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About the
Africa Progress Report

The annual Africa Progress Report is the flagship publication of the Africa Progress
Panel. Published every year in May, the report draws on the best research and analysis
available on Africa and compiles it in a refreshing and provocative manner. Through
the report, and as part of its overall mission of promoting transformative change in
Africa, the Panel makes viable, policy recommendations for African policy makers who
have responsibility for Africa’s progress, and for international partners and civil society
organizations.

This report may be freely reproduced, in whole or in part, provided the original source
is acknowledged
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The Africa Progress Panel [APP) consists of ten distinguished individuals who advocate for
equitable and sustainable development for Africa. Kofi Annan, former Secretary-General
of the United Nations and Nobel laureate, chairs the Panel and is closely involved in its

dayto-day work.

The respected experience and prominence of Panel members, in the public and private
sector, gives them a formidable capability to access a wide crosssection of society
including at the highest levels in Africa and across the globe. As a result, the Panel
functions in a unique policy space with the ability fo target decision-making audiences,
including African and other world leaders, heads of state, leaders of industry, plus a
broad range of stakeholders at the global, regional, and national levels.

The Panel facilitates codlition building to leverage and broker knowledge, and convene
decision-makers to influence policy and create change for Africa. The Panel has
extensive networks of policy analysts across Africa. By bringing together experts with a
focus on Africa, the Panel contributes to generating evidence-based policies.
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“Ufrica’s fish and
other harvests can help feed
an expanding global population.
We all benefit from an Africa
that Is prosperous,

stable and fair”

The world's burgeoning population needs fo be fed and Africa, our continent, is well
positioned to do so. We have enough resources to feed not just ourselves but other
regions too. We must seize this opportunity now.

Africa’s productivity levels, already beginning to increase, could easily double within
five years. Indeed, our smallholder farmers, most of them women, have repeatedly
proven how innovative and resilient they can be.

So why are they not yet thriving2 The unacceptable reality is that too many African
farmers still use methods handed from generation to generation, working their lands or
grazing their animals much as their ancestors have done for millennia.
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Africa may be showing impressive headline growth, but too many of our people
remain stuck in poverty. This year's Africa Progress Report finds that if we want fo
accelerate Africa’s transformation, then we have to significantly boost our agriculture
and fisheries, which together provide livelihoods for roughly two-thirds of all Africans.

If we want fo extend the recent economic successes of the continent to the vast
majority of its inhabitants, then we must end the neglect of our farming and fishing
communities. The time has come to unleash Africa’s green and blue revolutions.

These revolutions will transform the face of our continent for the better. Beyond the
valuable jobs and opportunities they will provide, such revolutions will generate

a much-needed improvement to Africa’s food and nutrition security. More than
anything, malnutrition on our continent is a failure of political leadership. VWe must
address such debilitating failure immediately.

Africa’s farmers and fishers are equal to the challenge, but they need the opportunity.
They need their governments to demonstrate more ambition on their behalf. African
governments must now scale up the appropriate infrastructure and ensure that
financial systems are accessible for all.

When farmers access finance — credit, savings, insurance — they can insure
themselves against risks such as drought, and invest more effectively in better seeds,
fertilizers and pest control. With access to decent roads and storage, farmers

can get their harvests to market before they rot in the fields. Trade barriers and
inadequate infrastructure are preventing our farmers from competing effectively. They
are being told to box with their hands tied behind their backs.

No wonder Africa’s food import bill is worth US$35 billion (excluding fish) every
year.

Investing in infrastructure will certainly be expensive. But at least some of the costs of
filling Africa’s massive infrastructure financing gap could be covered if the runaway
plunder of Africa’s natural resources is brought fo a sfop. Across the continent, this
plunder is prolonging poverty amidst plenty. It has to sfop, now. Last year's Africa
Progress Report showed how illicit financial flows, often connected to tax evasion in
the extractives industry, cost our continent more than it receives in either international
aid or foreign investment.

This year's report shows how Africa is also losing billions fo illegal and shadowy
practices in fishing and forestry. We are storing up problems for the future. While
personal fortunes are consolidated by a corrupt few, the vast majority of Africa’s
present and future generations are being deprived of the benefits of common
resources that might otherwise deliver incomes, livelihoods and better nutrition. If
these problems are not addressed, we are sowing the seeds of a bitter harvest.
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Clobal collective action is needed to nurture transparency and accountability. In

the year since our last report was published, notable action has been taken on
beneficial ownership, tax avoidance and evasion, and resource revenues. Further
technical and financial support to African governments will also help reduce the illicit
flows of timber, fish and money.

With the same goals in mind, such acfion must be extended to the major
international commodity traders, who play a critical role in African markets, from
coffee through to oil. Too offen these powerful and globally influential traders have
been overlooked by national and international regulation.

We have a common interest in the success of these endeavours. African forests
help the world to breathe. Along with African waters, they safeguard the priceless
biodiversity of planet Earth. Africa’s fish and other harvests can help feed an
expanding global population. And we all benefit from an Africa that is prosperous,
stable and fair.

Foreign investors are increasingly choosing Africa as a lucrative opportunity, and
pouring money info agribusiness. At best these investments bring jobs, finance and
critical knowhow. At worst, they deprive African people of their land and water. African
governments must regulate these invesiments and use them fo Africa’s advantage.
Agreements between African governments and business have to be mutually beneficial.

Africans overseas are also transferring significant sums of money into Africa, but
remiffance charges are unethically expensive. This overcharging impacts even more
negatively on rural communities. Remitting US$ 1,000 to Africa costs US$124
compared with a global average of US$78 and US$65 for South Asia.

Unleashing Africa’s green and blue revolutions may seem like an uphill batfle, but
several countries have begun the journey. In these countries, farmers are planting
new seeds, using ferfilizer and finding buyers for their harvests. Impressive innovation
and smart government policies are changing age-old farming ways.
i

A
Mobile technology allows farmers to leapfrog directly to high productivity. Young K t'-d{ .ﬁ_ Rk s
entrepreneurs mix agriculture with 2 1st century global markets. Africa’s resilience, WO TR T
creativity, and energy continue fo impress. These qualities are critical to our green KOFI A. ANNAN
and blue revolutions, upon which Africa’s future will depend. Chair of the Africa Progress Panel



OUR PROGRESS

AFRICA REMAINS ONE OF THE WORLD'S FASTEST @ DRIVERS OF GROWTH ARE BEYOND THE EXTRACTIVE

GROWING REGIONS INDUSTRIES

1. Extractives-driven 2. Non-extractives-driven
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CREATIVE INDUSTRIES ACROSS AFRICA OVERALL GOVERNANCE IS IMPROVING:

ARE BOOMING REGIONAL RESULTS 2012
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IT HAS BECOME EASIER & CHEAPER TO DO BUSINESS IN AFRICA

1. Cost of business start-up procedures (% of GNI per capital 2. Time required to start a business (days)
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MORE CHILDREN HAVE ACCESS TO EDUCATION SOME COUNTRIES ARE SHOWING STRONG

THAN BEFORE, EVEN IF QUALITY REMAINS AN ISSUE GROWTH IN AGRICULTURE

Real Agricultural GDP growth rafes (2010)
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@ HEALTH LEVELS ARE IMPROVING

1. Child and maternal mortality rates are declining — 2. life expectancy is increasing

but both still need to decline much further...

o
1 58
© i~
118
103 430 Sl
90 95 400

58

55

250
210
140 200
— 48
——————— 19
44
20 46

57
50
43
16
12
1990 2001 2012 1990 2000 2010 0

52

32

Under-5 mortality rate per 1,000 live births

& Matemal mortality rafio per 100 000 live births

2003 2011

o Africa @ South-East Asia ® Eastern Mediterranean © Western Pacific © Female o Male
® Europe @ Global Americas

Source: WHO (2014), Atlas of African Health Stafistics

WHO KNOWSe MAYBE 2014 WILL BE THE YEAR WHEN

AN AFRICAN TEAM WINS THE WORLD CUP2

*Reached the quarter finals
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DESPITE PROGRESS...
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Summary

“Africa is a land of opportunity ... business “Families have lived off fish for generations...but fish stocks
opportunities are there, growth is there and the have been reduced. Our revenues have come down. We used
population is there.” to be able to save a bit for our children’s education or to fix

our boats but it has now become harder to make ends meet.”

PRESIDENT MACKY SALL ISSA FALL, FISHERMAN COMMITTEE
Senegal, January 2014 Soumbedioune, Senegal, January 2014

These two views from one country in Africa tell very different stories. President
Macky Sall was speaking about his government's “Emergent Senegal” investment
plan = a multibillion-dollar strategy for transforming the country's infrastructure.

Ten years ago Senegal was still in the grip of a debt crisis. Now it is able to sell
sovereign debt on eurobond markets. The economy is gaining strength, exports are
growing and Senegal is emerging as a regional hub for transport, logistics and
tourism.

Then there is the other Senegal — the Senegal of Issa Fall. Along with tens of
thousands of artisanal fishers who ply their trade from pirogues, canoes built by
hand from local timber, his livelihood is under threat. The ocean off West Africa is
one of the world's richest fishing grounds. Yet catches are declining, along with the
income they generate. The reason: illegal, unreported and unregulated fishing by
commercial fleets from other countries. Senegal lacks the capacity to monitor the
activities of these fleets. Until recently, it also lacked the political will to tackle the
problem. Lleaders and business interests actively colluded in, and benefited from,
the illegal sale of permits to foreign fleets.

Senegal’s experience is a microcosm of a wider story. For more than a decade,
Africa’s economies have been doing well, according fo graphs that chart the
growth of GDP, exports and foreign investment. The experience of Africa’s people
has been more mixed. Viewed from the rural areas and informal seftlements that
are home to most Africans, the economic recovery looks less impressive. Some

— like the artisanal fishermen of West Africa — have been pushed to the brink of
destitution. For others, growth has brought extraordinary wealth. Africa is now
home fo some of the world’s fastest-growing markets for luxury goods — and signs
of the new prosperity are increasingly visible alongside reminders of the old

problem of poverty.
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AFRICA'S LOSSES: GOST OF ILLIGIT OUTFLOWS

Percentage of GDP that regions are losing in illicit financial flows
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Alfrica stands at a crossroads. Economic growth has taken root across much of the
region. Exporfs are booming, foreign investment is on the rise and dependence
on aid is declining. Governance reforms are transforming the political landscape.
Democracy, transparency and accountability have given Africa’s citizens a greater
voice in decisions that affect their lives.

FIGURE 1 AFRICA'S DECADE OF GROWTH (CONSTANT PRICES, SELECTED REGIONS)

In the fast lane: Africa’s 20 fastest-growing

12 economies (average annual growth 2008-2013)
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Source (2014), World Economic Outlook database

These are encouraging developments. Yet the progress in reducing poverty, improving
people’s lives and putting in place the foundations for more inclusive and susfainable
growth has been less impressive. Governments have failed to convert the wealth created by
economic growth info the opportunities that all Africans can exploit to build a better future.
The time has come fo set a course towards more inclusive growth and fairer societfies.
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This year's Africa Progress Report addresses some of the central challenges facing
Africa’s governments. We share the view that there is much cause for optimism.
Demography, globalization, new technologies and changes in the environment
for business are combining to create opportunities for development that were
absent before the economic recovery. However, optimism should not give way to
the exuberance now on display in some quarters. Governments urgently need to
make sure that economic growth doesn't just create wealth for some, but improves
wellbeing for the majority. Above all, that means strengthening the focus on
Africa’s greafest and most productive assets, the region’s farms and fisheries. This
report calls for more effective protection, management and mobilization of the
continent’s vast ocean and forest resources. This protection is needed to support
fransformative growth.

The achievements of the past decade and a half should not be understated.
Economic growth has increased average incomes by around one-third. On the
current growth frajectory, incomes will double over the next 22 years. Once
synonymous with macroeconomic mismanagement and economic stagnation,
Africa now hosts some of the world's fastest-growing economies. When it comes
to growth, Ethiopia rivals China, and Zambia outpaces India. Contrary fo a
widespread misperception, there is more to the growth record than oil and
minerals — and more than exports and foreign investment. African business groups
have emerged as a powerful force for change in their own right, in areas such as
banking, agro-processing, telecommunications and construction.

For the first time in a generation, poverty is falling — but it is falling far too slowly.
The benefits of growth are trickling down to Africa’s poor but at a desperately slow
pace. Next year, African governments will join the wider international community
in adopting post-2015 international development goals. One of those goals will
be the eradication of poverty by 2030. On current trends, Africa will miss that
goal by a wide margin.

Why is growth reducing poverty so slowly? Partly because Africa’s poor are
very poor: those below the poverty line of US$1.25 a day live on an average
of just 70 cents a day. And partly because high levels of initial inequality mean
that it takes a lot of growth to reduce poverty even by a litlle. Raising the growth
frajectory by 2 percentage points per capita and modest redistribution in favour

of the poor would get Africa within touching distance of eradicating poverty by
2030.

Well-designed social protection programmes could play a vital role by protecting
vulnerable people against the risks that come with droughts, illness and other
shocks. By transferring cash, they can also raise income levels. Experience in
other regions — especially Latin America — demonsirates that social protection
can simultaneously help fo reduce poverty and inequality, and boost growth in
agriculture. Yet Africa underinvests in this vital area — and few governments have
developed integrated programmes. By contrast, they spend around 3 per cent of
GDP on energy subsidies, most of which go to the rich — three times the level of
support provided for social protection. It is hard to imagine a more misplaced set
of priorities.

14
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FIGURE 2 AVERAGE INCOMES ARE RISING - BUT SOME ARE RISING FASTER THAN OTHERS:
GDP PER CAPITA GROWTH (AVERAGE ANNUAL % 2000-2012)
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AFRIGA’S APPLIED TEGH INNOVATIONS:
DEVELOPED BY AFRICANS, FOR AFRICA AND THE WORLD

Mobile technology can accelerate Africa’s productivity in farming and fisheries. Innovation hubs are springing up

all over Africa, incubating the next generation of technologists.
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If Africa is to develop a more dynamic and inclusive pattern of growth, there is no
alfernative to a strengthened focus on agriculture. Sub-Saharan Africa is a region of
smallholder farmers. Some people mistakenly see that as a source of weakness and
inefficiency. We see it as a strength and potential source of growth.

Africa’s farmers have an unrivalled capacity for resilience and innovation. Operating
with no fertilizer, pesticide or irrigation on fragile soils in rainfed areas, usually

with little more than a hoe, they have suffered from a combination of neglect and
disastrously misplaced development sirategies. Few constituencies can have received
more bad advice from development partners and governments than African farmers.
And few of the world's farmers are as poorly served by infrastructure, financial systems,
scientific innovation or access to markets. The results are reflected in low levels of
productivity: cereals yields are well under half the world average.

Agriculture remains the Achilles” heel of Africa’s development success story. Llow levels
of productivity trap millions of farmers in poverty, act as a brake on growth, and
weaken links between the farm and nonfarm economy — links that were crucial to
development breakthroughs in Bangladesh, India and Vietnam. Low productivity has
another consequence that has received far foo little attention. Africa’s farmers could
feed rapidly growing urban populations and generate exports to meet demand in
global markets. However, the region is increasingly and, in our view, dangerously
dependent on imports. African countries spent US$35 billion on food imports
(excluding fish) in 201 1. The share accounted for by intra-African trade: less than 5
per cent. If Africa’s farmers increased their productivity and substituted these imports
with their own produce, this would provide a powerful impetus to reducing poverty,
enhancing food and nufrition security, and supporting a more inclusive pattern of
growth.

It is time for African governments and the wider infernational community to inifiate a
uniquely African green revolution. VWe emphasize the word unique. Copying South
Asia's experience and refracing the sfeps of other regions is not a viable strategy.
Agricultural conditions in Africa are different. Yet Africa desperately needs the scientific
innovations in droughtresistant seeds, in higheryielding varieties and in water use,
fertilizer and pesticide that helped to transform agriculture in other regions. Returns

on investments in these key areas will be diminished if deep-rooted policy failures

are not tackled. These range from exorbitant fransport costs for farm produce to
underinvestment in storage and marketing infrastructure and barriers to intraregional
frade.

African farmers also need help to cope with the effects of climate change, which is
very likely fo lead to above-average warming in Africa over the course of the 21st
century, reducing the yields of major cereal crops. Yields of maize, a major regional
food crop, are expected to fall by around 22 per cent. The fifth assessment report

of the Intergovernmental Panel on Climate Change identifies Southern Africa, West
Africa and the Sahel as regions facing acute known risks. However, no region will be
unaffected. Even modest changes in the timing and infensity of rainfall, in the frequency
and duration of droughts, and surface temperature can have profoundly damaging
consequences for production, poverty and nufrition.
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AFRIGA’S FOOD EXCHANGE

Before 2000 Sub-Saharan Africa was a net exporter of food.
Now, the region has a food import bill of over
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All of which makes the international community’s failure to provide adequate adaptation
financing indefensible. Having promised much, rich countries have provided litfle new and
additional climate adaptation financing. Commitments through climate funds are less than
US$700 million — and spending is even lower. This is unjust and shortsighted. It is unjust
because Africa’s farmers are being left to cope with a climate crisis they did not create.
Adaptation spending in Africa is dwarfed by the multibillion-dollar investments being
undertaken in rich countries. And underinvestment in adaptation is shortsighted because
early investments could boost growth, enhance food security and reduce climate risks.

Harnessing Africa’s resources for African development is another priority. In last year's
report, Equity in Extractives, we highlighted the damaging consequences of tax evasion
and loss of revenue through undervaluation of mineral resource assefs. This year we turn
our attention fo renewable resources, focusing on fisheries and logging. There are some
striking parallels with tax evasion. In each case, Alfrica is being integrated through trade
info markets characterized by high levels of illegal and unregulated activity. In each case
resources that should be used for investment in Africa are being plundered through the
acfivities of local elites and foreign investors. And in each case African governments and
the wider international community are failing fo put in place the multilateral rules needed to
combat what is a global collective action problem.

The social, economic and human consequences are devastating. On a conservative
estimate, illegal and unregulated fishing costs West Africa alone US$ 1.3 billion o

year. The livelihoods of artisanal fishing people are being destroyed, Africa is losing

a vifal source of protein and nutrition, and opportunities o enter higher value-added
areas of world frade are being lost. Unregistered industrial trawlers and ports at which
illegal catches are unloaded are the economic equivalent of mining companies evading
taxes and offshore tax havens. The underlying problems are widely recognized. Yet
infernational action fo solve those problems has relied on voluntary codes of conduct
that are often widely ignored. The same s true of logging activity, with the forests of
West and Cenfral Africa established as hotspots for the plunder of timber resources.

FIGURE 7 AFRICA'S POVERTY IS NOW FALLING - BUT MORE SLOWLY THAN IN OTHER REGIONS, %
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Placing Africa on a transformative pathway will require investing in inclusive growth.
Infrastructure is one priority. No region has less-developed road networks and energy
systems than Africa. Changing this picture will require significant upfront capital
spending, prefaced by the development of bankable proposals and the emergence
of new business models. The current financing gap has been estimated at around
US$48 billion. Much emphasis has been placed on the development of “new and
innovative” financing to close that gap, including the use of aid to attract private
invesiment. Unfortunately, the delivery of real finance has been less impressive than the
hype surrounding the relentless proliferation of new initiatives. Part of the problem is a
failure to invest sufficiently in building the capacity of African governments to develop
infrastructure projects.

Africa’s financial systems are another constraint on growth. No region has a lower
level of access to financial services. Only one in five Africans have any form of
account at a formal financial institution, with the poor, rural dwellers and women
facing the greatest disadvantage. Such financial exclusion undermines opportunities for
reducing poverty and boosting growth that benefits all. Lacking access to insurance,
Africa’s farmers have fo put their meagre savings info contingency funds to deal with
emergencies, rather than investing them in boosting productivity. Similarly, lacking
access fo loans and saving institutions, they are often unable to respond to market
opportunities.

Other weaknesses in domestic financing have to be addressed as a matter of urgency.
At one level, the regional financing environment has been transformed. Ten years ago,
counfries across Africa were still emerging from the Heavily Indebted Poor Countries
initiative. Today, many of the same countries have entered sovereign bond markets. But
Africa cannot meet ifs financing needs in infrastructure and skills development through
aid and commercial market debt financing alone. That is why there is no substitute for
domestic financing. Unfortunately, economic growth has done litfle to increase either
the rate of savings or the proportion of GDP that is collected in domestic tax revenues
— oufcomes that point fo the need for institutional reforms.
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Recommendations

Africa’s political leaders, entrepreneurs, farmers and civil society have an unparalleled
opportunity to transform their countries. If that opportunity is seized, this could be the
generation that will be lauded throughout history for eradicating poverty. In our report,
we outline a broad-based agenda for change. At the heart of that agenda are five
core principles, for each of which we identify the necessary practical action.

Share the wealth

Inclusive growth and expanded opportunity are essential to eradicate poverty.

African governments should set equity targets linked fo the post2015 development
goals. These targets would focus on narrowing gaps in opportunity. For example, they
could include halving over five years the disparities in school attendance, child survival
and access fo basic services linked to ruralurban divides, wealth gaps and gender
divisions. Strengthening the commitment to inclusive growth demands an expansion of
social protection, including cash transfers to the poor. Governments should be diverting
some of the 3 per cent of regional GDP they now devote fo energy subsidies into well-
designed social protection programmes.

Invest in Africa’s unique green revolution

African governments, the private sector and the global community must work
together to invest in Africa’s unique green revolution.

It is possible to double Africa’s agricultural productivity within five years. As outlined
by the African Union, African countries can end hunger and malnutrition and become
major players in global food markets. It is also vital to unleash the potential of
susfainable agriculture and aquaculture o provide food, jobs and export earnings.
Some of the requirements for achieving a breakthrough in agriculture are financial.
Now is the time for governments to act on their pledge to spend at least 10 per cent
of budget resources on agriculture. But governments also have to create the right
market conditions. An immediate priority is the promotion of import substitution to cut
Africa’s US$35 billion food import bill. This will require measures to cut tariffs and
non-ariff barriers o regional trade, eliminate fransport cartels, and develop marketing
infrasfructure.

Take the profit out of plunder

Africa’s resources should be sustainably managed for the benefit of Africa’s peoples.
National and regional action alone will not be enough. The international community
must develop multilateral systems that prevent the plunder of Africa’s resources.

Fisheries: The global community must act collectively to unleash a blue revolution for
ocean management. To stop the plunder of African fishery resources, all governments
should rafify and implement the 2009 Port State Measures Agreement to tackle illegal
unreported and unregulated (IUU) fishing, and establish a global register of fishing
vessels. African governments should increase fines on IUU vessels, support artisanal
fishing, increase transparency, and provide full disclosure of the ferms on which
commercial fishing permits are issued.
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Forests: All commercial logging concession contracts should be subject fo full
disclosure, along with the beneficial ownership structures of the companies involved.
Concessions should be provided with the informed consent of the communities
involved, based on a clear and accurate representation of potential costs and benefis.

Close the twin deficit in infrastructure and inclusive finance

African governments must close the twin deficit in infrastructure and inclusive finance.
The lack of infrastructure is a botfleneck on growth and opportunity. The same s true
of finance. Regional cooperation on energy and transport is vital in order to achieve
economies of scale in infrastructure projects. African governments can also support

the development of mobile banking and e-commerce to overcome financial exclusion,
building on successes such as MPESA in Kenya. Development finance institutions
should work with the private sector to foster more balanced perceptions of risk.

Make tax and finance more fair and transparent

Strengthened domestic resource mobilization holds the key to financing for inclusive
growth, with African governments investing in efficient and equitable tax collection.
Governments should publish in a transparent manner all tax exemptions that are
granted fo corporate entities, both domestic and foreign. The estimated cost of the tax
exemption should be made public, along with the reasons for the exemption and the
principle beneficiaries.

The infernational community must step up efforts to combat tax evasion. Multinational
corporations operating in Africa should fully disclose their financial operations and tax
payments. Building on current initiatives, governments should accelerate the automatic
exchange of tax information and build Africa’s capacity to benefit from this information.
All governments, including those of financially secrefive jurisdictions, should establish
public registries of beneficial ownership of companies and frusts. Multinational
corporations can lead the way by publishing a full list of their subsidiaries, as well as
information on global revenues, profits and taxes paid across different jurisdictions.

The international community should also deliver on its aid pledge — and go one

step further by cutting the cost of remittances. The G8 should work with African
governments fo cut the cost of remittance transfers to a maximum of 5 per cent. That
means curfailing restrictive business practices on the part of money fransfer operators,
strengthening competition, and creating incentives for the development of lowfee
mobile remittance payments.
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