Routledge.

Bigsten, A. and Kimuyu, P. (eds, 2001), Structure and Performance of Manufacturing in
Kenya, Palgrave, London.

Bigsten, A. and Moene, K-O. (1996) “Growth and Rent Dissipation: The Case of
Kenya”. Journal of African Economies, 5(2).

Collier, P. and Gunning, J. (1999a) “Explaining African Economic Performance”.
Journal of Economic Literature 37(1).

Dollar, D. (1992) “Outward-Oriented Developing Countries Really Do Grow More
Rapidly: Evidence from 95 LDCs, 1976–1985”. Economic Development and Cultural
Change.

Edwards, S. (1998), “Openness, Trade Liberalisation, and Growth in Developing
Countries”, Journal of Economic Literature 31(3).

Greenaway, D., Morgan, C.W., Wright, P. (1998) “Trade Reform, Adjustment and
growth: What does the evidence tell us?” Economic Journal, 108. 

Kayizzi-Mugerwa, S. (2000) “Globalisation, Growth and Income Inequality: A Review
of the African Experience”. OECD, mimeo.

Morrissey, O. (1999) “Trade Policy Reform in Sub-Saharan Africa: Implementation
and Outcomes in the 1990s”. CREDIT, University of Nottingham, mimeo. 

O’Rourke, K. and Williamson, J.G. (1999) Globalisation and History: An Evaluation of
the Nineteenth-Century Atlantic Economy. MIT Press, Cambridge, MA.

O’Rourke, K. and Williamson, J.G. (2000) “When Did Globalization Begin?” Harvard
University, mimeo.



WORLD ECONOMICS � Vol. 3 � No. 2 � April–June 2002 33

Can Africa Catch Up?

Rodriguez, F. and Rodrik, D. (2000) Trade Policy and Economic Growth: A Sceptics
Guide to the Cross-national Evidence”. Mimeo, University of Maryland and Harvard
University.

Sachs, J. and Warner, A. (1995) “Economic reform and the process of global
integration”. Brookings papers on Economic Activity no 1.

World Bank (2000) African Database 2000. Washington DC.

World Bank (2000) Global Development Finance 2000. Washington DC.

World Bank (2000) World Development Report 2000/01. Washington DC.

World Bank (2000) World Development Indicators 2000. Washington DC.


