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ABSTRACT 

Sub-Saharan Africa is that unevenly identified African region that more or less lies, as 

the name suggests, south of the Sahara. It is a vast territory encompassing many 

countries, peoples, languages, traditions, with flavors and customs far away from our 

own, often treated as if it were an undifferentiated unicum. A land rich in raw materials, 

but, like a child, unable to manage and profit from them, long exploited and subjugated, 

psychologically victimized by colonial rule, still victim of poverty.  

With this paper, we would like to present a picture of this oldest and at the same time 

youngest continent, with enormous growth potential. We will therefore start with a 

macroeconomic description and proceed highlighting the critical aspects of other 

countries' attitudes toward it and so, the damages resulting from the dependence on 

humanitarian aid. However, we cannot but move in search of alternative solutions for 

development. One of them, supported by many scholars and strengthened by its 

success in China, is the promotion of Foreign Direct Investment as a tool to boost 

growth and accordingly defeat poverty. We will however see how and why such a 

striking and agreed solution still struggles to be implemented. So, as we began, saying 

how Africa is different and how therefore one does not need to be stuck in their own 

interpretation schemes to approach it, we must keep in mind that it works like this even 

when it comes to business.  
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INTRODUCTION 

This paper originates from a question: why is Africa still so poor, despite its treasures? 

Question that generates countless other ones that are intrinsically related to it such as, 

what can be the turning point for the continent? What are the best projects? Why do 

we see a stagnant situation despite substantial economic aid? What are the limitations 

of ODA? And those of FDI? Could a combination of the two maximize the positive 

effects of both? Who really has the power to save so many people from those 

conditions of hardship and suffering?  Is it really as we imagine it to be?  

We will delve into all these issues, and, through different points of view, our perception 

will take on depth and meaning. Indeed, for while poverty continues to be an important 

part of the continent's reality, at the same time we see sprouts of innovation, cultural 

hubs and advanced, cosmopolitan cities flourishing.  

In the first chapter the region of interest, namely sub-Saharan Africa, will be defined 

and described overall. In the second chapter we will explore the topic of ODA, and more 

generally of humanitarian aid in relation to the development of the area. We will then 

discover the geopolitical strategies orbiting the continent. For while Westerners 

continues to suffer the aftermath of the colonialist mindset (some African intellectuals 

reject this theory as dispersive, passivating and deresponsibilizing) and treats Black 

Africa as a child not able to fend for itself, and often the SSA does not prove otherwise, 

on the other hand, China stands out, having instead probably glimpsed the key to 

success for future domination of world balances.  

Given the shortcomings of ODAs, the third chapter looks for a complement to them in 

FDIs, which, especially in recent years has seen a sharp increase in the area and which 

brings not just capital, but also know-how and entrepreneurial skills. A theoretical 

presentation of them is then given and we will then see, also supported by econometric 

models, how assumptions about their welfare benefits are verified or not and under 
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which conditions. The fourth and final chapter, instead, takes a closer look at how these 

can impact development and how, thanks to the investigations of various scholars, their 

effects can depend on delicate and environment-specific equilibria. 

Precisely the plurality of perspectives is the key to this compilative paper, which thus 

seeks to analyze how multiple minds and eyes differentially interpret this multifaceted 

reality.  

A look south, beyond that geographical barrier of the Sahara, into a boundless and 

surprising territory, at the same time blessed and cursed by its riches whether they are 

natural, because they have always generated power races, or ethnic, sometimes 

divisive and turbulent.  So perhaps Africa is not poor despite its riches, but it is precisely 

the riches that have often been the reason for such development. 
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CHAPTER 1 - SUB-SAHARAN AFRICA 

DEFINING THE GEOGRAPHICAL AREA 

WHAT IS SUB-SAHARAN AFRICA - Sub-Saharan Africa is a non-standardized 

geographical region. The World Bank identifies as sub-Saharan Africa that set of 48 

African countries located to the south of the Sahara Desert (Djibouti, in the Horn of 

Africa is excluded from 2000 and is considered with MENA - Middle East and North 

Africa). The continent would then be completed by that other subgroup, which is the 

one including the Maghreb belt and then the Arab-influenced countries. It can be 

observed, therefore, that the desert represents not only a geographical partition, but 

also a cultural one, in a broad sense, of course. Some classification doubts might arise 

for those countries that are in the desert, in the Sahel area, or that are southern but 

are Arab. Because of this ambiguity, other organizations have other classification 

criteria. The IMF for example excludes to this subset another state from the Horn of 

Africa, Somalia, and other Arabic-speaking states, Mauritania and Sudan.  

If we want to use more popular terms this land is what many writers baptized as “the 

land of the blacks”, what was translated from some British mapmakers in the 18th 

century as “Negroland” and became around the 1970s known as “Black Africa”.  

But what do Africans and their institutions have to say about this classification? Many 

rejects regional labels completely. The African Union and the African Development 

Bank embrace the whole continent, in the ethos of Pan-Africanism. Some Pan-

Africanists even widen the horizon to include black Caribbean people. Some others, like 

the Kenyan intellectual Ali Mazrui, encompass the idea of “Afrabia” advocating that 

Africa and the Arab world “are in the slow historic process of becoming one”. 

However, even if it is not unambiguously qualified, in this paper we will talk about Sub-

Saharan Africa as the World Bank classifies it. Nevertheless, we cannot ignore the fact 
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that, as the Kenyan writer Binyavanga Wainaina warns, this could be a region, but is not 

one country.  

The World Bank also refers in some cases to further subgroups. In the table below, 

therefore, there is, besides the list of countries belonging to sub-Saharan Africa, also 

the respective sub-regions: west Africa, central Africa, east Africa, southern Africa and 

insular States. This classification will be useful for later understanding general trends. 

Table 1: WB list of SSA countries. Personal elaboration 

COUNTRY (WB list) Abbreviation SUBREGION 

Angola AGO SOUTHERN AFRICA 

Benin BEN WEST AFRICA 

Botswana BWA SOUTHERN AFRICA 

Burkina Faso BFA WEST AFRICA 

Burundi BDI CENTRAL AFRICA 

Cabo Verde CPV INSULARI 

Cameroon CMR CENTRAL AFRICA 

Central African Republic CAF CENTRAL AFRICA 

Chad TCD WEST AFRICA 

Comoros COM INSULARI 

Congo, Dem. Rep. COD CENTRAL AFRICA 

Congo, Rep. COG CENTRAL AFRICA 

Cote D'Ivoire CIV WEST AFRICA 

Equatorial Guinea GNQ WEST AFRICA 

Eritrea ERI EAST AFRICA 

Eswatini SWZ SOUTHERN AFRICA 

Ethiopia ETH EAST AFRICA 

Gabon GAB WEST AFRICA 

Gambia, The GMB WEST AFRICA 

Ghana GHA WEST AFRICA 
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Guinea GIN WEST AFRICA 

Guinea-Bissau GNB WEST AFRICA 

Kenya KEN EAST AFRICA 

Lesotho LSO SOUTHERN AFRICA 

Liberia LBR WEST AFRICA 

Madagascar MDG INSULARI 

Malawi MWI SOUTHERN AFRICA 

Mali MLI WEST AFRICA 

Mauritania MRT WEST AFRICA 

Mauritius MUS INSULARI 

Mozambique MOZ SOUTHERN AFRICA 

Namibia NAM SOUTHERN AFRICA 

Niger NER WEST AFRICA 

Nigeria NGA WEST AFRICA 

Rwanda RWA CENTRAL AFRICA 

Sao Tome and Principe STP INSULARI 

Senegal SEN WEST AFRICA 

Seychelles SYC INSULARI 

Sierra Leone SLE WEST AFRICA 

Somalia SOM EAST AFRICA 

South Africa ZAF SOUTHERN AFRICA 

South Sudan SSD EAST AFRICA 

Sudan SDN EAST AFRICA 

Tanzania TZA EAST AFRICA 

Togo TGO WEST AFRICA 

Uganda UGA EAST AFRICA 

Zambia ZMB SOUTHERN AFRICA 

Zimbawe ZWE SOUTHERN AFRICA 
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Figure 1 - SSA political map. Personal elaboration 

 

Figure 2 - Enlargement of the previous figure. Personal elaboration 
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The region analyzed, encompassing numerous states, spanning a vast territory, is 

diverse and varies significantly among countries. However, several common trends and 

characteristics shape the overall landscape. A brief macroeconomic analysis will follow. 

Afterwards will be exposed challenges and opportunities of this vast area. 

MACROECONOMIC OVERVIEW 

GEOGRAPHY - The area considered covers a total area of 24,3 million sq. km, which 

means 2,3 times Europe or Europe plus India plus China plus Japan and Thailand. The 

measurement itself represents 16% of the landmass and 80% of the African continent. 

It is bordered by the Indian and Pacific oceans, which converge at Cape Agulhas 

(Republic of South Africa).  

The area has a diversified morphology and includes different ecosystems such as 

savannas, highlands and plateaus, deserts (these include the Namib, along the 

southwest coast, and the Kalahari in Botswana) and tropical forests (which cover much 

of Central and West Africa). The highest mountains are located along the Rift Valley. 

The highest peaks are Mount Kilimanjaro (5,895 m altitude) in Tanzania, Mount Kenya 

Figure 3 - Climate zones. Spurce: map.png 
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(5,199 m altitude) in the state of the same name and Ruwenzori (5,110 m altitude) in 

Uganda. In West Africa there is the Cameroon (4,070 m altitude). Along the Rift Valley 

also form the largest lakes, including many salt ones. The most important are Lake 

Victoria and Lake Tanganyika. This large tectonic pit also holds a great record: that of 

having been the cradle of mankind. In fact, it is here that the oldest human artifacts 

have been found. 

There are few states consisting of small islands or archipelagos, but only one large 

island: Madagascar. Situated to the east of the continent, in the Indian Ocean, it is such 

a special country because it is a crossroads between Africa and Asia. 

HISTORY - Despite their proximity to Asia and Europe, many regions have been difficult 

to reach for centuries, both because of the rugged nature of the terrain and the 

compact shape of the coastline, which has few landings.  Phoenicians, Greeks, and 

Romans had trade relations with northern Africa; they were less familiar with Africa 

south of the Sahara, although there are verified relations between Greeks and 

merchants on the coast of what is now Eritrea and expeditions along the course of the 

Nile to modern Kenya are mentioned in Roman literature. 

Sub-Saharan Africa instead has always had a mercantile connection with Asia along the 

eastern coasts, although there are no records about until the year 1000. It is precisely 

these trade relations with the Orient that opened the door to cultural contamination 

in a continent that has long remained largely isolated from other peoples and cultures.  

Arab slave trade, between the 7th and the 20th centuries, and through the Sahara or the 

Indian route, is estimated to have deported 18 million slaves. Other 7-12 million were 

instead took to the New World, during the period of the Atlantic slave trade between 

the 15th and 19th century1.  In the territory has flourished several empires, Mali2 and 

 
1 (Andrade, 2017, p. 20) 
2 West Africa, c. 1226-1670 
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Ghana3, and great kingdoms: Great Zimbabwe4 and kingdom of Congo5 are some 

examples. That of centralization of power with the emergence of nation-states was a 

development still taking place at the time of European colonization. Starting from the 

XV century, this territory became a destination for exploration and conquest by 

European powers. Great navigators such as Bartolomeo Diaz (who first reached the 

southern tip of Africa in 1487), and Vasco da Gama (circumnavigated the continent in 

1497), opened new routes along the African coast. Thus began the exploitation of 

Africa's resources, both natural and human. 

To the colonial period we owe the present states, geometric divisions of territories and 

populations, causes of many disputes along the drawn boundaries. The criteria were 

one of control and economic convenience. The opinions about its economic impact are 

biased between researchers: some scholars believe that colonial rule had a beneficial 

impact on the development of the area, while others believe that development was 

slowed down. Among them, Frantz Fanon “have argued that the true effects of 

colonialism are psychological and that domination by a foreign power creates a lasting 

sense of inferiority and subjugation that creates a barrier to growth and innovation.”6 

The official languages of the sub-Saharan countries still reflect those of the colonizing 

countries: the United Kingdom and France mostly and in a minor way Portugal, Spain, 

Belgium, Germany and Italy. Of course, these are in addition to the indigenous 

languages (the most widespread and well-known is Swahili on the East Coast, which 

originated from the combination of the Bantu and Arabic languages). After the 

conclusion of World War II almost all the colonial territories gradually obtained 

independence. Rhodesia, for example, unilaterally declared its independence from the 

 
3 West Africa, 100/300-mid-1200s 
4 Southern Africa, c. 1220–1450 
5 Central Africa, 1390-1862 independent state, 1862-1914 vassal state of the Kingdom of Portugal 
6 (Andrade, 2017, p. 61) 
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United Kingdom in 1965, but this was internationally accepted (as Zimbabwe) only 15 

years later in 1980, after a fierce guerrilla warfare. But this was also the period of the 

cold war. At that time, becoming independent meant also choosing with which of the 

two superpowers to align: URSS (which sustained with military aid mainly the northern 

Africa) or USA (central and southern Africa). The emergence of the independent states, 

however, due to the legacy of colonial policies, internal quarrels, the presence of 

different ethnic groups, lack of political and economic structure and poverty were often 

the cause of disputes, many times escalating into actual civil wars. 

Decolonization (1960s-1970s) resulted in the mass emigration of white settlers. 

Nevertheless, white Africans are still an important minority in many states, particularly 

in South Africa. Colonization, especially the British one, had also brought in Indians, 

which is the reason why today there are several of their communities in the former 

British colonies (South Africa mainly, but also Kenya and Tanzania, the one in Uganda 

was expelled in 1972 by the dictator Idi 

Amin). 

Since colonialism, states in this territory 

have been marked by political instability, 

corruption, violence and authoritarianism. 

There are few democratic governments, 

many more are presidential republics. 

Coups leading to military dictatorships are 

not uncommon. The instability between 

ethnic groups was exacerbated by colonial 

leaders to gain political advantage. In many 

cases, in fact, the new government was 

seen as the only solution that could 

establish and maintain order.  

Figure 4 - The Economist, Dec 28th, 2023, Death, debts and 
democratic doubts in Africa 
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A tragic event to not forget is the Rwandan Genocide in 1994. Around 800 thousand 

people were killed for racial reasons. The most devastating military conflict of the last 

years is the Second Congo War (1998-2003) with an estimation of 5,5 million victims, 

for most of the hunger and disease. Since 2003 there is also an ongoing war in Sudan, 

in Darfur, which has become a humanitarian disaster.  The 30 years long war in Angola 

ended in 2002 and with it many countries started shifting from the communism to new 

market reforms. The improved economic stability led to an increasing interest in foreign 

direct investment into many regions.  

LANGUAGES - In addition to those imported by European settlers, there are over a 

thousand indigenous languages (Swahili, Yoruba, Igbo and Hausa just to name some) 

and it is not rare that an individual can speak several. Usually in the public sphere it is 

preferred the European language, the first language children study at school, the 

language of commerce and used by the government. 

ETHNIC GROUPS - There will be almost 3,000 of them because of the fragmentation of 

the continent in the precolonial age into countless autonomous tribes and kingdoms 

and because of migrations and crossbreeding.  

RELIGION - Africans profess a multitude of different beliefs, different depending on the 

tribe. Statistics on this, however, are difficult to make and retrieve since it is a sensitive 

and difficult subject for governments. However, according to the World Book 

Encyclopedia, Christianity and Islam are the two largest religions.  

POPULATION - Data from the World Bank report that in 2022 the population was 1221 

million, number that has consistently proven to be on the rise. In recent years, growth 

has been between 2 and 3% (declining slightly), stable range over the past 50 years. 20 

years ago, population was 727 million and 50 years ago, it was 318 million7. At present, 

 
7 (WB, 2022) - Total population is based on the de facto definition of population, which counts all residents 
regardless of legal status or citizenship. The values shown are 2022 midyear estimates. 
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the population of this macro region accounts for 15% of the world's population (Euro 

area has 4% and north America 5%)8. “Over the next 26 years it may expand by another 

900 million people. By 2100, five of the world’s seven most populous cities could be 

African. Lagos, unnavigable at the best of times, may be home to 88 million people.”9 

As for density, there are huge disparities between the different states. The lowest 

values are observed in the desert areas of Mauritania (4,48 people per sq. km of land 

area), Namibia (3,07) and Botswana (4,57). In contrast, the largest population 

concentrations are recorded on the Gulf of Guinea coast, South Africa, the islands and 

the eastern Great Lakes region, where natural resources and climate afford better living 

conditions. The average density is however 49,44. It is the double than North America 

(20,65), half of East Asia and Pacific (96,80). Other examples are Euro Area (128), Arab 

World (34,85), Latin America & Caribbean (32,69). 10 

An interesting fact concerns the age of the population. The people of SSA are in fact 

very young. 41,82% are under the age of 14 years old, just 3,04% are over 65 and the 

remaining 55,14% is between 15 and 6411. This is both because the population is 

growing, so many children are coming into the world, and because life expectancy is 

very low: the proliferation of diseases such as AIDS and wars result in a substantial 

proportion of the population not reaching old age. Life expectancy is in fact on average 

60,24 years (world’s is 71,33 and Euro area 80,71)12. It collapses to only 52 in Chad and 

Nigeria and becomes slightly above average, with a value of 62, in East Africa and 

significantly higher, almost 70 years, in the islands13.  

 
8 (WB, 2021) 
9 (Can satellite cities help solve Africa’s urbanization challenges?, 2024, Jan 11th ) 
10 (WB, 2021) - Population density is 2021 midyear population divided by land area in sq. km. 
11 (WB, 2021) 
12 (WB, 2021) 
13 (WB, 2021) - Life expectancy at birth indicates the number of years a newborn infant would live if prevailing 
patterns of mortality at the time of its birth were to stay the same throughout its life. 
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Having such a young population, so many children and young people compared to the 

elderly, has proven to be an excellent health shield against the Covid-19 pandemic, 

which has instead severely affected countries with older populations. 

HOUSING - Such a rapid increase in population, however, leads to an issue: are there 

enough houses to accommodate all these people? According to the Centre for 

Affordable Housing Finance in Africa, in almost sub-Saharan countries, even the 

cheapest new home is not affordable for a typical teacher or police officer, given the 

mortgage they could obtain; it should also be added that a large part of the population, 

85%, does informal jobs, so they cannot obtain a credit.  

Moreover “the lack of land titles hits supply and drives up prices. Developers need this 

paperwork before they can build; without it they risk losing the entire investment. Yet 

just 4% of countries in Africa have mapped and registered the private land in their 

capital cities. On average it costs more than 7% of the value of the property to register 

it. In parts of Nigeria this cost reaches 20%.”14 

All these reasons lead to many people living below standards, without reliable 

electricity and toilets. Half of the people living in African cities, 230 million, live in slums 

and this number is on the rise due to urbanization and population growth.15 The 

problem originates from uncontrolled building. 90% of people build their own houses 

and do it as they are able with the materials and money they have.  Ian Shapiro of Reall, 

an investor in African housing, sustains that the construction of these homes could be 

beneficial not only for slum dwellers, but also for growth, employment and, potentially, 

climate-friendly buildings.  

An interesting case is that of Nairobi, the capital of Kenya. Established in the late 1800s 

as a home for workers building the railway to link Mombasa with the hinterland, it soon 

 
14 (How to house the world's fastest-growing population, 2024, Feb. 7th) 
15 Ibidem 



18 
 

became an industrial, commercial, and cultural center of the country. It was initially 

structured according to a strict racial division: each ethnic group lived in its own 

neighborhood. However, since about 1950s this division has been abandoned, but the 

city remains clearly split in two: next to the urban center, slums and dumpsites crawl, 

where three-quarters of the urban population live in unacceptable hygienic and 

sanitary conditions. 

FERTILITY RATE - Women in this macro-region give birth to an average of 4,6 children 

each. This number is huge if compared to the 1,5 of Euro Area, 1,64 of North America. 

It gets a little closer the 3,14 of the Arab world. It is however decreasing compared to 

the past: 30 or 50 years ago the media was around 6 or 7 children per woman. Once 

again it is the islands that differ most from the general trend, where fertility rate is of 

2,9.  

GDP PER CAPITA (current US$) – World bank definition of GDP per capita is “gross 

domestic product divided by midyear population. GDP is the sum of gross value added 

by all resident producers in the economy plus any product taxes and minus any 

subsidies not included in the value of the products. It is calculated without making 

deductions for depreciation of fabricated assets or for depletion and degradation of 

natural resources.” GDP in current US dollars is on average 1701. It is 2003 west Africa, 

1086 in central Africa, 1163 in east Africa, 3183 in southern Africa and 5275 in insular 

States. It is possible, however, to see great disparities even within the subregions 

themselves. For example, among island states, they range from a per capita GDP of 517 

in Madagascar to 13250 in the Seychelles (the archipelago since its independence in 

1976 has transformed from a simple exporter of coconuts into Africa's richest country). 

The absolute lowest value, however, is that of Burundi with 25916. 

 
16 (WB, 2022) 
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GDP (current US$) – Total GDP of sub-Saharan Africa, according to WB data, was in 

2022 over 2060 billion US$, 2% of global GDP. Just to have a comparison, Euro Area 

represents the 14%, North America the 27%, and East Asia and Pacific 30%. If you want 

to keep looking at how global GDP was formed in the past, you will find that Sub-

Saharan Africa's share remains the same for 50 years. What has changed is the Euro 

Area and North America, which have given up a good portion (down from a 25 % and 

33% in 1973, respectively) and East Asia and Pacific, which has almost doubled (it was 

at 16% in 1973). For other parts of the world, there has been no significant movement. 

Economic activity in SSA is expected to accelerate to 3,7% in 2024 and 4,1% in 2025 

thanks to a recovery in global output and trade, lower global inflation, and gradual 

easing of global financial conditions.17 

17,3% of total GDP is the value added by agriculture, forestry, and fishing (including 

therefore also hunting, as well as cultivation of crops and livestock production). The 

values can be more explanatory if we analyze the different sub-regions: in west Africa 

it represents 24,55% of total GDP, with the peak of 60,45% in Sierra Leone, central 

Africa 21,86%, east Africa 22,42%, southern Africa 10,2% and insular States 13,90%. 

This is a very high percentage, as the global average is only 4.33%.  Agriculture remains 

therefore keystone of many SSA economies, employing a significant part of the 

population. However, subsistence agriculture is not only used in rural areas, but there 

is also an increasing focus on commercial agriculture to increase productivity and food 

security. 

28,2% instead comes from industry (including construction, mining, manufacturing, 

electricity, water, and gas). This value is almost in line with world’s 27,51%. More 

precisely it is in west Africa 27,93%, central Africa 29,38%, east Africa 19,94%, southern 

Africa 31,76% and insular States 13,48%. Industrialization levels hence vary within the 

region: some countries have developed manufacturing sectors, others are still 

 
17 (World Bank, 2023) 
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predominantly agricultural. Fostering industrialization is a focus for many governments 

to stimulate diversification of economies, employment creation and boost economic 

growth.  

It should be specified, that the African industrial revolution certainly did not take place 

at the same time as the British one. Rather, it is a much more recent process (it is 

sufficient to give a look at how widespread electricity, two pages from now), however 

characterized by heavy exploitation of raw materials and low productivity. The 

opportunity, for one that comes later instead, would be to take an innovative path: 

choosing environmental and social sustainability could be the foundation for a green 

and inclusive growth that preserves nature and ensures fair labor. 

The service sector is growing in importance throughout sub-Saharan Africa. 

Urbanization, rising levels of disposable income and technological progress are driving 

the expansion of service-based industries. 

26,64% is indeed the value added by the exports of goods and services, which include 

the value of merchandise, freight, insurance, transport, travel, royalties, license fees, 

and other services, such as communication, construction, financial, information, 

business, personal, and government services. They though exclude compensation of 

employees and investment income and transfer payments. in west Africa it represents 

33,03% of total GDP, 28,18% in central Africa, 11,13% in east Africa, 39,69% in southern 

Africa and 50,45% in insular States. World’s average is instead 31,07%18. 

On the other hand, we can see how imports impact on total GDP.  The average is 27,14% 

in this macro region, compared to 30,47% globally. In west Africa it is 38,41% of total 

GDP, central Africa 33,38%, 26,93% in east Africa, southern Africa 45,98% and 63,08% 

in insular States.  

 
18 (WB, 2022) 
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However, events such as Covid-19, ongoing wars, on the continent and around the 

world (particularly the conflicts in Ukraine and Palestine), and the persistent threats of 

climate change have in the most recent period directly or indirectly affected the 

economic growth of SSA as well.19  

GDP GROWTH – “These multiple and dynamic shocks have weighed on Africa’s growth 

momentum, with growth in real GDP estimated at 3,8% in 2022, down from 4,8% in 

2021. The outlook remains positive and stable, with a projected rebound to 4% in 2023 

and further consolidation to 4.3 percent in 2024.”20  

 

Figure 5 - Growth performance and outlook, by region, 2020–24 Source: African Development Bank statistics 

 
19 (African Development Bank Group, African Economic Outlook – Mobilizing private sector financing for climate 
and green growth in Africa, 2023) 
20 Ibidem 
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ACCESS TO ELECTRICITY – Not having electricity means more pollution because you do 

use sources that generate more CO2 for the same output. It also means that you live by 

sunlight, and when night falls, it is harder to work, read and study. For many children it 

is an injury to their right to study. On average, only half people have access to electricity. 

The area is therefore far from Thomas Edison’s goal “We shall make electric light so 

cheap that only the wealthy can afford burn candles”. There are Countries however 

where only few people have access to electricity. The percentage is below 20% in 

Burkina Faso (18,95), Niger (18,60), Central African Republic (15,68), Malawi (14,19), 

Chad (11,27), Burundi (10,23). However, the negative record is held by South Sudan 

with just 7,75%21. Positive records, on the other hand, occur in Ghana (86,30), South 

Africa (89,3), Gabon (91,81) and the islands. In the Seychelles it even goes up to 100%, 

like Euro Area and north America.   

CO2 EMISSIONS - Carbon dioxide emissions are those stemming from the burning of 

fossil fuels and the manufacture of cement. They include carbon dioxide produced 

during consumption of solid, liquid, and gas fuels and gas flaring. They account for the 

largest share of greenhouse gases, which are associated with global warming. For this 

index, in 2024, the most recent available data are about 2020. In sub-Saharan Africa 

the average is of 0,66 metric tons per capita. The peaks are in South Africa (6,69) and 

Seychelles (6,08). Just to compare, Euro Aera is 5,46 and north America 13,09 metric 

tons per capita22.  

 
21 (WB, 2021) 
22 (WB, 2020) 



23 
 

 

Figure 6 - Global increase in CO2 emissions, 1990-2019. Source: UNCTAD calculations based on WB data 

 

Figure 7 - Africa: Average CO2 emissions per capita compared with world average. Source: UNCTAD calculations based on 
WB data 

NATURAL RESOURCES – The most important resources are deep underground. 

Immense reserves of metals (especially gold – 40% of global production, platinum, 

manganese, cobalt, bauxite, copper, lead, and zinc) and precious stones (especially 

diamonds – 46% of the world total) are located in the mining regions south of the Tropic 
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of Cancer. The DRC has 70% of the world’s coltan23. It also has 30% of the world's 

diamond reserves. Guinea is the largest exporter of bauxite. As for oil, the largest 

producer in the area is Nigeria. However, the fields are controlled by foreign 

multinationals and the country does not enjoy its revenues. Those who have benefited 

over time, however, has been the political class. The extraction practice is often 

hampered by local mafia groups who cause accidents and plant breakdowns (estimated 

to cost 30% of production), which result in environmental disasters. They are aided by 

the workers themselves, who underpaid, easily accept money for acts of sabotage or 

relaxation of surveillance. 

 

Figure 8 - Raw materials used In the manufacture of mobile phones. Source: UNCTAD based on US Geological Survey’s data 

 
23 Coltan is a mixture of two minerals: columbite and tantalite. It occurs as a rock that tends to flake to form dark 
powder. Tantalum, which is widely used in the electronics, space and telecommunications industries, is derived 
from it. 



25 
 

In the green transition, a big step planned and scheduled by the European Union is the 

abolition of fuel-powered cars. What many people ignore is the pollution from the 

production of electric car batteries, the demand for which has exploded recently 

following those, also for batteries, of cell phones and photovoltaic and solar energy 

storage. Cobalt mining, especially in Congo (where 2/3 of the world's production comes 

from), is one of the filthiest activities there is, employing fossil fuels and corrupting the 

environment. And the unsustainability is not just environmental: the work involves the 

exploitation of children and abuses against human rights. Explains Siddharth Kara in his 

book Cobalt Red24, which investigated Congo's cobalt mining practices, how for these 

reasons Western environmentalism in African eyes, aware of its cost, looks 

contradictory and hypocritical.  

Yet, those raw materials relevant to the ecological and digital transition exist in Europe 

as well, Sweden is rich in them, but also in Italy we have something that could reduce 

pressures on Africa and China and minimize pollution given by its production, which we 

could perform with much higher standards. Not enough, however, to afford to do it at 

home, where it somehow annoys citizens anyway, who therefore prefer to ignore it and 

let someone else pay the consequences today. And tomorrow who knows. 

COMMODITIES – Many countries heavily depend on export of commodities like oil or 

other agricultural products, but also minerals. Although this dependence can bring 

considerable income during commodity booms, also exposes economies to external 

volatility and price shocks when markets fall (subordination to international market 

trends, vulnerability to natural disasters25, wars etc.). This vulnerability to commodity 

price fluctuation, can be reduced through diversification.  

 
24 (Kara, 2023) 
25 Droughts, floods and desertification severely strain the agricultural sector, water resources and livelihoods. 
These are even more intensified by climate change. Implementing climate mitigation and adaptation measures, 
promoting sustainable resource management practices and investing in renewable energy are essential to build 
resilience and attenuate environmental risks. 
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“African leaders are so brilliant that the majority of the countries give special rights to 

foreign investors to extract raw materials (oil, coffee, cocoa, cotton, etc.) which are 

exported at undervalued prices and then imported back by African companies as end 

products for consumption by Africans (examples: chocolates, cotton for hospitals, 

roasted coffee and cereals).”26 Although more than six decades have passed since the 

colonial times in fact, Africa keeps supplying underpriced raw material to international 

markets to buy back the end products (oil for petroleum, cocoa for black chocolate and 

other products like cookies, green coffee to roasted coffee). 

INFRASTRUCTURE DEVELOPMENT - The overall infrastructure, which is essential for 

enhancing productivity, facilitating trade and attracting investment, is still poor: roads, 

railways, ports, energy and telecommunications are inadequate. Population growth 

and urbanization request indeed an improving access to infrastructure, and the supply 

is not sufficient, representing an obstacle to economic development.   

In recent times, the development of the largest infrastructural projects in the region 

has been handled by the Chinese. “Beijing-backed firms have redrawn the continent’s 

transport map. Thanks to China’s engineers and bankers you can hop on a train in Lagos 

to beat the traffic to Ibadan (both in Nigeria), drive across parts of eastern Congo in 

hours rather than days or fly into any one of dozens of recently spruced-up airports 

from Zanzibar to Zambia.”27 In 2020 Chinese firms were responsible for 31% of all 

infrastructure projects, for a value over $50 million, according to Deloitte, a 

consultancy. This percentage was only 12% in 2013. The trend is reverse for western 

firms, which had the 37% in 2013, and dropped to 12% today. The total amount 

invested by Chinese development banks provided between 2007 and 2020 $23 billion 

for African infrastructure, compared with $9.1 billion from all other development 

banks.28 “Given such generosity, it is hardly surprising that some African governments 

 
26 (Andrade, 2017, p. 30) 
27 (How Chinese firms have dominated African infrastructure, 2022, Feb 19th) 
28 Ibidem 
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are predisposed to favor Chinese firms. Western governments, by contrast, often spend 

aid on unglamorous and sometimes unpopular things like educating girls.”29 For 

western firms Africa appears too risky, and therefore they stay away, and Chinese firms 

win because they have no competition. Anyway, according to McKinsey, another 

consultancy, 80% of infrastructure projects in Africa do not pass the planning stage.  

DEBT SUSTAINABILITY: Several SSA countries deal with challenges regarding debt 

sustainability. The reasons are high debt levels, weak fiscal management and 

dependence on external loans. Balancing the need for infrastructure investments 

together with prudent fiscal management is crucial to secure sustainable development.  

INFLATION – As with most other data, the latest measurements available are those of 

2022. So, we rely on the African Economic Outlook for more recent estimates. “Africa’s 

average consumer price inflation is projected to increase from an estimated 14,2% in 

2022 to 15,1% in 2023, and to decline to 9,5% in 2024.”30 Where the increase is 

explained by high dependence in food and energy imports, whose prices have been 

rising, and the subsequent decrease reflects the tighter monetary policy and efforts to 

encourage domestic food supply. 

 

Figure 9 - Inflation in SSA, 1975-2022. Source: WB data, data.worldbank.org/indicator/FP.CPI.TOTL.ZG?locations=ZG 

 
29 (How to house the world's fastest-growing population, 2024, Feb. 7th)  
30 (African Development Bank Group, African Economic Outlook – Mobilizing private sector financing for climate 
and green growth in Africa, 2023) 
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“Africa’s average fiscal deficit is projected to stabilize at 4,1% of GDP in 2023 and could 

narrow to 3,8% in 2024, below the pre-pandemic 4% in 2019.”31 

EXTERNAL FINANCIAL FLOWS – African Development Bank provides in its Economic 

Outlook, a summary of how the financing coming into Africa is made up. Thus, it 

proposes a decomposition of it, as we can see from the image below outlined in 

remittances, portfolio investments, ODA and FDI. To better understand what we are 

talking about, remittance means “money that is sent from one party to another. 

Broadly speaking, any payment of an invoice or a bill can be called a remittance. 

However, the term is most often used nowadays to describe a sum of money sent by 

someone working abroad to their family back home. A portfolio investment instead is 

the ownership of a stock, bond, or other financial asset with the expectation that it will 

earn a return or grow in value over time, or both. It entails passive or hands-off 

ownership of assets as opposed to direct investment, which would involve an active 

management role.”32 ODA and FDI will be better explained in later chapters.  

 

Figure 10 - External financial flows to Africa, 2015-2021. Source: African Development Bank statistics and staff calculations 
assuming constant ODA between 2020 and 2021 

 
31 (African Development Bank Group, African Economic Outlook – Mobilizing private sector financing for climate 
and green growth in Africa, 2023) 
32 (Investopedia)  
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FINANCIAL SERVICES – It is still limited in this area, in rural regions. Promoting financial 

inclusion with innovative technologies such as mobile banking and microfinance is key 

to supporting economic growth and entrepreneurship. In order for SSA countries to be 

able to finance investments in human capital, health and infrastructure, which are 

necessary for economic and social growth, a broadening of the tax base is needed. It 

would be helpful to improve the fiscal structure, imposing new taxes where possible, 

for instance on soft drinks and land valuation, and making the existing ones more 

effective. However, it must be said that not the entire population is digitally literate and 

has access to the Internet and digital infrastructures which however are in expansion.  

AFRICAN GREEN BANK – In order to provide funding suitable for the concrete 

development of innovative and sustainable solutions, the green bank model, initiated 

by the UK and US and then exported around the world has its developments in Africa 

starting with COP27 (2022). “The African Green Bank Initiative is dedicated to 

structuring an enabling policy environment and conductive ecosystem of local Green 

Finance Facilities (GFFs). Based on a blended finance approach on both uses and 

sources of funds, this network of GFFs will help by customizing investments to local 

needs and creating a pipeline of bankable projects to enable more climate finance 

mobilization toward a climate-resilient, Paris-aligned, green, and sustainable growth.”33  

MOBILE SUBSCRIPTIONS – Every 100 people, in sub-Saharan Africa, there are 88,57 

mobile subscriptions (the lowest registrations are concentrated in central and east 

Africa). World’s mean is 108,02. Everywhere else, this value is over 100, and the record 

is recorded in East Asia and Pacific with 129,81. This means that almost all have a 

mobile phone, many even more than one34.  

 
33 (African Development Bank Group, African Economic Outlook – Mobilizing private sector financing for climate 
and green growth in Africa, 2023) 
34 (WB, 2022) 
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REGIONAL INTEGRATION - “The African Union is a pan-

African organization whose goal is to propel a united 

continent towards peace and prosperity, working since 

1999. It supports political and economic integration among 

its 54 member nations. It aims to boost development, 

eradicate poverty and bring Africa into the global economy. 

[…] The confederation’s goal includes the creation of a free 

trade area, a customs union, a single market, a central bank and a common currency 

(African Monetary Union).”35 AU is the evolution of OAU, the Organization of African 

Unity, founded in 1963. Among the main objectives of the OAU were to encourage 

political and economic integration among its member states and to eradicate 

colonialism and neo-colonialism from the African continent. 

In 2018, the AU encouraged the establishment of the African Continental Free Trade 

Area (AfCFTA). However, to fully exploit the potential of regional integration, it is 

necessary to overcome trade barriers, align regulations and improve infrastructure 

connectivity. Supporting regional cooperation would benefit economies of scale and 

agglomeration, which in turn would allow for technological improvement and thus 

make the region globally more competitive. 

REGIONAL ECONOMIC COMMUNITIES  

“Experts agree that regional integration expands markets and trade, enhances 

cooperation, mitigates risk, and fosters sociocultural cooperation and regional stability. 

Regional integration has also been shown to maximize the benefits of globalization 

while countering its negative effects, and to stimulate development in least-developed 

countries by improving productive capacity and encouraging investments in those 

pieces of infrastructure that holds the most economic potential.”36 

 
35 (Andrade, 2017, p. 35) 
36 (AFRICA Regional Integration Index, 2019) 

Figure 11 – AfCFTA logo. 
Source: au-afcfta.org 
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The following table provides some basic information on the main regional economic 

communities. In the last column, you can see the level of regional integration reported 

by the 2019 AFRICA Regional Economic Communities report37.  

Table 2 – Main regional economic communities in SSA. Personal elaboration. 

  Acronym for  Type 

Founding 

Year Member States Goals 

Regional 

Integration 

            ARII 2019 

COMESA 

The Common Market 

for Eastern and 

Southern Africa 

Free Trade 

Area 1994 

Djibouti, Eritrea, Ethiopia, 

Somalia, Egypt, Libia, Sudan, 

Tunisia, Comoros, Madagascar, 

Mauritius, Seychelles, Burundi, 

Kenya, Malawi, Rwanda, 

Uganda, Eswatini, Zambia, 

Zimbwe, DRC 

Promote free trade and 

economic integration among 

member states 0,367 

CEMAC 

Economic and 

Monetary 

Community of 

Central African 

States 

Customs 

Union 1964 

Cameroon, Chad, Central 

African Republic, Gabon, 

Equatorial Guinea, Republic of 

the Congo 

Collective autonomy, raise 

the standard of living  and 

maintain economic stability  N/D 

EAC 

East African 

Community  

Customs 

Union 1967 

Burundi, DRC,  Kenya, Rwanda, 

Somalia, South Sudan, Uganda 

and Tanzania 

Promote political, economic 

and social cooperation 

among East African countries 0,537 

ECCAS 

Economic 

Community of 

Central African 

States  

Free Trade 

Area 1983 

Angola, Burundi, Cameroon, 

CAF, Chad, DRC, Equatorial 

Guinea, Gabon, Republic of the 

Congo, Rwanda, São Tomé and 

Príncipe 

Promoting economic 

cooperation and 

development in the Central 

African region 0,442 

ECOWAS 

Economic 

Community of West 

African States  

Free Trade 

Area 1975 

Benin, Burkina Faso, Cape 

Verde, Gambia, Ghana, Guinea, 

Guinea-Bissau, Ivory Coast, 

Liberia, Mali, Niger, Nigeria, 

Senegal, Sierra Leone, Togo 

Promoting economic 

integration in the West 

African region 0,425 

IGAD 

Intergovernmental 

Authority for 

Development  

Free Trade 

Area 1986 

Djibouti, Ethiopia, Somalia, 

Eritrea, Sudan, South Sudan, 

Kenya, Uganda 

Addressing development and 

security issues in the Horn of 

Africa region.  0,438 

SADC 

Southern African 

Development 

Community 

Free Trade 

Area 1992 

Angola, Botswana, Comoros, 

DRC, Eswatini, Lesotho, 

Madagascar, Malawi, Mauritius, 

Mozambique, Namibia, 

Seychelles, South Africa, 

Tanzania, Zambia, Zimbawe 

Promoting socio-economic 

development, peace and 

security in the southern 

African region 0,337 

 

OPEN SKIES for Africa – was signed in 1988, as the Yamoussoukro Decision, in order to 

liberalize the aviation sector and improving the sky transportation network across the 

continent, safety and lower fares. It became binding in 2002, but its implementation 

has fallen short. What inhibits it is the idea of protecting the national airlines of the 

states. “A historic opportunity is being missed,” said Schlumberger. “Ten countries have 

not signed on to or completed proper ratification of this decision, and many others that 

 
37 (ADBG, AU, & UN, 2019) 
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are signatories have not implemented it. Meantime, most countries in Africa that have 

abandoned their ailing carriers and opened up to foreign operators now have air 

services, both passenger and freight, that are more efficient, safer, and with more 

competitive prices.”38 

FDI - Today, the rate of return of FDI there is the world’s highest. Sub-Saharan Africa 

attracts it for energy, mining, infrastructure and telecommunications. The main 

challenges remain regulatory uncertainty and political instability.  

LEAST DEVELOPED COUNTRIES 

The UNCTAD drew up a list of the least developed countries (LDCs). The list is usually 

updated every three years, when the Committee for Development Policy (CDP) 

evaluates the development of progress and decides whether there are countries to be 

added to the list or whether some should be promoted. 

List of December 2023 will follow. 

 

Figure 12 - map of least developed countries. Source UNCTAD, unctad.org/topic/least-developed-countries/list 

“These 45 LDCs are distributed among the following regions: 

 
38 Charles Schlumberger, Lead Air Transport Specialist at the World Bank 
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1. Africa (32): Angola, Benin, Burkina Faso, Burundi, Central African Republic, Chad, 

Comoros, Democratic Republic of the Congo, Eritrea, Ethiopia, Gambia, Guinea, 

Guinea-Bissau, Lesotho, Liberia, Madagascar, Malawi, Mali, Mauritania, 

Mozambique, Niger, Rwanda, Sao Tome and Principe, Senegal, Sierra Leone, 

Somalia, South Sudan, Sudan, Tanzania, Togo, Uganda and Zambia 

2. Middle East and North Africa (1): Djibouti 

3. Asia (8): Afghanistan, Bangladesh, Cambodia, Lao People’s Democratic Republic, 

Myanmar, Nepal, Timor-Leste and Yemen 

4. Caribbean (1): Haiti 

5. Pacific (3): Kiribati, Solomon Islands and Tuvalu”39 

As can be seen from the picture and the list of countries, underdevelopment is 

particularly concentrated in the Sub-Saharan African region. But why? 

CONCLUSION: WHY IS THE RICHEST CONTINENT IN NATURAL RESOURCES STILL 

POOR? 

Lithium and cobalt represent the new oil, and China appears to be in control of 

production. But if Saudi Arabia dominated the oil economy because of a natural factor, 

meaning its subsoil was particularly rich in it, the Chinese, with only 8% of the world's 

natural reserves, succeeded early on in securing extraction rights in African lands 

and/or supply contracts and only deal with the processing, which is too polluting for 

the Europeans, who nevertheless, dirty work done, benefit from the results. America 

has instead decided to team up with Australia, source of 53% of the world's crude 

lithium, which, however, offers it refined at a significantly higher price (given average 

wages).   

An area both blessed and damned by its resources, which excite the insatiable 

appetites of local militias and foreign countries.  

 
39 (UN, list of least developed countries, 2023) 
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Political instability, corrupt governments, lack of rule of law, dependence on 

commodity exports and price fluctuations, economic and psychological subjugation by 

other countries in fact harm development, inadequate infrastructures, environmental 

degradation and diseases certainly represent factors that have contributed to constrain 

development and discourage investment in SSA. In the following chapters, we will try 

even further to understand how and what choices might represent a turnaround, but 

right now it is fair to dwell for a moment on human development with educational 

attainment (mean years of schooling are listed in HDI paragraph, chapter 2). Indeed, 

one other important reason of backwardness could be poor education. “Someone born 

in poverty will continue to be poor for life unless has the opportunity to study and 

invest on their education.”40 Many studies demonstrated that educated politicians, 

meaning high education, not just primary and secondary, tend to rule better, taking 

better decisions. This is because they have the tools to understand how the world goes, 

how things work. They understand economics, commodity prices, trade agreements 

and many other concepts. And good governance means lead the nation towards 

prosperity41. Teddy Brett of the London school of economics argues that the absence 

of a business class inhibits growth. And not all African leaders received higher 

education. And the problem would stop there if it were not for the fact that these 

people then, are limited in their understanding of the actual benefits of higher 

education for their peoples. But after all, informed people would understand how 

harmful dictatorships are and could become threats. Or could they contribute to 

economic growth in a way resilient to external shocks? 

To understand whether this is a bias or the reality of the facts, you can check the 

transparency international corruption perception index. It assigns each state a score 

and creates a ranking, so that you can figure out top and bottom performers. At the 

very bottom of the ranking, or, if you prefer, the most corrupt are Somalia (11pt.) and 

 
40 (Andrade, 2017, p. 26) 
41 (Bloom, Changing, & Chan, 2006) 
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South Sudan (13 pt.) together with Venezuela and Syria (outside our area of interest)42. 

Corruption, together with political instability and weak governance can obstruct 

economic growth and discourage investment in the region. Strengthening institutions, 

improving transparency and promoting good governance are essential to create an 

environment favorable to sustainable development. 

  

 
42 (CORRUPTION PERCEPTIONS INDEX, 2023) 
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CHAPTER 2 – ECONOMIC DEVELOPMENT AND DEPENDENCY 

ON INTERNATIONAL AID 

WHAT DOES ECONOMIC DEVELOPMENT MEAN  

Before continuing with the theory's unfolding, let us clarify a concept that will be 

mentioned very often because it is central to the discussion: economic development 

means “the process in which an economy grows or changes and becomes more 

advanced, especially when both economic and social conditions are improved”43. 

“Economic development describes a process of improving economic and social well-

being of people in a specific area. In addition to qualitative and quantitative growth, it 

includes social and environmental aspects.”44  

HOW IS ECONOMIC DEVELOPMENT MEASURED? 

GDP 

Generally, the most popular measure has always been Gross Domestic Product. It, 

briefly, can be defined as the value of goods and services produced within a State. 

However, to return a more complete picture of overall well-being it needs to be 

integrated with other indicators reflecting aspects such as inequality, environmental 

quality, health and social inclusion.  

The introduction of this indicator dates to the 1930s, when, after the Great Depression, 

the economist Simon Kuznets thought of an indicator of progress. The same, some 

years later, cautioned that this indicates the quantity of growth and not its quality.  

Many think that contrary to the frequent use of this indicator, it is not the best measure 

of a country's welfare. They point to its anachronism: created nearly a century ago, it 

is no longer able to reflect current economic trends, it is a mere measure of the market 

economy and being an average, it do not represent how wealth is distributed. For these 

 
43 (Cambridge Dictionary) 
44 (Springer) 



37 
 

reasons, there are attempts to refer to other indicators or invent new ones, as proposed 

in 2007 in the conference “Beyond GDP” hosted by the European Commission, 

European Parliament, Club of Rome, the Organization for Economic Cooperation and 

Development and the Worldwide Fund for Nature.  

Among the alternative indexes to GDP for measuring economic development, there is 

the HDI. 

HDI 

The HDI is a synthetic index, invented by the Pakistani economist Mahbub ul Haq in 

1990 and later deployed by UNDP, that shows the development of a country, however 

not from an economic perspective, but in human terms. It is given by the geometric 

mean of normalized indicators of three dimensions: a long and healthy life, access to 

knowledge and an acceptable standard of living. “The health dimension is assessed by 

life expectancy at birth, the education dimension is measured by mean of years of 

schooling for adults aged 25 years and more and expected years of schooling for 

children of school entering age. The standard of living dimension is measured by gross 

national income per capita.  

 

Figure 13 - UNDP – human development reports, hdr.undp.org/data-center/human-development-index#/indicies/HDI 
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The HDI uses the logarithm of income, to reflect the diminishing importance of income 

with increasing GNI.”45 Different policies may lead to different levels of HDI in countries 

with the same GNI. Being a synthetic indicator, it eclipses certain details: it does not 

reflect in inequalities or poverty and gender disparity for example. However, it remains 

a very useful tool to provide a general overview of the countries and their development 

over time. Every year the UNDP publishes the report ranking countries according to 

their HDI. Next comes the geographic representation of HDI levels around the world 

and then the focus over our region of study. 

 

Figure 14 – Thematic map of HDI in the world. Personal elaboration on HDI data from UNDP 2022 

 
45 (UNDP, 2023) 
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Figure 15 - Enlargement of the previous map. Personal elaboration  

The following table shows the detail of how the HDI is composed in SSA countries. 

Table 3 - Personal elaboration on HDI data from UNDP 2022 

HDI 
rank 

 

  HDI Life 
expectancy 

at birth 

Expected 
years of 

schooling 

Mean years 
of schooling 

GNI per 
capita 

HDI 
rank 

 Country Value (years) (years) (years) (2017 PPP $)   

2022  2022 2022 2022 2022 2022 2021 

150 Angola 0,591 61,9 12,2 5,8 5.328 150 

173 Benin 0,504 60,0 10,3 3,1 3.406 173 

114 Botswana 0,708 65,9 11,4 10,4 14.842 124 

185 Burkina Faso 0,438 59,8 8,1 2,3 2.037 185 

187 Burundi 0,420 62,0 10,0 3,3 712 187 

131 Cabo Verde 0,661 74,7 11,5 6,1 7.601 132 

151 Cameroon 0,587 61,0 13,4 6,5 3.681 152 

191 Central African 
Rep. 

0,387 54,5 7,3 4,0 869 191 

189 Chad 0,394 53,0 8,2 2,3 1.389 189 
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152 Comoros 0,586 63,7 13,0 6,2 3.261 151 

149 Congo 0,593 63,1 12,4 8,3 2.903 146 

166 Côte d'Ivoire 0,534 58,9 10,1 4,2 5.376 166 

180 DR of Congo 0,481 59,7 9,6 7,2 1.080 180 

133 Equatorial 
Guinea 

0,650 61,2 12,1 8,3 10.663 133 

175 Eritrea 0,493 66,6 7,3 5,1 1.957 174 

142 Eswatini 0,610 56,4 14,9 5,7 8.392 142 

176 Ethiopia 0,492 65,6 9,9 2,4 2.369 176 

123 Gabon 0,693 65,7 12,4 9,6 11.194 123 

174 Gambia 0,495 62,9 9,0 4,5 2.090 174 

145 Ghana 0,602 63,9 11,6 6,4 5.380 144 

181 Guinea 0,471 59,0 10,2 2,4 2.404 182 

179 Guinea-Bissau 0,483 59,9 10,5 3,7 1.880 179 

146 Kenya 0,601 62,1 11,4 7,7 4.808 147 

168 Lesotho 0,521 53,0 11,1 7,5 2.709 168 

177 Liberia 0,487 61,1 10,5 5,3 1.330 177 

177 Madagascar 0,487 65,2 9,2 4,6 1.464 177 

172 Malawi 0,508 62,9 11,5 5,2 1.432 172 

188 Mali 0,410 59,4 7,0 1,6 2.044 188 

164 Mauritania 0,540 64,7 8,1 4,8 5.344 164 

72 Mauritius 0,796 74,0 14,6 10,0 23.252 72 

183 Mozambique 0,461 59,6 10,7 3,9 1.219 183 

142 Namibia 0,610 58,1 11,8 7,2 9.200 139 

189 Niger 0,394 62,1 7,2 1,3 1.283 190 

161 Nigeria 0,548 53,6 10,5 7,6 4.755 162 

161 Rwanda 0,548 67,1 11,4 4,9 2.317 163 

141 S Tome and 
Principe 

0,613 68,8 12,7 5,9 4.054 143 

169 Senegal 0,517 67,9 9,1 2,9 3.464 170 

67 Seychelles 0,802 71,7 13,9 11,2 28.386 71 

184 Sierra Leone 0,458 60,4 9,0 3,5 1.613 184 

193 Somalia 0,380 56,1 7,6 1,9 1.072 .. 

110 South Africa 0,717 61,5 14,3 11,6 13.186 105 

192 South Sudan 0,381 55,6 5,6 5,7 691 192 

170 Sudan 0,516 65,6 8,5 3,9 3.515 169 

167 Tanzania 0,532 66,8 8,6 5,6 2.578 167 

163 Togo 0,547 61,6 13,0 5,6 2.214 160 

159 Uganda 0,550 63,6 11,5 6,2 2.241 160 

153 Zambia 0,569 61,8 11,0 7,3 3.157 154 

159 Zimbabwe 0,550 59,4 11,0 8,8 2.079 159 
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INTRODUCTION: ROOTS OF UNDERDEVELOPMENT 

After clarifying the meaning of economic development and in light of what emerged in 

the first chapter, let us try to understand what factors most often hinder economic 

development in sub-Saharan African countries.  

Often the easiest and quickest answer refers to the period of colonialism and the later 

stages of decolonization. The exploitation and subjugation of populations physically 

and psychologically burdening the capacity to generate development and the unnatural 

partitioning of African states implemented according to the interests of European 

powers, which forced enemy populations to live in the same territory, has more than 

often threatened the political and economic equilibrium on the continent. But if we 

can say this chapter in the history book is concluded, what we see is that the effects 

are still being paid for in the present day, and new forms of exploitation are emerging. 

The immense natural resources, from fossil energy to renewables, from minerals to 

agriculture, continue to be coveted by foreign powers. “Land grabbing” is the name 

given to the phenomenon of exploitation implemented primarily by China to the 

detriment of locals. However, there are also other factors holding back development, 

such as the indebtedness of these countries, fostered by economic circumstances since 

the 1970s (poor countries often borrow from the World Bank or the International 

Monetary Fund to survive, but then fail to repay the interest), and international aid 

programs, which are often ineffective. 

THE ASIAN MODEL 

In the 1970s Singapore and South Korea were poorer than many African states. 

Singapore was a slum plagued by malaria and malnutrition. Today, however, it is 

considered “the Switzerland of the East,” and South Korea has a GDP that exceeds that 

of Italy. Like many other Asian dragons (Taiwan, Hong Kong, China, Vietnam, India and 

Indonesia), these countries have seen rapid development in technology, education and 

welfare, security, law and order. Who knows if Lee Kuan Yew, the premier of Singapore 
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from 1959 to 1990, would have imagined such a development. But if no one would 

have bet on what was later dubbed the “Asian miracle” (and although the name may 

allude to the supernatural, we are faced with human choices and actions), what was 

the determinant that allowed these countries to launch or did not allow a similar course 

for those in Africa? These are the questions through which runs “The Asian Aspiration 

– Why and How Africa should Emulate Asia”46, an essay authored by, among other 

writers, a former president of Nigeria, Olusegun Obasanjo, and an Ethiopian one, 

Hailemariam Desalegn, with the goal of understanding how Asia has managed within a 

generation to lift a billion people out of poverty.  

But if trying to summarize the recipes for Asian successes is difficult, because one risks 

banalizing them, and if the most blamed reason of African underdevelopment - 

colonialism and post-colonial exploitation - could easily fall away since Singapore was 

also a colony of Britain, as well as India, and Indonesia was a Dutch colony, one 

substantial difference remains: the political and propagandistic attitude toward history. 

If in Africa, in fact, there has often been a remark on the negative effects of colonialism, 

on the eternal search for a scapegoat for all problems, focusing precisely on these 

rather than on the search for their solution, in Asia, a point has been put and a new 

start has been tried. Sellapan Ramanathan, president of Singapore from 1999 to 2011, 

said precisely that it led nowhere to harp on the evils of colonialism; the past cannot 

be changed. One should start again knowing that destiny would be created by one's 

own choices and actions, turning the page, creating wealth and sharing it with the 

people. He thus restored centrality, prominence and independence to his own nation.  

What the African leaders did not do, they instead marched on victimhood, constantly 

seeking compensation, continuing to let the West play a leading role and depend on it, 

keeping feeding the narcissism of guilt.   

 
46 (Mills, Desalegn, Merwe, & Obasanjo, 2020) 
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So, one might think of the country's political stability, but Singapore's secession from 

Malaysia in 1965 was contentious and caused internal ethnic, racial and religious unrest 

and tensions with Indonesia. Vietnam was also the unfortunate protagonist of several 

wars against Japan (1940), France (1946-1954), the US (1955-1975) and China (1979) 

and saw violent reunification. Yet even though in the 1990s we still could not see the 

light out of the tunnel, today the country is among the fastest developing and is able 

to attract more foreign investment than China.  

Then perhaps the winning formulas should be sought in economic and social reforms. 

Let's start with the “green revolution” in India, which since the 1960s, with the 

modernization of agriculture (just think that in India today 58% of fertile land is 

irrigated compared to 5% in Africa), has transformed the country from a victim of 

famine to one of the largest exporters of rice, wheat and flour. Let us then mention the 

reversal of attitude toward the spirit of enterprise that occurred in China with the death 

of Mao Zedong (1976). The economic enterprise spirit of Africans is a fact. Indeed, 

according to a McKinsey study, 60% of the workforce is reportedly employed in the 

informal economy. It is enough in fact to spend a few hours in a city like Lagos or Nairobi 

to come across street vendors and markets of all kinds. But if for us Westerners this 

custom is synonymous with backwardness, in the book “The Next Africa”47, Jake Bright 

and Aubrey Hruby provoke by wondering if this is not merely a world regulated by other 

mechanisms, an economic style with medieval roots, when Ghana, Mali and Songhai 

(an empire developed along the course of the Niger), coordinated trade all the way to 

Europe. Paradoxically, this commercial talent is also being applied to humanitarian aid 

by turning recycling into business: second-hand clothes from the West are intercepted 

and redistributed by a dense network of middlemen.  

Another difference that should be mentioned is the rooting of criminal groups, 

permeated more in Africa than in Asia, derived from the ability of nations to maintain 

 
47 (Bright & Hruby, 2015) 
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public order. A phenomenon that harms rich and poor alike, but if the rich have the 

means to choose where to invest and move elsewhere, the poor are robbed, if not of 

material goods, of the opportunity to build a better future for themselves. 

The recent redemption of these countries thus represents a model that Africans see as 

more in line with their own possibilities than those proposed by the West. 

MODERN COLONIZATION FROM CHINA 

China exploits its elective affinities with local governments in the anticolonial struggle. 

It has already been seen from the Cold War days how the strategies of African countries 

are mainly non-alignment, but of sympathy for Soviet communism or Chinese Maoism 

(against Western capitalism). Of more recent matrix, however, are South Africa's joint 

military mobilizations with Russia (to which the country, has chosen not to apply 

sanctions) justified as natural in the relationship between friendly countries and 

criticism of arms supplies to Ukraine. 

However, the escalation of the Chinese presence saw its key moments in 2008, at a 

time when the People's Republic managed to be more resilient to the financial crisis 

than the Western powers and in 2010, when South Africa hosts World Cup (Pretoria 

turned to Beijing for the implementation of major infrastructure works related to the 

sporting event). 

The Chinese, whether in the form of private landowners or multinational corporations 

(and they are not the only ones conducting this kind of indiscriminate practice; in fact, 

let us mention other players such as UniCredit and Generali), buy or lease agricultural 

land from foreign governments in poorer countries, which are willing to sell their soil 

in exchange for money (often then used by corrupt governments more for personal 

than for collective purposes). 

This practice is found not only in SSA, but also in Latin America and several Asian 

countries. Indeed, the increasing global population leads to rising food demand 
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(ignoring waste). Those who have the money then purchase arable land to grow and 

sell where there is a need for agricultural production, or they produce biofuels.48  

Another example is the case of Angola (a land rich in oil and diamonds), which, when 

it emerged from a 30-years war in 2002, looked for funds to rebuild the country: roads, 

schools, hospitals, buildings used for various purposes etc. Turning in the first instance 

to the IMF, it then preferred to fall back on the Chinese, who, offering to lend money 

and manpower, earned 70% of the contracts. In fact, the IMF demanded certain 

commitments from Angola, including fighting corruption, more transparency in the 

management of public money, and making the state system more efficient. The result 

is that the benefits have gone to China and Luanda, the capital of Angola, has been 

rebuilt as a rich and expensive city, for foreigners, while the Angolan people still live in 

misery (41% of the population below the poverty threshold)49.  

China is responsible for countless infrastructure projects to support its activities there. 

In fact, with the titanic New Silk Roads program, officially called the Belt and Road 

Initiative (2013), the People's Republic has invested a sum of $1 trillion in projects 

scattered around the world, thus grabbing 60% of Africa's infrastructure contracts. The 

criticism that many scholars, especially Americans, would make of it is that public works 

projects would be ill-conceived, often inefficient, and that their implementation would 

cause environmental damage and abuses against human rights. Examples include two 

dams in Uganda along the course of the Nile with several construction flaws.50  

But if Westerners look at this phenomenon as a new form of colonization to which 

Africans would be subjected, other dimensions of the phenomenon are being missed. 

It has often been local governments that have encouraged the Chinese presence in 

order to put Europe, the U.S. and Russia in competition. Africans indeed do not look at 

 
48 (Bolognese, 2011) 
49 (WB, 2023) 
50 (Rampini, 2023, p. 13) 



46 
 

China with the eyes of us Westerners: they do not see racism, exploitation, 

environmental destruction and abuse of local workers. They see in it the opportunity 

for development, the proponent of industrialization of the continent and the winner of 

poverty for a billion people. Corrupt governments accept bribes and Western 

companies often lose to Chinese, or Russian, competitors because two different races 

are being run. The winners are because they are unscrupulous.  About Russia, U.S. 

intelligence warns of the advance of the Wagner Group, a mercenary corps currently 

present in Sudan, Burkina Faso, Mali and Chad and expanding. Yet Africans also know 

how to take advantage of the presence of all these competitors in their own territory; 

in fact, they have every opportunity to joust by taking advantage of superpower 

rivalries and negotiating the most advantageous deals. 

China in fact is not alone: a great many other countries are involved in this practice, 

including European ones. Saudi Arabia, having no fertile land, cultivates its vegetable 

garden mainly in Ethiopia, but also in Zambia and Tanzania. India also has many acres 

in Ethiopia and Madagascar.  We might want to know some figures about it, but 

unfortunately transparency is not in vogue in this field. 

However, in 2011, the African Union called on its member states not to pander to this 

practice by selling or leasing their land since this practice, in addition to being useless 

for the development of the country where it is practiced (the money is not reinvested 

in projects that can generate value for the community), is also harmful to local 

competition. In fact, products are placed on the market at a lower price than those 

produced by locals (due to lower costs amortized by economies of scale, scope, and 

technologies employed), which then tend to fail. The environment often suffers as well 

because of the dispersed toxic waste that enters the food chain of animals and humans.  

As a result, a critical review of China's role is underway in several African capitals. 

Zambia, after the 2021 default seems to have become anti-Chinese. Yet, China's 

economy is not collapsing, as she denies in 2023. Perhaps it is just slowing to the point 



47 
 

of stagnation. But what would be the consequences for Africa if its main customer 

reduced its demand? The extractive industry creates wealth, but not jobs (according to 

a 2010 McKinsey study, it involves at most 1% of the population), so its contribution on 

development is not that relevant. In addition, it might decrease the Chinese 

government's advance, but this might not spill over into individual entrepreneurs' one.  

WB AND IMF 

In 1944, at the end of the Second World War, the Bretton Woods accords gave birth to 

the Bank for Reconstruction and Development (later the World Bank) and the 

International Monetary Fund. 

WB initially aims to finance the reconstruction of countries destroyed by war. Once this 

mission is completed, it begins to focus on helping developing countries by financing 

works and projects deemed worthwhile and profitable. Various criticisms were levelled 

at it, in fact for many, it would be more the environmental and social damage these 

works caused than the benefits they would bring.  

FOREIGN DEBT  

Debt to other states and international organizations, such as the WB and IMF, also 

inhibits economic growth in sub-Saharan Africa. It means borrowed money (in the form 

of loans, bonds, or other financial instruments) to be repaid with interests. Excessive 

foreign debt may lead to debt sustainability issues and crisis.  

When loans were made, between the 1950s and 1970s, at an interest rate of around 

5%, only 25% of the export of the raw material was needed to repay it. With the first 

oil shock (which in 1973 causes a geopolitical twist of European countries to the south, 

since the Arab sheikhs, under the OPEC cartel had closed the oil taps) and the rise in oil 

prices, there is a lot of liquidity in the pockets of international money banks (private 

entities). This is offered at rates lower than inflation to SSA countries, which then can 

take advantage of this favorable conjuncture. Unfortunately, however, it is not always 
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invested productively, rather it often finances useless enterprises highlighting the 

problem of corrupt governments.51 Even when coffee (1974) and cocoa (1977) prices 

rise, borrowing increased because there was a belief in the positive price trend and 

that interest rates would remain low. Monetarist policies implemented in 1979 (second 

oil crisis) by the US and UK, led by Ronald Regan and Margaret Thatcher, respectively, 

reduced the amount of money in circulation with the aim of decreasing inflation. 

Indeed, it is believed that the more money circulates, the more its demand grows, 

resulting in higher prices and inflation. The consequence is that prices go down, 

inflation falls, and interest rates rise at the expense of the unscrupulous borrowing 

policies implemented so far in SSA. All this causes distrust of African economies and 

local currencies suffer devaluations. The debt, to be repaid in dollars, then becomes 

even greater. To restore this situation, debts are renegotiated, and new loans are 

granted. The IMF, WB and foreign governments then make loans that are used to 

rehabilitate debts with private banks (lender changes), conditional on the 

implementation of “structural adjustment projects.” By this is meant: 

 Currency devaluation and the orientation of the economy toward exports 

 The abolition of tariffs and obstacles to private investment 

 The privatization of public enterprises  

 The reduction of public expenditures  

 The deregulation of the labor market and the elimination of subsidies for the 

poor 

 High interest rates in the financial market 

Unfortunately, these policies have served yes to generate improvement, but only for a 

few. The poor remain poor, and what increases is the gap in wealth distribution. 

 
51 (Vanolo, 2010) 
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Economic development remains held back by high debt and interest rates that exceed 

a country's productive capacity. 

ODA – Official Development Assistance 

International organizations (the UN for example) and developed countries can also 

financially aid Least Developed Countries providing grants (not have to be repaid) or 

concessional loans (with more favorable terms than commercial loans, such as lower 

interest rates and longer repayment periods). This other type of financing arises with 

the aim of not fiscally pressuring the recipient country, but to help it generate long-

term, sustainable wealth and development. 

The OECD Development Assistance Committee defines ODA as “government aid that 

promotes and specifically targets the economic development and welfare of 

developing countries. The DAC adopted ODA as the “gold standard” of foreign aid in 

1969 and it remains the main source of financing for development aid”. Military aid, 

promotion of donor’s security interests and transactions that have primarily 

commercial benefits are not considered ODA.  

ODA is perfect for basic needs, helping to provide essential services (clean water, 

healthcare, education, …) and reducing poverty and inequalities. It can also be a first 

response in case sudden events require immediate aid (wars, natural disasters) and 

fund infrastructures, innovation and research and strengthen international 

cooperation.  

But even if it is crucial for developing countries, it has some limitations, since long-term 

reliance on aid can result in dependence and their funding may not be sustainable 

forever (usually projects are short-term). Moreover, they are not always optimally 

allocated and some of the aids may get lost in the way, or because someone manages 

to grab something or because there are bureaucracy and administrative costs eroding 
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the sum. At last, also measurements and control result most of times challenging, 

preventing improvement intervention.  

Despite these limitations, ODA still provides valuable support for growth in developing 

countries, and its forms are being revised to meet new challenges. European projects 

aimed at supporting the economic and sustainable development of LDCs and 

strengthening partnerships for example include the recent EU Global Gateways and 

Italy's Mattei Plan. Both, among the actions they provide, include some that can be 

classified as ODA, thus directly aimed at promoting the economic growth of developing 

countries.   

GLOBAL GATEWAY FOR AFRICA (EUROPEAN COMMISSION) - 2021 

Goals: accelerating the green transition and the digital one, accelerating sustainable 

growth and decent job creation, strengthening health systems and improving 

education and training. 

Investment: 150 billion since 2022 and up to 300 billion in 2027. 

First European infrastructure plan of a global nature, it aims to give structure and 

coherence to EU actions carried out especially in developing countries and the 

European neighborhood.52  

Among the main goals would be to generate connections and stem the projects of 

other superpowers such as China, which has invested more than $885 billion in 

infrastructure projects around the world since the Belt and Road Initiative was 

launched in 2013. With this step, the investment would not only be economic, but it 

would also want to impose its own technical, regulatory, environmental and social 

standards in the field of infrastructure since this is the global playing field of the green 

transition. Finally, it is intended to attract private investment, generating a multiplier 

 
52 (African Development Bank Group, Global Gateway: European Commission and African Development Bank 
Group unlock new funding for African infrastructure projects, 2024) 
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effect on the resources put in place. One of the main unknowns thus concerns the 

reception that this initiative may receive in the target countries, even and especially 

with respect to the BRI.53 

More specifically, there are plans to build 11 strategic corridors to improve Africa's 

transportation network and connections between the continent and Europe in such a 

way as to integrate the mainland into value chains (good potential demonstrated 

especially by the pharmaceutical and automotive industries); deployment of 

renewable energy (hydroelectric, harnessed to 10% of its potential, solar, biomass, 

wind, and geothermal); and strengthening innovation and digital ecosystems (Eurafrica 

gateway Cable, a project to connect the two continents via the Atlantic Ocean with an 

undersea cable).54  

Critical issues for the implementation of the project could arise mainly from the hostile 

and dangerous presence of terrorist groups in territories such as Somalia and Sudan, 

which, to maintain control of their areas of influence could actively intervene against 

the implementation of the new infrastructure. Some governments, historically prone 

to economic oligopoly and political nepotism, could also set up procurement 

mechanisms that could threaten its efficiency. 

PIANO MATTEI (ITALIAN GOVERNMENT) – January 2024 

Goals: stop immigration and Italy as Mediterranean energy hub. 

Investment: 5.5 million, not additional, but already allocated for energy conversion and 

cooperation development. 

The slogan chosen by Giorgia Meloni's government to summarize a strategic plan, 

endorsed by the European Union for building a new partnership between Italy and 

African states, comes from the former ENI president who died in 1962. It would 

 
53 (Shirley, 2023) 
54 (Catalano Gonzaga, 2023) 
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emulate Mattei's “non-predatory” approach to Africa, aimed at promoting sustainable 

and lasting development. In fact, between the 1950s and 1960s, the entrepreneur, 

seeking to fight the oligopoly of the “seven sisters” (oil companies concentrated mainly 

in the U.S. and Western Europe, who were dealing with African countries with an 

attitude that was still colonialist) decided to adopt a new, more equal, way of doing 

things towards African countries. In this way Mattei also intended to improve the living 

conditions of African peoples impoverished by the exploitation of foreign powers 

through the establishment of sovereignty over their own natural resources; in his 

words: “We want to develop Africa's resources so that the continent can grow. We have 

invested from the beginning in domestic capital to promote local development. The key 

to everything is access to energy to bring development and stability, enabling Africa to 

tap its potential for growth.”55 

What Meloni's government intends to do, leveraging Mattei's good name, is to 

implement an aid plan to African economies to curb illegal immigration to Italy. The 

second goal would be to take advantage of the geographic rent that the Italian 

peninsula can guarantee thanks to its central position in the Mediterranean. It would 

thus like to become the hub of energy trade between Africa and Europe. Although still 

being refined, the plan would include interventions in health, agriculture, education, 

energy and infrastructure, such as the creation of an agribusiness center in 

Mozambique, the development of the biofuel industry in Kanya and the digging of wells 

in the Republic of Congo. The Washington Post reports “Meloni said the summit was a 

successful first step, and senior European and U.N. officials said the Italian plan, with 

an initial allocation of 5.5 billion euros, would complement existing initiatives focused 

on climate adaptation and clean energy development in Africa. But the chairman of the 

African Union Commission, Moussa Faki Mahamat, was more cautious, saying that 

African countries would have wanted to be consulted first and did not want any more 
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empty promises.”56 We specify that the 5.5 billion is not new resources for Africa, but 

already previously earmarked for energy conversion and development cooperation. 

However, the sum remains small compared to the European Global Gateway initiative 

that will mobilize hundreds of billions, especially considering the competitive presence 

of China, a major infrastructure developer and creditor for many countries. 

IMPERIALISM OF VALUES – U.S. CASE 

In 2023, President Joe Biden sent his deputy Kamala Harris on an official visit to Africa 

with the goal of reaffirming his non-indifference to China's penetration. Current in 

Ghana was the discussion of minority rights and Lgbtq+ communities being debated in 

parliament, indifferent to the Chinese and to be repressed by traditional African value 

systems, but a priority for America. The American's threats to cut off humanitarian aid 

if anti-minority laws were passed, however, only turned the lights on the debate of 

value imperialism as a new form of colonialism.   

THE DEMOGRAPHIC BOMBSHELL 

There are not a few desperate people trying to leave Africa behind and land in Europe 

by investing a lot of money, relying on mafia associations and often being defeated by 

the waves of the Mediterranean. Regardless of opinion on the issue of immigration, 

however, there is one shared certainty: “we will be swamped”.57 But if population 

trends fuel this projection, The Economist newspaper (April 5, 2023) reveals how even 

the most authoritative projections, namely those of the UN, are constantly being 

revised, and often downward. The question that might arise, then, is: why? What is the 

variable responsible? Demographers have noted that reproductive patterns in Africa 

are changing and suggest focusing not so much on the absolute numbers, which are so 

high compared to what we are used to, but on the trend. The pace of births is 

decelerating. While at the aggregate level in SSA the fertility rate in 2021 is 4.6 children 

 
56 (Terna, 2024) 
57 (Rampini, 2023, p. 38) 
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per woman, in fact, it has declined by exactly one child since 2003.58 The reasons 

behind this decline? Primarily girls' schooling, which delays marriage and promotes 

women's empowerment. As former World Bank president David Malpass also suggests: 

“Bangladesh has been quick to recognize that women's empowerment is critical to 

ending poverty. Thanks to family planning, fertility rates have fallen dramatically, from 

6 births per woman in 1971 to 2 births in 2018.”59 The second reason is consequent to 

urbanization. Women who move from the countryside to live in the city tend to adopt 

more “modern” customs and thus generate less (the cost of raising a child goes up). 

But in any case, as Swedish demographer Hans Rosling argues, the problem would not 

even be population growth itself, but rather the extreme poverty that causes it. 

AFRICAN AUTHORS ABOUT POVERTY  

According to Dambisa Moyo60, a Zambian-born economist and author, three types of 

development aid can be identified: 

 Humanitarian aid 

 Aid activated by Non-Governmental Organizations 

 Systemic aid given by foreign governments, WBs and IMFs 

However, if the senders are animated by noble intentions, they often lose control of 

the management and use of this money, which ends up funding purposes that are 

anything but aligned with those desired. Yet we perpetuate with these customs, our 

perception and mentality towards the geographical region remains unchanged, 

imprinted by titles and images. 

Woe Soyinka, Nigerian playwright and poet, winner of the 1986 Nobel Prize in 

Literature, wrote a novel with a sarcastic title in 2021: “Chronicles from the Land of the 
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Happiest People on Earth”61. The adjective is chosen because African countries do not 

cover the top ranks of the happiest nations, where instead the Nordic countries stand 

out. The author rebels against the catastrophic, compassionate view that the media 

instead wants to pass of Africa. In the same vein is Kenyan author Binyanvanga 

Wainaina with his novel “How to write about Africa”62, in which he also highlights how 

the images accompanying news stories about Africa are often tragic: malnutrition, 

weapons and nudity.   

1980S FAMINE IN ETHIOPIA  

The land of our famous ancestor Lucy (from 3.2 million years ago) did not suffer 

colonialism as other countries did; as they also call it, to emphasize its temporal brevity 

(1936-1941) and almost historical irrelevance (because it is not so different from other 

phenomena of repression between different ethnic groups), there was an Italian 

occupation. However, the nation remains fragile because of the more than 80 ethnic 

groups that populate it, divided into at least four religious communities (Orthodox, 

Muslims, Protestants and Catholics). It hosts Africa's largest UN headquarters in the 

modern capital Addis Ababa, but progress stops in the urban area. Moving away from 

it the roads soon become unpaved (and therefore impassable during rainy periods) and 

the houses mud, dung and thatch, gas chambers when the fireplace is lit (heat, light 

and insect-repellent), shelters for humans and animals. Distances become a barrier for 

those who need health care and even to go to school. Indeed, it is difficult to find 

teachers willing to isolate themselves in such areas. But the most fertile country, the 

granary of Africa has been the scene of the most severe famines because of the lack of 

clean water in the countryside and because of the parceling of farmland, which made 

it unprofitable to invest in agricultural machinery and technology. 
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In 1984 indeed Ethiopia was plagued by one of the heaviest famines of the century: 

prolonged drought, failed harvests, inadequate agricultural policies, armed conflicts 

(the country was in civil war with neighboring Eritrea), and international isolation (due 

to the Marxist regime of dictator Mengistu Haile Mariam) brought the country to its 

knees. It must be said that the territory was regularly hit by such crises, but they were 

often kept quiet for reasons of international prestige. The difference this time is that 

an NGO in Addis Ababa, managed to raise the alarm and a Kenyan TV journalist 

(Mohamed Amin) succeeded in airing a short documentary on the situation on the BBC 

causing the shockwave.  

It is estimated that approximately one million people lost their lives (between 

malnutrition and disease) and millions more were forced to displace. The situation 

attracted media attention and mobilized the world. 

‘WE ARE THE WORLD’ CASE - HUMANITARIAN POP 

Even pop stars decided to contribute: Harry Belafonte hired Michael Jackson and Lionel 

Richie to compose a song to raise money for charity. Quincy Jones produces the song, 

which is released in 1985. The track, “We are the world”63, would see performers, 

mostly African American, such as Stevie Wonder, Diana Ross, Dionne Warwick and Ray 

Charles, along with Bob Dylan, Cyndi Lauper and Paul Simon, and many others, united 

in the group called “USA for Africa.” However, the $63 million collected went only in 

part to victims of starvation, as the Ethiopian military managed to divert a good portion 

of it.  

This was not the first such initiative, however; in fact, a decade earlier, former Beatle 

George Harrison had organized a concert with Bangladesh to raise money for refugees 

from the secession war with Pakistan. Instead, in 1984, Bob Geldof and Midge Ure 

arrived first, organizing, again for Ethiopian hunger charity, the recording of the song 
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“Do They Know It’s Christmas?”64. The international response culminated in 1985's Live 

Aid, a worldwide television marathon benefit maxi concert that raised $100 million. 

Binyanvanga Wainaina in 2019, with his essay “The power of love”65 breaks free from 

the oppression of clichés and expresses a critique of the mobilization of artists, who in 

his view are Westerners washing their consciences, in a subconscious attitude that sees 

Africa as a continent, childish victim of the wickedness of others and eternally in need 

of help. While the management of the funds received has been questionable, it cannot 

be denied that they have helped save lives. But while on the Western side, these 

initiatives arouse strong emotions, Wainaina, on the other hand, recalls how 

historically outside intervention has been detrimental to Africa, such as when black 

slaves returned to the continent of their ancestors in 1847 and founded Liberia, 

constituting a caste-based, unequal and unjust society. Equally, projects like 

AngelinaJolificare have ignited interest in humanitarian projects by attracting 

benefactors; the consequences of these convergences are rising living costs in cities like 

Nairobi, where rents have reached European levels. But couldn't it instead be implied 

to globalization?  Similarly, the author, who is strongly Afrocentric, criticizes the actions 

of NGOs and missions. Indeed, although animated by the best intentions, saintly and 

heroic, in the long run this generosity has not yet produced the desired effects, it may 

instead have been the cog in a system that is not good for the continent. Yet, from this 

rain of criticism of Kenyan, no one is saved. Indeed, in “The Aspiring Dictator's Guide”66 

he denounces how racism among Africans, tribal mentality, political life influenced by 

ethnic groups, and the distribution of favors.   

CONCLUSIONS 

Africa that makes the news is one of civil wars, famine and epidemics. We have reduced 

a continent to stereotypes and treat it accordingly, as a child in constant need of help, 
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unable to fend for itself. Yet, although smaller in proportion because they are mostly 

elite phenomena involving at most 10% of the population, we ignore the news coming 

from this continent, where fashion, technology and development also flourish. This is 

evidenced by the magazine “Arise”, launched by Nigerian publisher Nduka Obaigbena, 

which has taken over several African capitals, blowing the lead from Vogue and is 

attracting the advertising interest of major fashion and cosmetics brands. 

And as we filter news, we also filter opinions. Indeed, not many people know that in 

her book Dead Aid67, Dambisa Moyo, an economist from Zambia with a master's degree 

from Harvard and a doctorate from Oxford, considers Chinese entry into the African 

market to be beneficial. Not because their sights are not dominating or less so than the 

established European powers, but because these create competition among foreign 

investors. The West must therefore begin to propose competitive projects and no 

longer simply give out funds. The author also denounces how very often rambling 

economic aid from abroad, where upstream control and perception of how funds are 

then invested is lost, is most often deleterious, causing in fact corruption and 

inefficiency and leading local producers to become parasites of welfarism. 

Between 1960 and 2010, Africa saw a fivefold increase in incoming aid, without 

returning the desired results, but creating dependency and de-empowerment. A 

gradual phasing out of aid, she believes, would be, indeed, quite a shock to African 

economies, but crucial to their growth, a rude awakening from a passive status. These, 

in fact, will finally have a chance to learn how to attract capital by focusing on the 

offerings of their own markets, investing in the vibrancy of their own economies. 

But does it mean cutting aid altogether? Not necessarily, in fact ODA can still be used 

to finance schooling, to develop a literate and conscious people, to create or improve 

infrastructures of all kinds from law to telecommunication and transport, to build an 
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environment that favors business and to make a country more attractive to FDI, a 

different source of money and skills, complementary to these we saw in this chapter. 

This integrated approach can leverage the strengths of public aid and private 

investment to boost long-term economic growth and development. 

ODA will therefore focus on those sectors where development is somewhat stalled and 

the release of which could instead lay the groundwork for a better and more equitable 

future.  
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CHAPTER 3 – FOREIGN DIRECT INVESTMENT 

INTRODUCTION 

In 2015, the UN summarized the future we want in the 17 interlinked goals intended to 

be achieved by 2030. These goals for sustainable development (environmental, social 

and economic) are addressed to all countries of the world. In fact, their universal and 

integrated nature implies that all together commit to their realization, transform 

themselves, in a process of convergence. There is therefore a need for governments to 

implement effective policies and for citizens to embrace change. Since substantial 

capital investment is required and given the limitation of ODA alone a key source of this 

could be foreign direct investments, a more stable source of capital, but also of know-

how and entrepreneurial skills.  

FDI is considered an engine of growth as it provides the capital needed for investment, 

increases competition in host country industries and helps local enterprises to become 

more productive by adopting more efficient technologies or investing in human and/or 

physical capital.68 However, there is a dispute even about the effectiveness of FDI. To 

what extent and within what limits and constraints would they favor the local 

economy? 

DEFINITION AND CLASSIFICATION OF FDI 

UNCTAD 

The UN body responsible for FDI development is the UNCTAD, established in 1964 with 

the aim to promote integration in the world economy for developing countries. Since 

1991, it has been collecting data through research and surveys and annually releases 

the World Investment Report. The goal is to keep up-to-date information on FDI trends 

targeting any type of country, whether developed or developing. To complete these 

reports, UNCTAD has identified and classified the five determinants of FDI, which are: 
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policy variables, business variables, market-related economic determinants, resource-

related economic determinants and efficiency-related economic determinants. 

FDI does not simply mean investment beyond border. It is defined by Investopedia as 

“an ownership stake in a foreign company or project made by an investor, company, or 

government from another country. Generally, the term is used to describe a business 

decision to acquire a substantial stake in a foreign business or to buy it outright to 

expand operations to a new region. The term is usually not used to describe a stock 

investment in a foreign company alone. FDI is a key element in international economic 

integration because it creates stable and long-lasting links between economies.” 

Generally, is a long-term investment, characterized by high capital costs and high use 

of resources usually made to enhance growth. It can imply control and management of 

the business venture or be just a portfolio investment. The first tends to be the form of 

investment by MNCs and is that more impacting for the local economy.  

We can identify two types of FDI: greenfield and brownfield.  

- Greenfield → This is called greenfield when there is the creation of foreign units 

with establishment of new facilities. The initial economic resources, in this case, 

are the investors. This is a preferable option for larger companies, when the 

entrepreneur already has resources and expertise appropriate to the company's 

internationalization goals and can reuse and share them. Greenfield investment 

is the predominant mode of entry for foreign investors in developing countries.  

“The value of greenfield projects announced in Africa almost quadrupled, to a 

record 195 billion (from $52 billion in 2021). The number of projects also rose, 

by 39%, to 766. The biggest increases were in energy and gas supply (to $120 

billion), construction ($24 billion) and extractive industries ($21 billion). Six of 
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the top 15 greenfield megaprojects announced in 2022 were in Africa.”69 Among 

the top recipients there are Tanzania, Senegal and Rwanda.  

- Brownfield → Differently, if foreign units arise through means like joint venture, 

merger or acquisition of existing abroad organizations, this is called brownfield. 

Thus, it relies on the resources already in place in the taken over enterprise and 

then combines them with the investor's resources. It entails restructuring the 

production process. Is a preferable choice for medium-sized enterprises, if start-

up costs need to be contained, when the investor lacks the necessary resources 

and skills and if market entry requires strict approvals from foreign 

governments. 

A further classification distinguishes horizontal, vertical and conglomerate FDI.  

- Horizontal FDI → foreign units produce the same goods produced by the parent 

company (duplication of the production process). It is worthwhile when the 

degree of readjustment of the product for the foreign market is low, so the 

foreign and domestic customer are similar, there is opportunity to exploit 

existing resources, and the costs of international trade exceed those of 

production, thus making it profitable to produce locally. 

- Vertical FDI → foreign unit is responsible for managing only some stages of the 

production chain, from procurement (upstream, the foreign firm supplies input 

for domestic production processes) to marketing and distribution (downstream, 

when the foreign firm sells the output of domestic production firms). The 

businesses are therefore complementary.  

- Conglomerate FDI → a company invests in a foreign business not related to its 

core activity. Since the investing firm has no prior experience in the foreign firm's 

field of expertise, this often takes the form of a joint venture. 

 
69 (UNCTAD, World Investment Report, 2023) 
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Figure 16 – Announced greenfield projects, international project finance and cross-border M&As, Q1 2021 – Q1 2023, 
Source: UNCTAD, 2023, World investment report 

To talk about FDI, the OECD has established a minimum threshold of 10% shareholding 

in a foreign based company, but this cutoff is not so strict.  

FDI flows have three components: equity capital, reinvested earnings and intra-

company loans. 

- Equity capital → is the purchase by foreign direct investors of shares in a 

company in a country other than their own. 

- Reinvested earnings → consist of the direct investor's share (in proportion to the 

direct equity interest) reinvested. This is in fact neither distributed as dividends 

nor remitted to the investor. 

- Intra-company loans → refer to short-term or long-term borrowing and lending 

between direct investors and affiliated enterprises. 

“Companies or governments considering a FDI generally consider target firms or 

projects in open economies that offer a skilled workforce and above-average growth 

prospects for the investor. Light government regulation also tends to be prized. FDI 

frequently goes beyond mere capital investment. It may include the provision of 
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management, technology, and equipment as well. A key feature of foreign direct 

investment is that it establishes effective control of the foreign business or at least 

substantial influence over its decision making. FDI inflows as a percentage of gross 

domestic product is a good indicator of a nation’s appeal as a long-term investment 

destination.”70  

FDI THEORIES 

Vernon – Production cycle theory, 1966 

According to Raymond Vernon, the production cycle would consist of four stages: 

innovation, growth, maturity and decline. This division would be the explanation for 

some FDIs, such as those made in the manufacturing industry after World War II (in 

particular between 1950 and 1970) by US companies in Western Europe. Indeed, US 

companies invent new products. These are primarily introduced into the local market, 

leaving the surplus to be exported instead. By exporting new products, new 

technologies are introduced to Europe, but over time they become known and begin 

to be copied by European companies. The Americans, in order to maintain their market 

share in Europe, build production plants there. Vernon therefore highlights the 

competitive advantage that early innovators possess, emphasizes the need for 

adaptation in changing markets, and then helps us understand how technological 

innovation and demand drive FDI.  

Hymer - Internalization Theory, 1976 

In his doctoral thesis, Stephen Hymer, taking up the theory launched by Coase in 1937, 

tries to identify the main determinants of FDI. According to Hymer, FDI would be a 

strategic business decision rather than a decision related to financial markets. In fact, 

multinational firms would appear, only when the advantages, so profits, outweigh the 

costs of foreign operations (not to neglect the informational, asymmetrical with respect 

to local firms, differential treatment of governments and currency risk), but under 
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particular conditions and then where market imperfections have developed, leading to 

the removal of perfect competition, and where the firm can exploit the advantages it 

possesses in a given activity.  

Dunning - The Eclectic Paradigm (or OLI paradigm), 1979  

The British economist J.H. Dunning, widely recognized as the father of international 

business, questions what drives a company to invest abroad. He identifies three 

determinants for the international breakthrough, which he said should occur 

simultaneously:  

- Ownership-specific competitive advantages refer to the competitive advantage 

of the investing enterprise. The greater this is, the likelier they are to enter their 

foreign production. They derive from products, production processes or markets 

whose access is precluded to other companies and by multinationalism. 

- Location advantages are the benefits from host country characteristics. Each 

location has its advantages, however, the more these are immobile and related 

to the country's own intrinsic resources, the more attractive the country will be, 

and greater will be the FDI. They can be either quantitative or qualitative 

economic benefits from production factors, transport costs, market size, 

advantages from beneficial FDI policies or social gains. 

- Internationalization advantages arise when a company prefers to engage 

directly in the foreign production of intermediate products, rather than give up 

the right of doing so and share its core competencies. These are the advantages 

of integrating upstream or downstream stages previously outsourced to foreign 

companies into the company's own production process when it appears more 

convenient to carry out in-house rather than outsource. The reason for such a 

choice may derive from the asymmetry of information that uncurtains the 

quality of transactions. 
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Figure 17 - The OLI paradigm. Source: www.business-to-you.com/choosing-the-right-entry-mode-strategy 

It is precisely because of the three key terms Ownership, Location, Internalization that 

this theory is known as the OLI approach. The author himself, however, cautions against 

generalizing this theory. It cannot in fact transcend the study of the conditions of the 

countries under investigation, the products and the organizational and managerial 

strategies. 

A further study by this economist, carried out together with S. Lundan71 in 2010, adds 

to the three before mentioned an additional factor, the institutional one. Companies in 

fact operate in complex environments, full of uncertainty, made not only by firm-

specific forces, but also coming from outside. Institutional drivers, through regulations 

and laws, can shape this environment and thus influence corporate operations and 

strategies. It is even suggested by other sources (Assuncao et al, 2011), that we can 

attribute political stability and low levels of corruption to institutional factors. 

ADVANTAGES AND DISADVANTAGES OF FDI 

On a theoretical level, FDI can be a source of benefit for both the investor and the 

recipient country. In fact, the money can be used to finance infrastructure and services, 
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it facilitates technology transfer (which produces perhaps the most positive 

externalities) and efficiency spillover to local firms, serves as a source of employment 

generation and upgrades skills. All these factors, it is inevitable expected, will improve 

the host country's integration into the global one and boost growth, beyond what 

domestic investment would normally trigger. In addition to that, FDI can improve 

environmental and social conditions through, for example, the transfer of innovative 

"cleaner" technologies and by implementing more socially responsible corporate 

policies. However, “the conclusion reached after several empirical studies on the 

relationship between FDI and economic development is that the effects of FDI are 

complex. From a macro perspective, they are often regarded as generators of 

employment, high productivity, competitiveness, and technology spillovers. Especially 

for the least developed countries, FDI means higher exports, access to international 

markets and international currencies, being an important source of financing, 

substituting bank loans.”72 But where does this evidence come from? 

Makki and Somwaru73, argue that it does, because they facilitate technology transfer, 

due to its spillover effect on domestic investment and improvement of human capital 

and institutions, theory supported also by Borensztein74.  However, there are those 

who think otherwise. In fact, if we focus on the mechanism of the transfer of surplus 

value from south to north, dependency theories (Sau)75 emerge. Nevertheless, no 

matter which nuance one wants to give to FDI, they prove to be an important link 

between developed and developing countries. Blomstrom76 found evidence from a 

study in Mexico and Indonesia, that FDI promote competitiveness in local firms.  

 
72 (Denisia, 2010) 
73 (Makki & Somwaru, 2004) 
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However, let's try to summarize what the literature suggests, i.e. whether there are any 

recurring patterns, which suggest a certain type of inference. 

First, FDI may crowd-in, or crowd-out domestic investments and its success depends 

on a spectrum of conditions in the target country77 (quality of institutions, trade 

policies and human capital, which, however, we said, can be worked around thanks to 

ODAs). Hanson78 points out that the positive sides are very few. Moreover, even in 

cases of economic growth, the reduction of poverty and inequality is not always directly 

implied79. Hirschman80 tries to bring everyone into agreement by highlighting how each 

case is unique and consequently the positive and negative effects would depend on 

multiple variables and first the investment sector (according to him narrow are the 

benefits in areas such as agriculture and mining). 

Olney argues the opposite thesis, according to which "countries are competing that 

they are undercutting each other's labor market standards"81 in a typical race to the 

bottom. There are however research studies82, which have investigated and confirmed 

the inverse relationship, i.e. whether FDI can influence the quality of the host country's 

institutions. Demir83 indeed noticed a differential institutional impact for resource-rich 

countries and resource-poor ones.  

Moreover Hymer84 believed that local firms always are more informed on the local 

business environment, and for FDI to take place, two conditions are necessary: 

1. Foreign firms need to own certain advantages that enable them to make such 

investment profitable. 

 
77 (Udomkerdmongkol & Morrissey, 2012) (Farla, De Crombrugghe, & Verspagen, 2016) 
78 (Hanson, 2001) 
79 (Sumner, 2005, p. 269–285) 
80 (Hirschman, 1958) 
81 (Olney, 2013, p. 191–203) 
82 (Tadesse & Kwok, 2006) (Dang, 2013) (Long, Yang, & Zhang, 2015) 
83 (Demir, 2016) 
84 (Hymer, 1976) 
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2. The market for these benefits must be imperfect.  

Let’s try to summarize advantages and disadvantages of FDI both for the host country 

and the investors.  

ADVANTAGES TO THE HOST ECONOMY 

 Trade and investment – as well as the immediate effect, found in imports and 

exports, what is important to emphasize is the long-term contribution to integration in 

the global market for cross-border relationship texture.  

Diversification - In our specific case, FDI can be a tool to diversify the SSA 

economies, often, as we saw, over dependent on extracting and exporting natural 

resources.  

 Technology transfer – On the vertical dimension, positive spillovers are often 

noticed: we have MNEs purchasing raw materials and aiding local suppliers for 

production efficiency. On the horizontal dimension, on the other hand, the exiguity of 

the studies conducted makes it difficult to draw conclusions. Of course, then, the effect 

on development depends both on the relevance of the imported technologies and on 

the ability to absorb this new knowledge, adapt it and develop new ones.  

Human capital enhancement – The major impact is indirect. Indeed, it comes 

not from the MNEs, but from national governments seeking to attract FDI. For this 

purpose, a minimum level of education and basic labor market standards respected are 

desirable. Then it comes the direct effect, that coming from training and the on-the-

job learning, that provide more formation than locals. 

Competition – Foreign presence can exert a significant influence in the host-

country competition market, pressing on competition and thus creating a situation that 

is qualitatively and economically advantageous for the consumer. At the same time, 

however, with the entry of multinationals, it can harm local competition. 
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ADVANTAGES TO THE INVESTOR 

Economic Reasons - A company chooses to relocate if production costs are 

lowered, there is availability of raw materials where the new plant is situated, if there 

are simplifications or tax breaks, but also if it is easier and cheaper to manage labor 

rights.     

Enterprise development – FDI can boost enterprise development in host 

countries. The direct impact involves the buyer and the target through process 

optimization, cost reduction, and new business development. The benefits, however, 

do not stop with these actors. In fact, even unrelated companies can learn or enjoy 

technological and human capital spillovers. 

Environmental and social concerns (disadvantage to the host economy) – 

Although one may hope for the proliferation of good practices and technologies, there 

is a risk associated with this nuance of FDI. A company may use this type of practice to 

accomplish activities abroad (and especially in countries that are strongly attracted to 

FDI and prepared to lower standards to this purpose) that become banned at home. It 

can exploit land intensively and damage the ecosystem with activities with unregulated 

practices such as mining and deforestation. To these practices must be added soil 

degradation and hydrogeological disruption. Indeed, we must remember the land- and 

waterways-related lifestyle of many people in the territories in question. Industrial 

chemical wastes end up directly in those rivers or lakes that serve drinking water for 

the poorest people and animals. Substances released into the atmosphere also return 

with rainfall to the ground contaminating the soil and going back to humans through 

the food chain causing damage ranging from growth retardation to some forms of 

cancer. For many people, these practices widen the gap between rich and poor 

countries even further, as the former continue to gain at the expense of the latter, who 

would instead pay directly for the consequences of profiteering. 
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Nonetheless the company broadens its market accessing a new territory. “FDI is an 

integral part of an open and effective international economic system and a major 

catalyst to development. Yet, the benefits of FDI do not accrue automatically and evenly 

across countries, sectors, and local communities. National policies and the 

international investment architecture matter for attracting FDI to a larger number of 

developing countries and for reaping the full benefits of FDI for development. The 

challenges primarily address host countries, which need to establish a transparent, 

broad and effective enabling policy environment for investment and to build the human 

and institutional capacities to implement them.”85  

DISADVANTAGES  

Indeed, also disadvantages may arise from FDI: the difficulty of managing operations 

abroad, in a country with a government, laws and culture different from one's own is 

one example. Of course, advantages and disadvantages depend on the context, on the 

initial institutional and human capital levels of the host and its trade policies. Each 

country is unique and uniquely responds to FDI inflows.  

Host countries often fail to realize that to fully benefit from the spillover effects of FDI, 

they must possess a minimum threshold of absorptive capacity. To benefit from these 

investments and globalization implications, they must in fact be ready and have 

implemented, and continue to deploy, proper policies. 

What has been observed in several situations, however, is a paradoxical phenomenon: 

that of the “race to the bottom”. Very often, in fact, the criteria for choosing the 

destination of FDI include promoting the economic and social growth of the target 

country and thus indirectly reducing poverty. The target countries then, instead of 

progressing and contributing to international development, close themselves off and 
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trudge along waiting for someone else to lift them out of their situation by putting in 

place various incentives, sometimes called “sweeteners”. 

Other potential drawbacks include exploitation of local resources and repatriation of 

profits, lack of positive ties with local communities resulting in social hardship, negative 

environmental impacts, especially in mining and heavy industry, effects on competition 

in domestic markets, and loss of political sovereignty for the benefit of large 

multinational corporations. These situations find in poor legislation a fertile ground on 

which to proliferate.  

Anyway, we can see that in many cases the positive and negative aspects are two sides 

of the same coin. What prevails in the end will depend on the conditions and attitude 

of the parties involved. 

ATTRACTING FDI 

The different nature of the entities involved in FDI and their motivation together with 

the laws regulating it both internationally and locally are fundamental to understand 

the reasons why sone countries attract more FDI than others. Of course, the reason 

why an entity invests abroad is for profit: higher returns and/or lower costs.  

For SSA we can summarize as follows the reasons justifying such investment: 

 Natural resource-seeking investment, which is intended to take advantage of the 

natural resources of the countries. 

 Market-seeking investment, aiming to access new attractive markets in terms of 

their size and/or growth. 

 Efficiency-seeking investment, which aim to exploit the peculiarities of a given 

area, such as labor costs or workforce skills.86 
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Developing countries and least developed countries to attract FDI generally privilege 

conventional promotional tools such as tax incentives (especially those based on 

profit). Ethiopia for example “implemented income tax exemption for investors from 

the date of obtaining a business licence or expansion permit and allowed investors to 

import capital goods, construction materials and motor vehicles free from customs 

duties.”87 Other measures include the liberalization of FDI. Again “Ethiopia announced 

the privatization of 40% of Ethio Telecom, the public telecommunication operator. The 

process is open to foreign investors”88. More complex instruments such as feed-in 

tariffs (FITs) are preferred by 

developed countries. Among the few 

examples in SSA we report the case of 

South Africa where in 2009 the 

National Energy Regulator developed 

a plan that guaranteed decreasing 

rates for 15 years initially then, at the 

request of investors lengthened to 20 

years. Despite adjustments, the system 

never became effective and was 

replaced by auctions two years later. It is precisely the uncertainty over tariffs that is 

said to be the cause of the project's failure.89 

Also, renewable energy project auctions and tenders have gained importance in all 

countries over the past decade. Uganda for instance in 2014 launched its first solar 

photovoltaic auction, which enabled four winners to finalize 20-year power purchase 

 
87 (UNCTAD, World Investment Report, 2023) 
88 Ibidem 
89 (Pegels, 2011) 

Figure 18 - 2022 FDI inflows and outflows. 
Source: UNCTAD, 2023 WIR 
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agreements with the state utility company.90 Zambia instead, in 2015, participated in 

Scaling Solar, a program under the World Bank that aims to develop through auctions 

large solar power plants with guarantees and technical support.91 Other SSA countries 

including Ethiopia, Madagascar and Senegal have later participated in the same project.  

FDI IN AFRICA 

Most FDI streams come from the industrialized world to emerging economies. Sub-

Saharan African net inflows as percentage of GDP were, according to the WB, 1,49 in 

2022, number that was presumably affected by covid, as the average for the previous 

4 years was 2,04. There are some nations that perform particularly poorly, even 

reporting negative values. We are talking, for example, about Angola (-6,18), Togo (-

2,72) Lesotho (-0,35) and Nigeria (-0,04) 92. In contrast, the countries that attract the 

most investment, always relative to their GDP, are The Gambia (10,79), Mauritania 

(11,73), Seychelles (13,35), Mozambique (13,79) and Sao Tome and Principe (23,33). 

Investors are encouraged by, among other things, the integration of countries into the 

African market. This is why AfCFTA is important along with all other cross-border 

programs.  

If we want to have a general comparison, we can report as examples the values of Euro 

area (-0,23), North America (1,60), Latin America and Caribbean (4,35).93  

“European investors remain, by far, the largest holders of FDI stock in Africa, led by the 

United Kingdom ($60 billion), France ($54 billion) and the Netherlands ($54 billion)”94, 

but investments come also from the United States, India and China (which is mostly 

concentrated in construction, extractive and manufacturing industries). “It is also 

diversifying from traditional greenfield investment, M&A, wholly owned enterprise, 
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joint ventures or stake investment, to include cluster investments in economic and 

trade cooperation zones.”95 

The first decade of the 2000s was a turnaround period for FDI in Africa. For the first 

time, in fact, they supplanted the “aid culture.” These marked a shift toward 

industrialization and services. The most obvious example is the case of Rwanda, which 

emerged from civil war and genocide and quickly jumped into the world's top 10 fastest 

growing economies, thanks especially to FDI, which tripled in 5 years.  

Overall, crises and challenges in the global landscape, from ongoing wars to rising food 

and energy prices resulting in recession risks and fiscal pressures in many countries 

have negatively affected FDI flows. Global FDI inflows fell by 12,4% in 2022, which 

means - $1,3 trillion, with a -37% in developed economies (reflecting the uncertainty 

in financial markets), but a +4% in developing ones. The largest recipient is however 

Asia and Oceania, capturing a half of global FDI inflows, much more than the 3,5% going 

to Africa, with no African state appearing in the top 20 neither hosts nor home 

economies in terms of FDI inflows.96   

 

Figure 19 - FDI investment inflows as a ratio to gross fixed capital formation, 2022.  
Source: UNCTAD, 2023, Handbook of Statistics 

 
95 (Chen, Geiger, & Fu , 2015) 
96 (UNCTAD, Handbook of Statistics, 2023) 
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We can also give a look to net outflows as percentage of GDP: 0,24% in sub-Saharan 

Africa (the range is from -1.12 in Zambia to 3.06 in Mozambique) vs 1,98 world.97 

However, outflows are mainly directed to other SSA countries. The flow, however, has 

changed in recent times of crisis. Before Covid in fact among the largest flows were 

coming out of South Africa, but these collapsed in 2019 and 2020, a period in which 

Togo instead was the highest source of FDI outflows.  

 

Figure 20 - FDI outflows from Africa, 2017-2021. Source: UNCTAD 

TOP 2022 PROJECTS IN SSA PER SECTOR98  

• POWER, South Africa → South Africa Green Hydrogen Project (estimated $ 

10000 million) 

• TRANSPORT INFRASTRUCTURE, Sudan → Abu Amama Railway Line Project 

(estimated $ 4000 million) 

• TRANSPORT INFRASTRUCTURE, Ghana → Ghana Western Railway Line Project 

(estimated $ 3200 million) 

 
97 (WB, 2022) 
98 (UNCTAD, World Investment Report, 2023) 
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• AGRIFOOD SYSTEMS, Sudan → Sudan Agricultural Project (estimated $ 1600 

million) 

“Food price inflation and the impact of the war in Ukraine on commodity prices 

have exacerbated food insecurity in developing economies, especially in some of 

the poorest and most vulnerable countries. Significant investment in transforming 

agrifood systems is needed also for climate change adaptation. However, 

international investment in agriculture and the agriculture value chain (including, 

among others, basic agricultural production, food processing, the production of 

seeds, fertilizers and pesticides; and related technology and R&D activities) has 

been stagnant since the adoption of the SDGs.”99 

• EDUCATION, Nigeria → Huawei ICT Academy and Talent Cultivation Project 

(estimated $ 77 million) 

• EDUCATION, Côte d'Ivoire → Ivorian Vocational Training School Project 

(estimated $ 81 million) 

LITERATURE REVIEW – FDI in SSA 

We list below several reasons why Africa may struggle to attract FDI. We will see next, 

how these are argued by different scholars.  

These are: unstable political and operating environment, inconsistency and lack of 

transparency in regulatory policy, weak security, corruption, poor basic infrastructure, 

lack of highly skilled labor, unattractive tax policies and financial incentives. In addition 

to these, many SSA countries (besides South Africa, Seychelles, Mauritius and Kenya) 

do not believe and invest money in marketing themselves to attract FDI. 

 
99 (UNCTAD, World Investment Report, 2023) 
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The main reason why SSA does not attract and benefit much from FDI, argue both 

Adeleke100 and Dupasquier and Osakwe101, is its poor institutional quality, which often 

makes it unsuitable to compete for these on a global level.  According to others, the 

claim is instead attributable to other factors. Jadhav102 for instance says that economic 

factors are more relevant than political ones, and Bhupatiraju103 states that he does 

not detect a relationship between institutional quality and FDI. However, we can find a 

compromise between these theories, remembering once again how the region of study 

is vast and multi-faceted (and we cannot assume homogeneous parameters for the 

entire set of countries) and how in the area itself, things are changing over time. It is 

indeed evident that the nature and composition of FDI are evolving. A striking example, 

excavated by Renard104, is the growth of Chinese interest in long-neglected 

infrastructures, to create links with governments (and Asongu & Aminkeng, among 

others, warns about a new colonization105), versus FDI from the west, represented 

mainly by private companies with more limits in terms of risk acceptance and long-

term commitment.  

Morriset - “POLICIES ALSO MATTER” 

Morriset instead highlights the issue that policies also matter. “A few SSA countries by 

improving their business environment, have begun to attract more substantial FDI than 

other African countries with bigger markets and greater resources. Like Ireland and 

Singapore, perhaps they can become competitive internationally and attract 

sustainable FDI.” 106 

 
100 (Adeleke, 2014) 
101 (Osakwe & Dupasquier, 2006) 
102 (Jadhav, 2012) 
103 (Bhupatiraju, 2020) 
104 (Renard, 2011) 
105 (Aminkeng & Asongu, 2013) 
106 (Morriset, 2000) 
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The fact is that sub-Saharan Africa, is not exactly a champion in attracting FDI. One 

glaring reason is that most developing countries were skeptical in receiving foreign 

investments, being more comfortable with local investors, one another lies in the 

vastness and internal fragmentation, also known as balkanization, of the territory (an 

argument that fits the data: Latin America and Asia have attracted more investment 

than SSA in recent decades). 

The countries of the sub-Saharan region have long attracted FDI either because of 

abundant natural resources or because of the appealing size of the domestic market107. 

“Studies have attributed this to the fact that, while gross returns on investment can be 

very high in Africa, the effect is more than counterbalanced by high taxes and a 

significant risk of capital losses.”108 In fact, in many cases political reforms have been 

incomplete and ineffective to be considered another lever. This is why Angola, Ivory 

Coast, Nigeria and South Africa (which generated two thirds of GDP in the 1990s) have 

traditionally been the largest receivers of FDI, regardless of other factors (unstable 

political-economic environment for example).  

The described relationship, can be formalized with the following equation: 

FDIi = GDPi * NRi * FDIBCi 

Where (everything expressed in dollars) 

FDI is FDI inflows in a country i 
GDP is the gross domestic product in the same country i 
NR is the value of its natural resources  
FDIBC is the indicator of business climate for FDI 

Meaning that the level of FDI in one country is directly proportional to its GDP, the 

value of its natural resources and the business environment friendliness. The level of 

FDI therefore, how mentioned earlier, would reflect the size of the market or the 

 
107 (Wheeler & Mody, 1992) (Singh & Jun, 1995) (Pigato, 2000) 
108 (OECD, FDI for Development – Maximising benefits, minimizing costs, 2002) 
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quantity of natural resources, key determinants of FDI as they directly influence the 

profitability of the investment, impacting in costs, revenues and opportunities.  

Let’s try to deeper understand what this means:  

- Abundance of natural resources → as often mentioned in this paper the 

abundance of raw materials, often rare, has attracted predators and investors 

throughout the ages. Indeed, especially for certain precious raw materials, 

holding control of their deposits or production implies significant international 

geopolitical importance. We have already seen how China, by winning the 

processing of those key minerals for battery production, which are crucial 

nowadays in both the technology and automotive industries, is able to control 

and manage a large part of these markets in the world. The advantage may also 

come from the proximity of resources, which reduces transportation and 

production costs. Raw materials, whether crude or processed, then surely 

represent a product for export, and their extraction and/or processing will be 

an opportunity for infrastructure investment, which in turn will create interest 

in the area. For all these reasons, raw materials represent important interests 

when it comes to FDI.   

- Market size → can mean the extent of the potential customer pool, which 

proportionately drives sales and thus revenues, it can therefore be important if 

it is assumed that there will be high demand from that customer pool. But 

expanding demand can also mean achieving economies of scale and thus 

reducing unit production costs, benefiting profit and competitiveness. One can 

also see not only the actual size of a market but try to predict its growth. Finally, 

size often also implies diversity, which in turn means risk diversification. For 

these reasons, the larger the market, the more attractive it will be to FDI. 

- Combined effect → If a country were to simultaneously possess not just one, 

but more ingredients listed above, then it would become even more attractive 
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to investors, who would see potential for higher revenues (market size) and 

lower costs (natural resources). These, usually combined, encourage the 

creation of a favorable business environment.   

- Business environment → When talking about it, PESTEL framework can be very 

useful to outline it. It is the acronym for the factors that significantly influence 

one country’s attractiveness: Political (political stability, rule of law, 

bureaucracy and trade policies), Economic (growth, inflation and interest rates, 

income levels, currency stability), Social (shape of the population in terms of age 

and  sex for example, education attainment, presence of skilled workers, social 

norms, values and consumer behaviors), Technological (digital infrastructures 

such as digital payments and high speed internet, innovations, R&D, diffusion of 

technological means), Environmental (climate, geography and environmental 

regulations), and Legal (IP rights, regulations, laws, labor standards, and more 

generally how the legal system works for contracts and disputes).  

Morriset, however, demonstrates how a few countries not exactly famous for these 

characteristics still manage to be attractive by developing a favorable business 

ecosystem or because of their regional integration. In the 1990s for example, states 

such as Mali, Mozambique, Senegal and Namibia (the last one for example has been 

traditionally considered as a secure country, with a good business environment and a 

reliable judiciary system; it is in addition to that, adjacent to the large South African 

market), despite having a smaller domestic market than others (Cameroon, DRC and 

Kenya) and fewer natural resources than DRC and Zimbabwe (which discourages 

investment not for high political and financial risks, which appears to be in contrast 

among the lowest, but because of the poor growth performance), won over them 

through trade liberalization, launching pro-privatization programs, for modernization 

in raw material extraction and investment programs, infrastructure, transport costs and 

human capital: "pro-active policies and reform-oriented governments can generate FDI 
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interest"109. All this contributed, along with the creation of a solid and attractive image, 

in which politics took the lead in the collaboration of international agreements, to the 

development of the early projects, which, were later followed by several others.  

But is it possible to quantify factors that makes business climate attractive in SSA, apart 

from market size and abundant row material? 

The question is the same as: can we notice patterns repeating themselves? This 

requires an econometric analysis that formalizes the policies implemented in successful 

countries. The equation reported below is what is proposed by Morriset110 starting by 

the works of Wheeler and Moody 111. 

FDIBC𝑖𝑡
⬚

 = a0 + a1 g 𝑖𝑡
⬚

 + a2 IR𝑖𝑡
⬚

 + a3T𝑖𝑡
⬚

 + a4TM𝑖𝑡
⬚

 + a5UP𝑖𝑡
⬚

 

with: 
FDIBCit = business climate for FDI in country i at time t 
g = GDP growth 
IR = illiteracy rate (per cent of people aged 15 and above) → inversely related 
to the availability of skilled labor 

T = trade/GDP → degree of openness (it means trade liberalization and higher 
competitiveness) 

TM = telephone mainlines (per 1,000 people) → works as indicator of 
infrastructure and communication development 

UP = ratio of urban to total population → which partially captures the 
concentration of other companies and customers and therefore gives an insight 
about transportation costs  

However, it must not be forgotten that the area of interest is frequently lacking in 

statistical data. Very often in fact we are faced with countries that report time gaps or 

others that do not even report at all. To overcome these problems, one should adopt 

alternative econometric strategies or look for other variables to replace those listed 

above. 

 
109 (Morriset, 2000) 
110 Ibidem 
111 (Wheeler & Moody, 1992) 
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The equation proposed by Wheeler and Moody would then aim to quantify the 

business climate. It is defined as a sum of the intercept a0, the value of the business 

climate when all other independent addends are equal to zero, plus market size, plus 

labor costs and worker training levels (illiteracy rate), plus the level of openness and 

thus of trade, plus the quality and availability of infrastructure and plus transportation 

costs, each of these multiplied by its coefficient ai (representing the degree to which 

that addend is increased relative to the business climate). To obtain their values, data 

for each independent addend should be collected and the regression model obtained 

should be calculated and evaluated.  

In this paper, we keep intercept and coefficients as parameters because the two 

scholars' work dates back to 1992 and thus reports regressions derived from data that 

are now too old and belong to countries and policies that have evolved over time. 

Moreover, these coefficients are not universal and cannot be uniquely applied to all 

times and places. trivially, different sectors may react in different ways to factors that 

generically influence FDI. 

CHINESE FDI IN AFRICA 

Chinese interest in the African market has grown significantly in recent decades 

(particularly since 2004, when the Beijing government adopted measures to encourage 

foreign investment). Just about all SSA countries benefit from Chinese investment: oil 

and commodity extraction, but also financial services, construction, and 

manufacturing. 

Chinese modus operandi in most cases involves phenomena of expansion of Chinese 

businesses hence mergers or acquisitions, relocation or expansion of Chinese factories, 

typically labor-intensive. 

On the one hand, China has gained new opportunities; on the other, target countries 

have benefited from imported skills and technologies. In addition, the Chinese 
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presence have fostered the diversification of products exported from the area and 

given a boost to infrastructure development, for transportation and energy. It should 

be added, however, that Chinese factories also represent competition at home, but 

this too can be seen as an opportunity for the local people for progress and efficiency 

and can bring advantage of integration options in the global value chain. 

What can China and SSA bring home from this partnership? Africa has every interest in 

learning from China's experience in generating growth and reducing poverty. China has 

the power to shape African economic transformation.112 

THE POTENTIAL OF AFRICA TO CAPTURE TECHNOLOGY INTENSIVE GLOBAL SUPPLY 

CHAIN113 

As seen previously, Africa holds many key raw materials in the high-tech industry, 

especially those minerals that form the batteries and circuit boards in mobile phones 

and electric cars and more generally are the basis of electronics114.  

Table 4 - An overview of critical metal reserves in Africa.  
Source: UNCTAD calculations based on data from the Knoema database, 2023 

 

 
112 (Pigato & Tang, 2015) 
113 (UNCATD, 2023) 
114 Aluminium, chromium, cobalt, copper, natural graphite, lithium, manganese, nickel, niobium, silver, 
tellerium, titanium  
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For this reason, UNCTAD expects the continent's role in this global supply chain to 

continue to grow in importance in the coming years. Predictions include a decrease in 

transportation costs, a shift toward sustainability, both environmental and social, and 

increased diversification in exported products. This is an opportunity and a challenge 

for the area, which will certainly need to implement regional interactions if it wants to 

increase its international competitiveness and attract investment.115 Africa offers 

countless important opportunities within the framework of ecological transition e.g. 

“the green hydrogen potential of Africa opens up opportunities for decarbonizing 

supply chains, which is becoming a requirement for companies to curb their 

greenhouse gas emissions”116.  

Nevertheless, many commodity-rich countries, despite succeeding over the years in 

attracting funds, have ultimately failed to translate material and financial resources into 

economic, social and environmental development.  

Moreover, while the prosperous territory is appealing to investors, the underdeveloped 

state of services and infrastructure, lack of skilled personnel and limited levels of 

technology continue to be a major barrier to logistics and inhibit development. 

Certainly, it cannot be said that Africa is not moving to improve the situation: indeed, 

the African Union Program for Infrastructure Development is championing regional and 

international integration in global supply chains.  

We have talked about supply chain several times before, but let's give it a definition: 

“the system and resources required to move a good or service from a supplier to a 

customer”117, which, we can summarize, as the following image shows, through steps 

 
115 (Sarr, 2023) 
116 (UNCATD, 2023) 
117 (UNCATD, 2023) 
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such as “product development, sourcing procurement, manufacturing, logistics, 

distribution and customer service”118.  

 

Figure 21 - Supply chain components. Source: UNCTAD, EDAR, 2023 

This should be distinguished from the value chain, which instead “builds on this to 

consider the way value is added along the chain, both to the good or service and the 

actors involved”119.  

Table 5 - Differences between a supply chain and a value chain. Source: UNCTAD, EDAR, 2023 

 

So, when we talk about supply chain diversification, which is central to resilience, we 

are referring to the variation in the range of suppliers and customers, two positions, 

from which Africa can benefit greatly in the dampening of global shocks such as the 

coronavirus pandemic and the ongoing wars.  

 
118 Ibidem 
119 Ibidem 
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Table 6 - Features of supply chain diversification. Source: UNCTAD, EDAR, 2023 

 

We now describe the pattern of some of the industries most likely to represent growth 

opportunities for an Africa that embraces a green economy.  

AUTOMOBILE INDUSTRY IN AFRICA – Few African states have a developed automotive 

industry, which however, according to UNCTAD data, produces only 1,2% of the cars 

produced globally: South Africa in SSA and then a few countries in the Maghreb 

including Morocco, Algeria and Egypt. In states such as Angola, Ethiopia, Ghana, Kenya, 

Lesotho, Mozambique and Namibia we can rather find small assembly plants. What can 

be analyzed, however, is the car fleet of Africans, which is roughly 80% composed of 

cars bought used. This industry is highly dependent on supplies, even if only of 

components, from outside. The situation therefore suggests that the few existing plants 

could leverage their skills and assets to implement innovative manufacturing, but there 

is groundwork for the development of clusters that would foster economies of scale 

and the benefits given together by the development of infrastructure and finances.  
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Figure 22 - Vehicle production trends in Africa, 2000-2021. Source: UNCTAD, EDAR, 2023 

SOLAR PANELS – Despite the fact that the continent promises the largest potential for 

solar energy exploitation, it still struggles to get funding for renewable energy: only 2% 

of global investment in this field ends up in Africa. Solar and photovoltaic panel 

production is limited to those few countries we have already seen involved in the 

automotive industry. The components, in fact, are not completely different, but in more 

cases raw materials or parts are used in both productions. What would be needed 

would be to intensify collaborations to facilitate knowledge and technology transfer, 

which can be implemented through mentoring programs but also simply through intra-

industry exchanges that are instrumental to continuous learning. 

But as one can expect these, like any other industries, for their development, need a 

solid foundation on which to stand. “The future of supply chain transformation in 

Africa, especially in technology-intensive industries in the automotive, electronics, 

renewable energy […], will require viable options for creating domestic supply chains 

that are reliant and resilient. This can be achieved through localized supply chains, 



89 
 

supplier development programs and the establishment of local procurement 

requirements.”120 

POLICY RECOMMENDATIONS 

“Policies matter for reaping the full benefits of FDI.”121 Important parameters such as 

local market size and geographic location are beyond the influence of politics, which 

instead has authority over infrastructure, national expertise, and integration into global 

trading systems. “An enabling domestic business environment is vital not only to 

mobilize domestic resources but to attract and effectively use international 

investment.”122 OECD reports show three kinds of measures host countries can 

implement:  

- improvements of the general macroeconomic and quality of financial 

intermediation; 

- creation of a regulatory environment; 

- upgrading on infrastructure, technology and human competences. 

But while host country authorities must make adjustments to prepare the country to 

receive international investment, authorities in investing countries and the private 

enterprises must recognize and manage their responsibility in the way they are 

ultimately shaping and influencing target countries, especially developing ones with 

their behavior.  

 

  

 
120 (UNCATD, 2023) 
121 (OECD, FDI for Development – Maximising benefits, minimizing costs, 2002) 
122 Ibidem 
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CHAPTER 4 - FDI FOR DEVELOPMENT 

INTRODUCTION 

UN ex Secretary-General Koffi A. Annan123 said in 2003 “with the enormous potential to 

create jobs, raise productivity, enhance exports and transfer technology, FDI is a vital 

factor in the long-term economic development of the developing countries.” 

“FDI can play a key role in the economic growth and development process. The 

importance of FDI for development as dramatically increased in recent years. FDI is now 

considered to be an instrument through which economies are being integrated at the 

level of production into the globalizing world economy by bringing a package of assets, 

including capital, technology, managerial capacities and skills, and access to foreign 

markets. It also stimulates technological capacity-building for production, innovation 

and entrepreneurship within the larger domestic economy through catalyzing 

backward and forward linkages.”124 Moreover, since in most African countries, the 

private sector is seen as being a principal driver of growth, FDI takes on an even greater 

potential. 

Certainly, the potential negative effects of FDI should not be overlooked, especially if 

an economy is unable to absorb financial inflows or if competition becomes stifling and 

detrimental to locals.  

Everything depends and will depend on the conditions in the recipient country, the 

investor's strategies, and the policies that the host government will put in place. In fact, 

it is not only a matter of taking action to attract FDI, but also of figuring out how to 

manage and how to exploit its benefit and absorb all those advantages, not only 

 
123 Seventh Secretary-General of the UN, in charge from 1997 to 2006 
124 (UNCTAD, FDI and development, 1999) 
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economically, but especially knowledge and opportunity gains that come with it. Here, 

then, is how the government's role is not secondary, acting as a key player. 

LITERATURE REVIEW – FDI and growth 

Many economists have questioned whether and how FDI had an impact on a country's 

economic growth, its development. The implicit assumption is that economic growth 

implies an improvement in lifestyle, but the answers that these scholars gave 

themselves are mixed, due to the incomplete datasets and different methodological 

approaches (starting with the definition of the variables). However, it can be 

summarized that most identify a positive trend in the relationship between FDI and 

welfare. 

Clearly, human economic-social development should be the goal of governments in 

developing countries (improving people's lifestyles, creating jobs, developing skills and 

technologies) because FDI impacts both directly and indirectly welfare: 

- DIRECT through spillover into the private sector (with local suppliers and local 

sourcing, but also by increasing competition, technologies, and jobs, which, to 

get on the list, must exceed those lost due to foreign firm entry) 

- INDIRECT positive transfer increases investment, which is considered to 

increase economic growth, which results in welfare.125 

Loungani and Razin126, stated that among the three sources of capital flow to 

developing countries (FDI, portfolio investment and primary bank loans), FDI was the 

one that best withstood the global financial crises of 1997-1998. It was further 

understood by Moss, Ramachandran and Shah127 that the share of export resulted by 

 
125 (Sumner, 2005) 
126 (Razin & Loungani, 2001) 
127 (Moss, Ramachandran, & Shah, 2005) 
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FDI was far more than the one coming from local enterprises meaning that FDI 

contributed to GDP more than local investment.  

More than a few, however, have wondered if FDI generates welfare and not vice versa? 

Chowdhury and Mavrotas128 studying the cases of Chile, Malaysia, and Thailand 

between 1969 and 2000, found that only in the latter two countries the relationship 

demonstrated strong bi-directional causal evidence, but in the first one the results 

suggested that it was economic development that incentivized FDI. 

Hansen and Rand129, on the other hand, conducted a study of 31 developing countries 

over 31 years (1970-2000) finding a strong causal relationship between FDI and GDP, 

but no major impact in the long run on the ratio of FDI over GDP. 

In addition to that, in 2005 Carkovic and Levine130 had concluded from a study of 72 

countries that FDI per se did not accelerate growth.  

So how to explain these mutually inconsistent conclusions? In this regard, in addition 

to what has been said above, Alfaro131, shows how the impact is fluctuant among 

different investment sectors, thus generating studies with ambiguous results, although 

it seems that investments in the primary sector in general have the least effect while 

those on manufacturing are the most positive. Again, Alfaro with additionally 

Charlton132 added the quality factor to FDI, which is directly proportional to positive 

outcomes. 

There is evidence that better developed financial markets attract more FDI. Hermes 

and Lensink133 working on a dataset of 67 countries mostly between Latin America and 

Asia, found that the development of the recipient country is an important precondition 

 
128 (Chowdhury & Mavrotas, 2006) 
129 (Hansen & Rand, 2006) 
130 (Carkovic & Levine, 2005) 
131 (Alfaro, FDI and Growth: does the sector matter?, 2003) 
132 (Alfaro & Charlton, 2007) 
133 (Herme & Lensink, 2000) 
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for FDI in turn to contribute to further development. This is a virtuous cycle, in which 

progress and abilities to absorb novelty quickly are self-feeding. 

In turn, Dutta and Roy134 studied the relationship between FDI and Financial 

Development, concluding that FD causes higher FDI inflows but only up to a certain 

threshold of development beyond which the association is reversed. 

However, all the studies cited above use GDP growth as an index of welfare, a choice 

that has been challenged by Anand and Sen135. Indeed, the evidence shows that GDP 

growth does not necessarily translate into improved lifestyle and poverty reduction. 

Changing variables, replacing it with the HDI, are among a few others Sharma and 

Gani136. With their research they found a positive effect of FDI in the HDI for a set of 

low- and middle-income countries in the world. 

Contrary to the view that FDI reduces poverty or, more generally, has a positive effect 

on a country's economic welfare, are with their studies Huang et al137, Ali et al138, Tsai 

and Huang139 and Akinmulegun140. 

We now deepen the research published by Gohou and Soumaré141 in 2012 whose 

investigation aims to understand the relationship between FDI and HDI and how it 

varies across different African regions and other parts of the world. We will indeed see 

that while in general the relationship is positive (β1 is positive, highlighting how FDI 

brings capital, technology transfer, and management expertise), this is also significant 

only in Central and East Africa. Their analysis is also conducted in detail for different 

sectors and shows different results depending on the field under consideration. In fact, 

 
134 (Dutta & Roy, 2008) 
135 (Anand & Sen, 2000) 
136 (Sharma & Gani, 2004) 
137 (Huang, Teng, & Tsai, Inward and outward FDI and poverty reduction: East Asia versus Latin America, 2010) 
138 (Ali, Nishat, & Anwar, 2010) 
139 (Huang & Tsai, 2007) 
140 (Akinmulegun, 2012) 
141 (Gohou & Soumaré, 2012) 
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like Alfaro, they show that there are sectors that demonstrate more growth than 

others. 

Gohou and Soumaré 

THE SAMPLE  

120 Countries over the period 1990-2007 

 53 African  

 10 Asian 

 25 East European  

 32 Latin America 

To maintain consistency, when data are not available for a given country, it is removed 

from the analysis. 

VARIABLES: FDI + WELFARE + control 

FDI VARIABLES 

- FDI net inflows (sum of equity capital, reinvestment of earnings, long- and short-

term capital). Three FDI variables are used: 

 FDIPOP → FDI net inflows over tot population 

 FDIGDP → FDI net inflows over GDP 

 FDIGCF → FDI net inflows over GCF 

WELFARE VARIABLES 

As we saw several have been proposed by literature. The most used has been GDP even 

if it captures only the economic dimension of the multi-faced phenomenon of 

development. 

Poverty level, on the other hand, can be a good demonstrative index of a country's well-

being, level of health, education, nutrition, and the services it provides to its citizens. 

The fact is that the available data are not systematically updated and collected in the 

same way in different countries, making any kind of comparison or aggregate analysis 
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not only difficult but also inconsistent. The HDI is what might be called a good 

compromise, but it should be remembered that it is a more recent measurement of 

forge, too much so for some of the studies previously reported. In conclusion welfare 

is measured or by HDI (combination of education, health, and economic performance) 

or by real GDP per capita142.  

CONTROL VARIABLES 

It is necessary to add to the above several control variables, to improve the quality of 

the analysis. These variables should capture the effects that could influence welfare 

and are listed below. If paired with positive coefficients (sign in brackets), they suggest 

that an increase in them is associated with an increase in welfare; if, on the other hand, 

their sign is negative, it means that such is their impact in welfare.  

Economic and policy variables 

o DEBTGDP → total debt ratio, measured by total debt outstanding over 

GDP (debt as the major source of financing for developing countries) (-) 

o GOVSPEND → measured by government total consumption over GDP (+) 

o INFLATION → percentage change in GDP deflator (it should capture 

macroeconomic instability) (-) 

o infrastructure (+) → the availability of adequate infrastructure is crucial 

for attracting FDI and maximizing its impact on economic growth  

▪ PHONE (number of mobile phones per 100 inhabitants) 

▪ ROAD (road paved per 100 inhabitants) 

▪ INTERNET (internet users per 100 inhabitants) 

o EDUCATION143 as percentage of secondary school enrollment (+) → 

educational quality and level are important in determining the 

effectiveness of FDI because it has been observed that countries with 

 
142 From the analysis it can be seen that HDI and real GDP per capita have a correlation around 0.7. The remaining 
0.3 missing correlation can be assumed to be that delta that makes a country's welfare something beyond mere 
economic development 
143 Only when as welfare index it is used real GDP per capita, otherwise it is already included in HDI 
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higher levels of education tend to know how to better benefit from 

foreign investment 

o OPENESS → total imports plus exports over GDP (+) 

- Business environment and institutional quality variables  

o LAW → rule of law index, measures the effectiveness of law 144 

o CPI → corruption perception index 145 

o CREDIT → total credit by financial intermediaries to private sector over 

GDP 

o MKTCAP146 → stock market capitalization over GDP147 

- Political risk variables  

o POLRIGHTS 

o CIVILLIB148 

When data are not available for a country, this is removed from the data set.   

REGRESSION MODEL 

Welfare = 

= α+βFDI + Σ y1i ∗ Ec. and Pol. var i + Σy2j ∗B. Env. & Istit. var j + Σy3k ∗Pol. Risk var k 

 

Simplified regressive model  

Welfare = α+β1FDI + β2Xit 

With Xit as the vector of all control variables influencing growth (education, political 

stability, inflation…) and βi as coefficient measuring the impact of explanatory 

variables.  

 
144 (World Resources Institute, s.d.) 
145 Transparency International 
146 Credit and Market capitalization both measure the degree of financial market development and shows to have 
a correlation of 0,8. For this reason, and given the lacks in MKTCAP available data, it is chosen in Gohou and 
Soumaré study to eliminate this last variable, largely represented by CREDIT 
147 WB database on FDI 
148 Since also these two political and risk variables are highly correlated, Gohou and Soumaré retained only 
CIVILLIB 
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But does FDI contribute to poverty reduction in Africa? 

The research results, as previously anticipated, demonstrate a positive effect of FDI on 

economic growth. This would even be amplified when policies favoring education, 

infrastructure and political stability are in place. It has indeed emerged that we cannot 

reject the hypothesis that FDI causes HDI or even the existence of a causal relationship 

between HDI or GDP and FDI at a 5% confidence level. Therefore, it seems that FDI 

generates welfare and the even, using instead of HDI as a measure of a country's 

welfare, real GDP per capita, the relationship becomes a double-direction one.  

So, what this paper showed is that at the aggregate level, and thus generically speaking, 

in Africa, FDI has a strong positive impact in welfare. This “strong positive relationship 

holds even after controlling for government size, indebtedness, macroeconomic 

instability, infrastructure development, institutional quality, political risks, openness to 

trade, education and financial market development.”149 

The findings of their study, however, point to profound regional differences, a reminder 

that this area is rich in diversity and should be handled accordingly. Thus, one cannot 

assume that a policy that works in one place will prove equally effective elsewhere. We 

must patiently study each situation as a unique reality. 

Moreover, of Gohou and Soumaré’s findings are in line with more recent data reported 

in this paper: SSA reconfirms itself as a smaller recipient of FDI than other regions of 

the world.  

Are there any regional differences?  

Yes, the degree of impact varies across countries. The regions analyzed are listed below: 

ECCAS, ECOWAS, IGAD, SADC, UMA. 

The model of regression is presented here: 

 
149 (Gohou & Soumaré, 2012) 
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Welfare =  +  
1 

x FDI x 𝑑𝑢𝑚𝑚𝑦ECCAS +  
2

x FDI x 𝑑𝑢𝑚𝑚𝑦ECOWAS + 
3

x FDI x 𝑑𝑢𝑚𝑚𝑦IGAD +

 
4

x FDI x 𝑑𝑢𝑚𝑚𝑦SADC + 
5

x FDI x 𝑑𝑢𝑚𝑚𝑦UMA +  control variables 

Where the dummy variables take value 1 if the country belong to that region, otherwise 

0. The dummies allow us to capture the specific effect of each region. Indeed, regions 

not under analysis, being multiplied by 0, disappear as addends of the sum, leaving 

only the one under analysis, however unaffected because of the neutral multiplicative 

factor 1.  

 coefficients return the relationship between welfare and FDI in that each region (each 

time nulled if not under examination). 

Generally, regions that are more urbanized and have better infrastructure tend to 

receive more FDI and benefit better from it than regions where rural areas prevail. In 

any case, growth is always better absorbed by urban areas, which, as mentioned earlier, 

manage to benefit from development, but leave behind poorer areas, which do not 

experience the change. Therefore, the influx of FDI can exacerbate intra-regional 

development disparities, creating areas with different growth rates.  

RESULTS  

In ECCAS and IGAD, FDI has shown a positive impact in improving the welfare of the 

country under study. In ECOWAS, the results are not clear: when FDIs are considered 

purely, the coefficient is positive, but still not statistically significant; when control 

variables are added, it turns negative, though still not significant. In the SADC region, 

on the other hand, the results, manipulated by the researchers to exclude the most 

developed economy from the study, South Africa and for inflation reasons also 

Zimbabwe, demonstrate that there would be no relationship between FDI and welfare. 

The same conclusion is drawn for UMA. 

The analysis continues in-depth with custom unions.  



99 
 

CEMAC (monetary union) as a subgroup of ECCAS → where FDI demonstrates a positive 

impact in economic development, which among other things is more likely to develop 

faster than if with other countries or regions (confirming the trend identified earlier in 

the corresponding geographic region). 

SACU as a subgroup of SADC → the relationship is not significant, in line with earlier 

inferences. 

EAC taking a bit of ECCAS, IGAD AND SADC → where FDI shows a positive impact in 

economic development (confirming the trend identified earlier in the corresponding 

geographical region). 

WAEMU (monetary union) and WAMZ as subgroups of ECOWAS → the impact of FDI is 

significant and negative on welfare in WAEMU and positive in WAMZ. This split with 

the resulting differences that emerged would explain the ambiguous results obtained 

earlier with respect to the ECOWAS geographical region.  

By substituting real per capita GDP for the HDI variable, the results obtained vary 

slightly. A different conclusion is drawn in the ECOWAS region where the impact of FDI 

on welfare is statistically significant and positive. It follows from this reasoning that the 

relationship between GDP and HDI is not as linear as one might think, and therefore 

the results obtained using the income measure as an index of a country's welfare in 

relation to FDI may lead to conclusions that are unrepresentative of reality because 

they omit some important parameters. 

Are there any differences in the role of FDI for poverty reduction between SSA 

countries and the rest of the world?  

The extra-African regions considered in the study are ASEAN, EUTE and CACM. The type 

of regression is similar to that seen for intra-African regional differences. 
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The results show that FDI would have a significant and positive effect only in Africa and 

in none of the other three regions. It would be significant and negative in Europe and 

America and ambiguous in in the Asian zone. 

Does environmental degradation matter?  

We observed how empirical studies have produced contradictory results. In fact, 

although at the theoretical level it can be assumed that FDI produces a positive effect 

on economic growth by providing financial capital as well as knowledge and technology 

transfer, it can also have a negative impact. One of the major concerns it can bring is 

environmental pollution, which itself can be an inhibitor of economic growth and, by 

causing ecological damage, leads to poverty. 

Indeed, there is often a belief that multinational corporations invest in countries with 

less strict environmental regulations in order to lower their standards and thus costs, 

while contributing to environmental degradation in the country where they have 

chosen to invest. This kind of hypothesis is called the “pollution haven.” However, 

there are also those who argue that FDI bring higher standards that can serve as 

incentives for innovation, improved competitiveness and growth.  

Although not many studies consider the environmental variable, more than a few 

scholars have investigated the question of whether and how much it affects the FDI-

welfare relationship. Among them, Wang and Liu150 tried to quantify the minimum 

threshold of environmental quality to enjoy the benefits of FDI and identified two such 

thresholds. These demarked the region within which FDI would prove crucial in 

decreasing poverty levels in two of the three Chinese regions analyzed in their 

research. 

 
150 (Wang & Liu, 2019) 
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Another study incorporating the environmental factor as a variable is by Dhrifi et al.151, 

who develop a model from empirical analysis of 98 developing countries, FDI, CO2 

emissions and poverty over the 1995–2017-time frame. Their research divides the set 

into three geographic subgroups: Latin America, Africa, and Asia. The result shows a 

dual causal relationship between both FDI and poverty and poverty and CO2 emissions. 

Rizk and Slimane152 also carry out similar research, but over the period 1996-2014 and 

involving 146 countries, concluding that there is a nonlinear relationship between 

poverty and environmental degradation, which can, however, be managed by good 

institutional quality. 

Research conducted on Pakistan by Khan153 shows, in addition, that the popular belief 

that poverty worsens environmental quality is not supported by statistical evidence. 

However, the results clearly show that the very first to be impacted by environmental 

degradation are the poorest. In contrast, on the same country, a study by Muhammad 

et al.154, covering the period 1985-2016, had confirmed that FDI contributes 

significantly to well-being. 

We have, eventually, already named and elaborated on Gohou and Soumare's study of 

52 African countries between 1990 and 2007, which showed us a significantly positive 

relationship between FDI and welfare, a relationship that accentuates its effect in 

poorer countries compared to more affluent ones. 

However, we choose to pursue the analysis of the study by Dada and Akinlo155, which 

is developed precisely around the question of whether the level of environmental 

quality (as measured by levels of CO₂, methane, N₂O156 emissions) affects the 

 
151 (Dhrifi, Jaziri, & Alnahdi, 2019) 
152 (Rizk & Slimane, 2018) 
153 (Kahn, 2008) 
154 (Muhammad, Xie, & Hummera, 2019) 
155 (Dada & Akinlo, 2021) 
156 Nitrous oxide emissions, in thousand metric tons of CO2 equivalent 
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relationship between FDI and poverty reduction (life expectancy - LEX, HDI and 

household final consumption expenditure - HCE are considered). Indeed, what the two 

scholars think is that in the long run the beneficial effects of FDI are eroded by 

environmental deterioration. They therefore suggest that a strong environmental 

policy can ensure the implementation of environmentally friendly procedures. The 

control variables included, because of their importance in explaining poverty 

reduction, are inflation (which reveals to be positive but insignificant in all models), 

trade openness (as sum of exports and imports as percentage of GDP, which shows a 

significantly positive impact), corruption (appears to be not significant in all these 

models) and financial development (positive and significant at 1% in all models, it 

means it enhances poverty reduction).  

This paper found that when using HCE as an index of poverty, there is a CO2 threshold 

below which the relationship of FDI on poverty reduction is negative and insignificant, 

but above which it becomes positive and significant. In contrast, below a certain level 

of methane, FDI significantly reduces poverty levels, but above of that threshold, it 

ceases its effect. As for nitrous oxide levels, however, it does not impact the 

relationship in question. 

On the other hand, when poverty is quantified by LEX, we see that FDI contributes most 

to poverty reduction when carbon dioxide levels are low, when methane levels are 

above a certain threshold, or when N₂O levels are at the extremes: either very low or 

very high. 

If HDI is considered as an indicator of poverty, it follows that when environmental 

quality is measured by CO2 or methane emission levels, FDI produces a positive but 

statistically insignificant effect on poverty reduction up to a certain level, where it 

assumes significance. Slightly different is the situation considering N₂O. In fact, below 

the threshold is still insignificant, but this time negative. Above, on the other hand, in 
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line with the other measures, a positive and significant relationship is again 

manifested. 

Therefore, we can say that high levels of carbon dioxide evidence the effect of FDI in 

reducing poverty. For methane and nitrous oxide levels, instead, the returned result is 

sensitive to the chosen poverty measure. “Generally, we found overwhelming 

evidence that environmental degradation is not harmful to the poverty reduction 

effect of FDI. This suggest that the inflow of FDI might not contribute to environmental 

degradation as much as it is generally believed. […] It has also been argued that FDI is 

less pollutant than domestic producers as FDI uses new technologies that are 

cleaner.”157 The first conclusion is that any measure of preventing FDI inflows aimed at 

controlling levels of these gasses will reveal harmful to poverty reduction in these areas 

and the second one is that FDI inflows are still fundamental in the region to promote 

growth and wealth. 

Certainly, regional differences remain important, again implying disparate results. In 

any case, the findings encourage the adoption of strict environmental policies for local 

and foreign companies to promote the sustainable development of the region and its 

resources.  

POLICY RECOMMENDATION 

FDI can therefore significantly promote economic growth by providing together with 

capital also technologies, managerial know-how and market access. The degree 

however can depend on the context, on the sector and the multiple variables. However, 

to effectively harness the benefits of FDI and avert its negative effects, countries need 

well-designed policies. Here are some policy recommendations for leveraging FDI for 

development. 

 
157 (Dada & Akinlo, 2021) 
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 Set a stable and transparent regulatory environment, with clear laws and 

consistently applied (compliant with economic, environmental, social, and 

governance sustainability). 

 Preserve political stability and thus prevent conflicts.  

 Implement strong anti-corruption policies to ensure trust among investors. 

 Improve both physical and digital infrastructures (roads, ports, energy, 

telecommunications). 

 Enhance human capital by investing in the health system, education and 

training. 

 Empower women and girls. 

 Elaborate migratory policies to curb the phenomenon of brain drain.  

 Increase regional integration to assume a greater role at global meeting tables, 

to promote intra-regional trade, to strengthen local economies, which are 

currently highly dependent on international market trends.  

 Invest in marketing FDI and in agencies for its facilitation and promote linkages 

between FDI and local enterprises and communities. 

 Provide financial and incentives for sectors with higher priority and reinvest 

revenues for development. 

 Continuously monitor, evaluate FDI and adjust policies accordingly.  

 

INVESTING IN AFRICA 

As we saw in chapter 1 Africa is home of the most rapidly growing countries. “Africa, 

once considered ‘a sleeping giant’, with a narrative of backwardness, abject poverty 

and conflicts, now holds what many believe to be the future of the world. […] West 

African rail network and the democratic transitions of power in Ghana, Cape Verde, 
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Senegal, Nigeria, Seychelles and Sao Tome and Principe are a few of the reasons why 

a skeptic can count on Africa’s future.” 158 

World Economic Forum on Africa published a list of reasons why to invest in Africa:  

1. Africa needs infrastructure to physically and technologically connect its 

economies. Companies able to connect markets have the potential to 

prosper.   

2. African Trade barriers are falling, and intra-African trade holds enormous 

potential. 

3. Customers are changing (development of middle class is happening). 

4. Digital transformation is slowly occurring. 

5. Africa is diversifying. 

6. Africa can lead in sustainable development. 

Money and know-how are not the only ingredients for a successful venture in SSA and 

everywhere else. You also need to know how to operate and move in the territory 

where you planned to build your business and know how to navigate bureaucracy and 

cultural barriers. 

Top SSA countries where to invest in the future 

Capital Consulting using data from World Bank, matching them with the Transparency 

International Corruption Perceptions Index and Ernest & Young Africa Attractiveness 

Index has developed a FDI index ranking countries with the highest potential to become 

greater economies. This with the aim of supporting investors in their choice, 

summarizing the sets of opportunities and risks challenging different countries of the 

continent. Follows a list of the top countries where to invest in the future with a brief 

motivation.159   

 
158 (Andrade, 2017, p. 336) 
159 (Andrade, 2017, p. 455) 
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1. Mauritius – This island country in the Indian Ocean, represents a strategic 

crossroads between three continents: Africa, Asia and Oceania. 

From an agricultural economy, this is increasingly becoming an 

important trade hub, a model of diversification and innovation, especially in 

financial services. 

2. Botswana – According to Transparency International, it would be the most 

transparent country in Africa because of its zero-tolerance policy 

toward corruption. Historically, the country's wealth has come 

mainly from diamond exports, which are still very important, but to which other 

sectors have been added such as tourism, ICT, energy, agriculture (and especially 

feed and fodder production), livestock value chains, manufacturing, transport 

and logistics.   

3. South Africa – the most advanced economy in the region has to offer investors 

a vibrant financial and services system, preferential access for 

exports to neighboring countries, the US and EU, a democratic 

system and well-developed infrastructure (the most modern and extensive 

transportation infrastructure in Africa is located here). Among its most 

important natural resources we highlight coal, iron, nickel, manganese, gold (it 

holds 14% of world production), platinum, chromium and uranium. Also well-

developed are manufacturing, technology (an interesting fact reported by Ipsos, 

a market research company, is that thanks to, or because of, e-commerce, 70% 

of sales have moved online) and the research and development sector, 

especially in sustainability. The government promotes business activities and the 

training and skill development of workers, a driver of innovation and growth. 

4. Kenya – the most important economy in the East is a favorite destination for FDI 

due to its treatment of investors (mainly interested in agriculture, 

infrastructure, ICT sector), which is fully in line with that for locals, 

and due to the numerous tax agreements signed that allow exports to many 
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destinations with subsidized duties (among others, it is a member of the WTO). 

Being refined and simplified is the business law sector. A strategy adopted by 

the country is as well the development of industrial clusters in key locations 

scattered around the territory. Of particular note is also the five-year 

development plan adopted by the government to transform Kenya into a high-

tech hub that has earned Nairobi, become the epicenter of the country's 

innovation, the “Silicon Savannah” epithet. Schooling is among the best, so 

trained and skilled individuals are often found in the country. Agriculture is the 

basis of the country's economy, but thanks to its natural wonders, a tourism 

sector is also highly developed. Ernst & Young ranks Kenya as a rising star for 

renewable energy investment by identifying underestimated geothermal 

potential in the Rift Valley. 

5. Rwanda – although it is a small market (not even 14 million inhabitants) and 

heavily reliant on agriculture, it ranks high on the World Bank's 

Ease of Doing Business Index, perhaps because of its location as a 

gateway for both central and northern economies and also because of its low 

corruption rate. Among the government's current priorities is technological 

development (large investments have been made in building the fiber optic 

network), the capital city of Kigali as a conference hub (as well as a tourist 

center) and increasing energy supply, which is insufficient compared to demand. 

By the way, the government offers opportunities for independent producers to 

invest in clean and renewable energy.    

6. Seychelles – despite its small size, this country has many opportunities to offer 

especially in sectors such as fisheries, aquaculture, finance, real 

estate, tourism (mainly related to maritime activities) and resort 

development. The 115-island archipelago in the Indian Ocean, located north of 

Madagascar, is connected by direct air routes with cities such as Rome, London, 

Paris, Singapore, Doha, and Dubai, as well as Nairobi and Johannesburg. 
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7. Ghana – originally known as the Gold Coast (because of rich gold reserves), in 

1957 it was the first SSA state to gain independence from British 

colonial rule. The world's second largest producer of cocoa, it 

boasts one of the continent's most stable and prosperous economies, an 

encouraging reason for FDI. In addition to gold, rich are also oil deposits, and 

developed sectors include textiles, processing cultivated cotton, tourism and 

energy. 

8. Nigeria – it is the largest economy and the most populous nation with more than 

218 million inhabitants belonging to approximately 250 different 

ethnic groups. This diversity can present both a challenge and an 

opportunity for business. To keep up with the country's growth, the government 

is implementing policies to liberalize the economy and is promoting partnerships 

of public and private sectors while also encouraging alliances with foreign 

companies. To stimulate foreign investment, strategies such as allowing 100% 

remittance of profits have been put in place with the Nigerian Investment 

Promotion Act. The country requires the construction of houses, roads and 

infrastructure of various kinds and thus offers various investment opportunities. 

The territory is rich in mineral resources including coal, iron and tin. The textile 

and leather processing industries have grown greatly in recent years.  

9. Tanzania – the country's main wealth comes from its natural resources from 

land  (cotton, coffee, cashew nuts, and minerals) to tourist 

attractions (offering the continent's highest mountains with 

Kilimanjaro, large lakes including Victoria and Tanganyika, nature reserves such 

as the Serengeti, Indian Ocean beaches with islands such as Zanzibar, and 

archeological sites such as The Olduvai Gorge, where the oldest human remains 

have been found). Its strategic location ensures its role as a port for six 

landlocked neighboring countries. The country enjoys good political stability 

thanks to no ethnic divisions. For those interested in investing here, mention 
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should be made of the Tanzania Investment Centre, a government agency that 

serves investors and businesses. 

 

  



110 
 

CONCLUSIONS 

We then started with the issue of poverty, the fight against which, is also one of the 

2030 goals. We have, after discussing the limitations of ODA, which nonetheless have 

often been important and essential aid, brought up FDI, speculating that this type of 

investment, which involves the use not only of monetary capital but also of knowledge 

and skills, could be complementary to it and not a substitution. Indeed, it would not 

make sense to make a strict comparison between the two or a definite choice between 

one or the other, since their different roles and benefits, allow them to coexist and 

amplify their effects.  

After the period of growth in which one by one African states won their independence, 

in fact, there was in 1973 the first oil crisis, then a couple of decades of stagnation and 

then the boom, driven by Chinese demand for raw materials. As demand increased, 

Africa benefited from rising prices and infrastructure investment. But while the 

continent is modernizing as a consumer, its role in manufacturing and industrial 

activities remains marginal and ODAs contribute to the passivating effect. FDI instead 

could reawaken Africa's active role.  

Enrico Mattei was an unscrupulous entrepreneur with many enemies, mostly 

Americans. He used rough methods in competition that would not pass any ethical test 

today. If an Italian multinational decides nowadays to invest in Africa, no matter 

everything, just out of interest in that continent, a victim by definition, it would ignite 

the interest of the courts, the press and environmental and humanitarian associations, 

which would immediately nose exploitation and depredation. Yet, there must be a 

solution that gives rise to a different narrative: we cannot think that our presence on 

the continent is in the hands of missionaries and NGOs, deserving and necessary, but 

not sufficient. We cannot fail to compromise between consciousness and surrender, 

especially since our non-participation still leaves the field open to the Chinese, 

Russians, Arabs, etc. We cannot stop the narrative and understanding of this immense 
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continent to the opposite countries and that sea horizon of hope and despair. We 

cannot think of walking alone toward the future of Agenda 2030 with its 17 goals, 

precisely defined as interlinked and global. Pro-climate action for example cannot 

disregard and be disconnected from the fight against poverty. Daniel Yergin, a leading 

energy expert, argues that until poor countries industrialize, carbonize and enrich 

themselves, there can never be true decarbonization. We may delude ourselves 

differently, but the planet is one and we win only if we all get there.  

We can therefore conclude by saying that FDIs are not alternatives to ODAs, but 

complementary. ODAs in fact remain essential for basic needs, to support institutional 

and capacity building to fill the holes in citizen services, while FDIs as demonstrated 

among others by Gohou and Soumaré are more effective in driving economic growth, 

technological and private sector development, thus positively impacting on economic 

growth with an amplified effect if favorable policies are in place and if outcomes and 

quality are monitored. Ideally perhaps, a proper combination of the two, aimed at the 

sustainable development of the recipient country may be the key to equitable 

development. Indeed, where FDI requires infrastructure and human capital (healthy 

and properly trained) to be effective and generate high economic returns, ODAs (as 

well as potentially offering immediately effective interventions) can help create these 

preconditions also aiming for their long-term development. Moreover they can 

mitigate the risks associated with investing in these often unstable and unpredictable 

developing countries through actions conducive to political stability and the 

establishment of rule of law. Thus, ODAs can help generate an enabling environment 

for FDI by launching pilot projects, or adjust it with targeted interventions when 

needed, therefore creating the foundation for growth, a solid grounding. FDI, on the 

other hand, would stand on this base, creating verticality, further development. And it 

is a system whose success is self-sustaining, since regardless of the type of investment, 

that system's growth generates renewed interest in the investors.  
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Certainly, however, one cannot think of a one-size-fits-all winning formula, since as also 

pointed out by Alfaro, sectoral (or even regional) differences, require treatments 

tailored to them.  

The work hence aims to present the analyzed reality by offering different angles, so 

that a common citizen, or an entrepreneur interested in investing in those areas, has a 

more comprehensive overview. Moreover, given the plurality and complexity 

presented, this paper could be considered a hint, not something concluded, but just a 

starting point for updating the now old analysis seen and refresh some colors of the 

picture or zoom in on some aspects that are barely sketched out, but worthy of further 

study.  

So as always about the future one can make predictions, but one is never certain. Yet, 

one thing is known: Africa's future will be built by its citizens, who are not lacking in 

vibrancy, optimism and adaptability. What can be hoped is that competition in this 

territory will return a healthy development, managed and chosen by Africans 

themselves, with a plural foundation, thus offering a range of opportunities.    
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