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The headline 
The New African story 



• Late last year, I stumbled upon rent data in the Monitor 

• I started playing with it, and discovered I could conduct a 
comprehensive analysis of the resource rent for 48 SSA countries for 
1970 to 2010, covering two commodities booms and a long bear 

• I conducted the analysis over several months, usually during my sleep 

• All figures are in USD 2005 constant 

The data set 
The World Bank Economic Monitor  



• This research started with an interrogation on the nature and 
resiliency of Africa’s new growth trajectory 

• I have been particularly perplexed by the seemingly exaggerated 
claims that Africa was a “lion on the move”, the latest tiger, and an 
emulator of the Asian path 

• This doubt has in part been fueled by my extensive first hand 
experience: I have seen growth in Africa, but I have not seen 
widespread export-oriented industrialisation 

• But I was intrigued by the resilience of Africa’s growth to Europe’s 
crisis 

• Though this fueled my concern that the growth path is essentially 
commodity-led 

The question 
Is the Africa growth story more than hype? 
 



The growth evidence 
An obvious turnaround 
 

Growth curves – Africa vs. World Toward lower volatility 

Regional performances, GPD growth GPD multipliers 



The growth evidence 
The China pull 
 

Growth curves – Convergence The Chinese driver 

Correlation is not causation, but… 



The growth evidence 
But not your typical emerging market growth path 



Growth, prices and resource rents 
Growth and prices 

Growth  & prices 

1970-2010 – growth & M&M 1970-2010 – growth & Energy 



Growth, prices and resource rents 
Growth and rents 

Growth  & the rent 

1970-2010 2000-2010  



Growth, prices and resource rents 
Growth and rents – the oil pull 

Growth & the mineral rent 

King oil 

Growth & the oil rent 



Growth, prices and resource rents 
Rents and prices 

Prices & the mineral rent 

Correlation 

Prices & the oil rent 



The resource rich countries 
A growing economic weight 

• Excluding South Africa, because of its large economic weight: 

► In 1970, only five countries qualified as resource rent countries. Their combined 
GDP was only USD 11.2 billion (constant 2000), or 7 percent of Africa’s GDP. Their 
combined annual growth that year was 4 percent to the region’s 7.8 percent. 

► In 1980, nine countries qualified, with a combined GDP of USD 57.3 billion to 
Africa’s USD 227.1 billion, a share of 25 percent. Their combined annual growth was 
4.3 percent to the region’s 4.9 percent. 

► In 1990, the number rose to 11 countries, with a total GDP of USD 76.1 billion to 
Africa’s USD 273.1 billion – now 28 percent. Growth was sluggish, at 1.2 percent for 
Africa and 1.7 percent for the rent countries. 

► In 2000, ten countries were resource rent countries. Their combined GDP was USD 
180 billion, 32 percent of Africa’s. Their combined annual growth was 4.3 percent to 
the region’s 3.6 percent.  

► In 2010 17 countries qualified as resource-rich (excluding South Africa, whose GDP 
dwarfed the rest, at USD 187 billion). Their combined GDP for 2010 was about USD 
230 billion, and represented a very significant 42 percent of Africa’s total GDP of 
USD 550 billion. Their combined annual growth was 6.2 percent to the region’s 5.  



The resource rich countries 
A growing economic weight 

Summary table 

The resource rich countries in the 
region’s GDP 



The rent mechanics 
Observations 

• The three analytic perspectives conducted have provided some 
important insights into the role of natural resources in the economic 
fortune of Africa: 

► Growth/natural resources prices: this analysis has shown a meaningful correlation 
between the two. The correlation was higher between growth and the metals & 
minerals price index, particularly in the 1970s. It was moderate in the 2000s. While 
the correlation was lower for energy in the 1970s, it progressively increased over the 
decades, and became moderate in the 2000s. 

► Growth/natural resources rent: the analysis found an overall positive but weak 
correlation between the two. The mineral rent had an overall low correlation with 
growth, being negative in the 1980-2000 period, and increasing to a low correlation 
post-2000. The oil rent’s correlation with growth was the opposite. From negative in 
the 1970s and 1980s it increased to moderate in the 2000s. 

► Natural resources rent/prices: in the case of metals & minerals, statistical 
correlation for the period was moderate, at 0.5, but with notable variations by 
decade. Correlation was high in the 1970s and very high again in the 2000s. 
Correlation between the oil rent and energy price index is even more pronounced, 
and confirmed by a statistical correlation of 0.80 over the period 1970-2010.  



The rent mechanics 
Observations 

• The analysis confirmed the overall correlation between Africa’s 
growth performance and its natural resources, though the relationship 
was not straightforward and varied significantly over the period: 

► At times, natural resources played a significant role in generating high rents and high 
growth. This was particularly the case when, unsurprisingly, prices were high.  

► Conversely, Africa’s growth performance and resource rent were at their worst when 
natural resources prices were low.  

► The mineral rent was never very high, and much lower than generally proclaimed. At 
less than 5 percent for the entire period of analysis, it disqualifies the notion that 
Africa as a whole is a mineral economy. Some African countries are mineral 
economies, and the number of such countries is closely related to prices. 

► The same, however, is not true of oil, which from 1971 has played a determinant role 
in generating the region’s large natural resource rent. Obviously, only some African 
countries have been oil economies. For these, both the rent and economic growth 
have been much higher than mineral countries’. 

► Before 2000, growth was highly volatile and inconsistent. The post-2000 period 
broke that growth model in that it brought high growth and trend-breaking 
consistency. This corresponded to fast growing natural resource prices over an 
unprecedented length of time.  



The rent mechanics 
Axiom 

• On this basis, it is possible to propose the following axiom of the 
natural resource rent in Africa: 

Prices have a direct impact on the rent, whose direction has an 
impact on growth. Stated differently, the rent acts as the conduct 
between natural resources prices and economic growth – all other 
things being equal. 



Rent mismanagement in the 1970s-1990s 
Rents and prices 

Its not all about prices Its not all about prices, too 

Its not all about prices, either 



Rent mismanagement in the 1970s-1990s 
The policy mediator 

• Policy is a critical factor in rent formation.  

► Poor policy cost Zambia dearly: total mineral rent between 1970 and 2010 was 
USD 15 billion (2000 constant).  

► Assuming that production had remained constant around 700,000 tons each 
year up to 2010, and applying average annual copper prices for each year, 
Zambia total mineral rent would have been around USD 60 billion. Under these 
assumptions, Zambia’s policy cost it USD 45 billion of lost rent. An enormous 
potential cost.  

► Nationalisation had been presented as a policy of national independence and 
economic sovereignty. It produced the exact opposite.  



The secular rent cycle in Africa 
Systematic counter-cyclical policies 



Economic policy conclusions 

• Two overriding lessons stand out: 

► Government policies intended to better capture the mineral rent through 
interventionist policies that expanded the role of the state almost 
systematically failed to achieve their stated objectives. Worse still, these 
policies produced the opposite outcome, decreasing the rent well beyond the 
impact that lower prices would have had, and failing to capture the upside of 
prices when these rose. Conversely, decreasing direct intervention demonstrably 
benefited rent formation, notably from 2000 onward, and had a positive impact 
on economic growth and microeconomic performance. 

► Africa has clearly not escaped the resource trap, one characterised by 
dependency on commodities, at the expense of the rest of the productive 
sector. This ensures that the region remains highly vulnerable to growth 
collapses which could undermine the gains of the past decade.  

► Continued dependency on the mineral rent leads to unsustainable currency 
appreciation, which takes a toll at the rest of the economy and fosters 
consumption rather than diversification and sustainable economic growth. It 
also feeds a political economic structure which discourages productive 
investment outside the non-rent sector and encourages rent-seeking, predatory, 
behaviours.  



Economic policy conclusions 
 

• Given this: 
► As it appears likely that the commodity super-cycle of the 2000s has come to end, 

short-term government priority should now shift on minimising the negative 
impact of greater market volatility and uncertainty. Governments should seek to 
protect rent generation first, because a dwindling rent hurts government 
revenues, decreases employment and slows growth. In a declining investment 
context that means taking pro-investment measures. Adequate return on investment 
for the providers of capital – and thus investment risk – needs to be sufficient to 
maintain rent generation. Interventionist policies seeking to compensate for lower 
investment must be resisted. 

► At the same time, measures must be deployed toward the medium-term that 
ensure that the rent is fairly and transparently allocated. It is incumbent upon 
governments to effectively attribute this income through a fair and transparent 
budgetary process. Governments should not escape the increasingly high standards 
expected of the industry.  

► Critically, governments must deploy their share of the rent toward effective 
diversification in the medium- to long-term. Here, priority should be given to 
mechanisms and policies that effectively support meaningful improvements in 
investment climate reform, non-mineral sectoral developments, and cost-
competitiveness policies . 

► Considering governments’ poor record at deploying the right rent capturing policies 
at the right time and response to changing market – and thus investment – conditions 
timeously, a policy mechanism needs to be developed and implemented that has 
in-built reactivity and responsiveness. This mechanism should be founded on 
established best practices in ownership, licensing, taxation and revenue allocation, 
and ensures automaticity, transparency and progressivity.  
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