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Preface

As the processes of globalization have accelerated in recent decades, virtu-
ally all countries of the world have experienced its multifaceted impacts,
most particularly as we move further into the twenty-first century. Economic
restructuring processes, which have been underway for several decades, have
posed new challenges for nation-states and the international citizenry within
the changing contours of the global economy. These challenges are likely
to persist in the coming decades as a result of technological changes, an
increase in international-trade activities, the widening digital divide, global
warming, and the increasing levels of complexity that characterize contem-
porary political and economic relationships.

This edited volume is the outgrowth of the First Public Scholars in Afri-
cana Studies International Conference on Globalization which was held
at Indiana University—Purdue University Indianapolis (IUPUI) from Octo-
ber 29-31, 2009. The theme of the conference was “Rethinking Economic
Development in the Context of Globalization: Entrepreneurship, the
Knowledge Economy, and Sustainable Development.” The purpose of the
conference was to examine the impacts of globalization on various coun-
tries of the world, with a particular emphasis on Africa and the African
Diaspora. Scholars were asked to rethink and reconceptualize globalization
within the broader context of the twenty-first century knowledge economy
and efforts put forward by nation-states of the world to achieve sustain-
able development. A second goal of the conference was to develop pub-
lic policy recommendations that could be implemented by nation-states,
political leaders, NGOs, and members of the public at large to enhance
the attainment of economic and sustainable development. Although not
all the presenters are represented here, we would like to acknowledge the
contributions of all of them.

We have numerous people to thank for their support in helping us to
organize the conference. We are grateful to Dr. Charles Bantz, chancellor at
Indiana University-Purdue University Indianapolis for his strong support of
the event as well as Dr. Uday Sukhatme, executive vice chancellor and dean
of the faculties, Dr. William Blomquist, dean of the School of Liberal Arts,
and Dr. Monroe Little, former director of the Africana Studies Program.
We are especially grateful to His Royal Majesty, Oba Michael Adedotun
Gbadebo, the Alake and Paramount Ruler of Egbaland and Her Royal Maj-
esty, Olori, Dr. Tokunbo Gbadebo for being our special guests for four days
during the week of the conference and for the wonderful keynote address



X

provided by His Royal Majesty at the Awards Dinner. We want to thank all of
the members of the organizing committee as well as our conference spon-
sors, which include The Public Scholars in Africana Studies, the Olaniyan
Scholars, the IUPUI School of Liberal Arts, the Africana Studies Program,
the Office of the Chancellor, the IUPUI Fortieth Anniversary Fund Grant,
the New Perspectives in the Humanities Grant, the IU Conference and
Workshop Grant, the Academic Affairs Conference Grant, the Office of the
Assistant Chancellor for Diversity, Equity and Inclusion, the Office of the
Vice-Chancellor for Research, the Office of the Indiana University Founda-
tion, the Office of the Associate Vice Chancellor for International Programs,
the Office of the Dean of Health and Rehabilitation Sciences, the Commit-
tee on African and African American Studies (CAAS), the Solution Center
Venture Fund Grant, the Egba National Association and New York Chapter,
the University Place Hotel and Conference Center, the Above and Beyond
Limousine Services, Inc., the Circle City Chapter of the Links, Inc., Mr. and
Mrs. Kayode Akiwowo and Chiefs Drs. Maurice and Bessie Soremekun. We
are grateful to our community partners that include Mr. Shola Ajiboye, Mrs.
Cynthia Bates, Mr. Dave Rozzell, and Mr. Peter Kirkwood.

We also acknowledge the wonderful keynote presentations made by Dr.
Keenan Grenell, Dr. Toyin Falola, and Chief Jimmy Gboyega Delano, as well
as the numerous scholars who presented papers at the conference, some
of whom also made significant contributions to this book. These scholars
represented North America, South America, Africa, and Europe. We are
grateful to the panel chairs, college student presenters, as well as student
participants from the Crispus Attucks Medical Magnet High School in India-
napolis who presented a wonderful roundtable discussion on strategies that
can be used to improve relations between Africans and African Americans.

‘We would also like to thank Ms. Suzanne Guiod, editorial director for the
University of Rochester Press, members of the editorial board, as well as the
reviewers of this manuscript who provided insightful comments on ways to
strengthen our work. Last, we acknowledge the wonderful support we have
received from our respective spouses, Chief Dr. Maurice A. E. Soremekun
and Mrs. Bisi Falola, and our children.

Bessie House-Soremekun
Indiana University—Purdue University Indianapolis

Toyin Falola
University of Texas at Austin
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His Royal Majesty Oba Michael Adedotun Gbadebo receives the key to the city from
Honorable Greg Ballard, mayor of Indianapolis, Indiana, October 29, 2009.



His Royal Majesty Oba Michael Adedotun Gbadebo, Her Royal Majesty Olori Dr.
(Mrs.) Tokunbo Gbadebo, Honorable Mayor Greg Ballard, officials from the May-
or’s Office, IUPUI officials, conference attendees, and members of the community.

Teachers and student participants from Crispus Attucks Medical Magnet High
School participate in the conference.



[UPUI 40th ANNIVERSARY

- L——

His Royal Majesty Oba Gbadebo receives the Africana Studies Appreciation Award from
Dr. Charles Bantz, Chancellor of Indiana University—Purdue University Indianapolis.

=

Dr. Toyin Falola receives the Africana Studies Distinguished Global Scholar Life-
time Achievement Award from Chancellor Charles Bantz and Chief Dr. Mrs. Bessie
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Introduction

Africana in the Margins

ToviN Farora AND BEessiE HOUSE-SOREMEKUN

This particular moment in history is perfectly easy to interpret. Globaliza-
tion presents Africa and black people as marginal: globalizing economies
seek resources from every corner of the world, and globalized economies
reap considerable benefits from their economic and political dominance.
The “wealth of nations,” to borrow the title of Adam Smith’s famous book,
is used not only to develop the resources within the boundaries of nation-
states but also to tap into the resources of other countries. Africa has given
to the outside world more than it has received in return, creating the basis
to talk about the poverty of nations. Defenders of globalization insist that it
represents progress for all nations, the ultimate peak of human progress.
Globalization’s critics point to the devastation of the environment, climate
change, depletion of natural and mineral resources, labor exploitation,
expropriation or control of land belonging to the poor, and indigenous
profiting from food production as significant negative consequences.!
Africa is a case study of both positions, providing examples of the ben-
efits and problems of globalization. Africa experiences globalization “from
above,” that is, a situation where powerful nations and companies with more
resources are able to control the major actions and policies that determine
the characteristics of global encounters.? If Africa is part of the equation
of globalization “from below,” any discussion of its place in the global sys-
tem will draw us into issues of nationalism and resistance—how Africans
can mobilize themselves to win power and privileges, and how international
institutions must be reformed. The actors who control globalization from
above often call on African countries to practice democracy, but the same
democratic principles do not apply to the United Nations Security Council,
where a handful of countries have veto power. Enormously powerful inter-
national financial institutions are not always accountable and transparent,
and they have the capacity to enforce unpopular neoliberal policies, thus
ensuring that the autocratic organization of globalization hurts Africa in
such aspects as currency value, commodity pricing, and debt servicing. The
challenge that Africans face is to seek the means to extend the benefits of
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globalization while curtailing the negative impacts on their worldview, cul-
ture, and values that hold together families, communities, and clans.

The encounters of Africa in particular and black people in general with
the forces of globalization since the fifteenth century have been devastating
for the most part. The evidence of domination and exploitation is clear to
see, largely the result of a gradual process of incorporation of a periphery
into the network of emerging global capitalism. The worth of Africa, indeed
of black people, is the monetary value of their labor and their products
when they are converted into cash. Global interactions can produce goods
and services such that the rewards are not equal: powerful and dominant
countries have far more resources from which to benefit than weaker ones.
Consequently, we must focus on the pitfalls and drawbacks of this encounter
before we can contextualize globalization’s future possibilities.

To those who are ever impatient about change and the future, the past
can appear irrelevant. To the contrary, the past is relevant, as it explains
the emergence of contemporary structures and institutions. The imagina-
tion of a better future rests in part on the assumption that the limitations
and weaknesses of contemporary arrangements can be corrected and tran-
scended. The potential of people to effect change depends on necessary
resources and capabilities. Dreams are one thing; turning them into realities
is another thing altogether.

Just as globalization cannot be understood without the exploitation of
black people, Africa and the African diaspora are not new to the phenom-
enon of globalization. Indeed, the history of black people cannot be fully
understood without understanding their encounters with other races as
structured by global economic and political forces underlying interactions
and exchamges.3 Migrations and transborder movements are common fea-
tures of African history.4 North Africa was part of the globalized empires
of the Greco-Roman and Islamic worlds. The gold produced in the Mali
Empire during the thirteenth century reached Europe. The leather of Kano,
renamed in some literature as Moroccan leather, reached North Africa and
the Middle East. The palm oil and palm kernels of the Niger Delta also
found their way north. These facts point to the extensive long-distance trade
between Africa and the rest of the world, within Africa, and among black
people in various locations. Indeed, the examples supply evidence for the
view that the present phenomenon of globalization has a “global heritage”
made up of contributions from all parts of the world. The evidence of con-
tacts shows the elements of history and time—how global forces have deep
historical roots—and of space—how various places are connected. Whether
in the trade of palm oil from the Niger Delta to Europe or of crude oil from
the Niger Delta to the United States, we encounter the globalized past and
the globalized present, and the role of commodities whose transactions are
facilitated by global finance, communications, and technologies. We also
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encounter power, as in the ability of past colonial governments to take palm
oil to Europe and of contemporary Western states to consume crude oil
extracted elsewhere. The features and scale of globalization vary from time
to time, depending on how economies, cultures, and places are linked. Even
today, Lagos in Nigeria and Johannesburg in South Africa are far more con-
nected to the non-African world than to many smaller African cities.

The colonial era extended the reach of globalization. Remarkable
improvements in the technology of violence—for example, the Gatling and
Maxim guns—delivered Africa to the Europeans. The economic practices of
the time, in particular international commerce facilitated by the movement
of companies and capital, favored the purchase of African products. Foreign
companies established networks to extract minerals, buy crops, and exploit
labor. Labor became mobile, as workers were moved from one area to
another to ensure production. Commercial and political networks of empire
linked Africa to other parts of the world.? Migrations outside the continent
continued in various forms. As Africans were drawn into the two world wars,
recruited as soldiers, thousands were enabled to visit other places. Many
migrated within Africa to work in areas with minerals, and some went to
Europe or the United States in pursuit of higher education.

If history is important, so too is ideology. Economic systems shape the
institutions of nation-states, but they also shape the relationships between
nations. Globalization, as far as Africa is involved, is dominated by capitalism
and capitalist expansion. Even though a few postcolonial African countries
tried the socialist alternative, the dominant ideology of their engagement
with other nations was still structured by capitalism. The constant features
of capitalist ideology have not necessarily benefited Africa. The assumption
of a free market where productive labor will earn good incomes, and where
producers will reap good profits, did not work within colonial regimes
because profits went to foreign firms and governments while workers were
forced to produce for survival wages. The assumption that market forces
will regulate prices and the quantity of surpluses released for trade has not
always panned out. African countries do not control the prices they receive
for their exports nor what they pay for imports. Not only do they produce
for external markets at the expense of food production, there is no “mar-
ket arena” where the millions of local producers can negotiate over prices
with their external buyers. The mediators—the firms that buy locally and
sell abroad—do not necessarily face competition. Governments regulate the
economy in ways that favor the accumulation of resources to be distributed
not to advance domestic economic expansion but to maintain a hold on
power. The politics of prebendalism—the use of state resources for personal
political agendas—affect how public policies are formulated and imple-
mented. Corruption and wasteful public spending ensure that the gains and
promises of capitalism are already compromised.
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Throughout the twentieth century, Africa had to wrestle with the chal-
lenges of modernization, Westernization, and globalization, all of which are
synonymous to many. Christianity spread along with Western education, pro-
ducing a new set of Africans with ideas and skills connected to the West’s
values and its formal economic system. Nation-states were created to replace
older indigenous nations. Africans were connected with the outside world
mainly as suppliers of raw materials and consumers of finished products.
Africans became converted to what Karl Polanyi characterized as “fictitious
commodities,” objects who existed so that the market could function.® In
the last few decades, capitalism has been extended to Africa in its most con-
servative forms, sold in a warfare mode by the World Bank and the Interna-
tional Monetary Fund (IMF) as a package of structural adjustment programs
(SAPs) that insisted on devaluation of currencies, reduction in the size of
bureaucracies, and privatization of business enterprises. Peasant products
were to be obtained for cheap, and foreign companies were granted easier
access to them. Market forces were extended even to villages accustomed
to subsistence livelihoods. People were called upon to think globally, which
meant to think about cash to purchase imported items. As social services
were cut back, and jobs became harder to find, many people took to the
streets in protest. Politics became highly unstable, and the neoliberal form
of globalization became, for many, a deadly poison.

Over the last few decades, the world community has witnessed a tremen-
dous intensification of globalization’s processes and their attendant impacts
on politics, economics, culture, and society. There has been an economic
restructuring of many economies in the global North from a previous overre-
liance on manufacturing and agriculture as the basis for their development
to an orientation now characterized by a proliferation of service-related
enterprises. Moreover, the economic gap between countries of the North
and the South has widened considerably, even as new economic superpow-
ers such as China and India are playing more important roles. These effects
are expected to intensify further in the coming years as a result of increased
international trade, further reliance on the outsourcing of jobs from the
North to the South, technological advances, climate change, and the widen-
ing digital divide.

Although a large literature has emerged that examines the phenome-
non of globalization in its various modalities, few studies have provided a
comprehensive analysis of the impact of globalization on African societies
within the much broader context of sustainable development initiatives. It
is in this area that the present volume makes an important contribution.
Although some of the chapters presented here are situated within an analy-
sis of broader historical processes, the majority focus primary attention on
the postcolonial period. This collection enhances the state of knowledge on
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globalization with regard to sub-Saharan African countries in several impor-
tant ways: First, the individual chapters interrogate both the theoretical and
the empirical aspects of African economic and sustainable development ini-
tiatives in the era of globalization. While providing comprehensive analyses
of theoretical issues that revolve around the complex processes of global-
ization, they also present detailed examinations of innovative and creative
models of economic development that can be implemented in sub-Saharan
Africa to drive economic growth, improve selfssufficiency, and promote sus-
tainable development. In this way, we contextualize the issues in a framework
that can be easily accessed by politicians, public policy analysts, scholars, stu-
dents, international organizations, nongovernmental actors, and members
of the public at large. Some of these models utilize the tremendous knowl-
edge and capabilities of diasporic Africans, as well as new strategies of sus-
tainability entrepreneurship.

Second, while many of the scholarly studies performed thus far have
examined the impacts of globalization at the international level, this volume
focuses on three levels: international, national, and local. Third, we provide
insightful case studies of African countries that demonstrate creative and
indigenous-based models of entrepreneurship and discuss efforts to achieve
sustainable development and economic independence at the grassroots
level of society. Another unique feature of this volume is its interdisciplin-
ary nature. Contributors represent the disciplines of law, history, political
science, economics, sociology, anthropology, business and management,
African studies, art history, and education. They also reflect gender diversity
and a sampling of scholarship from four continents: Africa, Europe, North
America, and South America.

The essays are presented here in four parts. In part 1, we examine the
multifaceted impacts of globalization on development prospects in African
societies, with a particular emphasis on economic and sustainable develop-
ment. While the contributors to this volume acknowledge that Africa has
been besieged by the forces of globalization for a very long time, a general
consensus is emerging that in more recent decades (e.g., the 1980s), the
introduction of SAPs, implemented by the World Bank and IMF, had par-
ticularly dire impacts on Africa’s economic prospects. To quote Baiyee-Mbi
Agbor-Baiyee:

According to the requirements of these SAPs, SSA nations, like other devel-
oping countries, were forced to adopt neoliberal concepts of market reform,
currency devaluation, trade liberalization, and divestment or privatization
of state-owned and state-run institutions. . .. The structural adjustment pro-
grams were abandoned in the mid-199os because of the significant hardship
they imposed on the poor in the region. Whether stated explicitly or not, the
design of SAPs conceived SSA governments as constraints to socioeconomic
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development. . .. The unanticipated consequence of SAPs was that without
a vibrant private sector to provide employment and to absorb some of the
responsibilities of the government, there was a general decrease in levels of
public investment and social services provided by the governments. ... The
situation was worsened by high rates of inflation caused by the devaluation of
SSA currencies—resulting in a significant rise in the prices of basic goods and
services and the overall cost of living.”

In chapter 1, Martin Spechler examines globalization with a broad brush
to explicate why more than a billion global citizens have not yet experienced
its positive benefits. He argues that although most countries of the world have
been affected by the processes of globalization to date, some countries have
clearly benefited more than others. He notes that over the last twenty years
in particular both the volume of world trade and net private investment have
drastically increased. Multinational corporations have proliferated across the
world, and the level of foreign direct investment has risen. He posits that
most of the countries that opened their economies to the new imperatives of
free trade experienced positive benefits. However, by itself openness to world
trade, although important, is not a sufficient factor to accelerate economic
growth and prosperity. Other variables that are also important include the
provision of public education and health care, good governance structures,
and equitable distributions of wealth and resources. In spite of these factors,
one-fifth of the world’s population of 6.6 billion still live in countries whose
national incomes are only $935 per capita. Spechler emphasizes that global-
ization has had both positive and negative impacts on the poor countries of
the world. Sub-Saharan African countries, similar to Caribbean and Latin
American states, experienced sluggish economic growth during the last three
decades. Per capita GDP declined by 1 percent each year in g2 countries in
SSA from 1980 through the 199os. Since 2005, roughly half of Africa’s people
(380 million) have been living on less than $1.25 each day. He attributes the
declining economic growth rates during some of the periods he discusses to a
number of factors such as Africans’ inability to take advantage of global eco-
nomic opportunities, loss of their former share of world markets, and failure
to effectively diversify their economies.

In chapter 2, Baiyee-Mbi Agbor-Baiyee further expands the analysis of
globalization’s impact on development in Africa by providing an assessment
of how well sub-Saharan African countries are faring in the era of globaliza-
tion. To accomplish his goal, he compares and contrasts Africa’s competi-
tiveness with that of three other developing regions of the world—Southeast
Asia, Latin America, and the Caribbean. He also identifies the five best-
performing countries in sub-Saharan Africa based on the 2007 global com-
petitiveness rankings (e.g., South Africa, Mauritius, Botswana, Namibia, and
Kenya), as well as the sources of their competitive edge, in order to explain
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the best practices utilized by these countries in attaining a degree of eco-
nomic success. He argues that these best practices can in turn be utilized by
other countries in the region that share similar socioeconomic challenges.
He makes use of the World Economic Forum’s Global Competitiveness
Index, the UN’s Millennium Development Goals, and the World Bank’s
Global Development Indicators. Based on his statistical analyses, sub-Saha-
ran African countries ranked in last place in all four of the basic competi-
tiveness factors, which include effectiveness of institutions, infrastructural
development, achievements in health and primary education, and effective-
ness of the macroeconomic environment. When comparing the regions on
the basis of performance as measured by the efficiency enhancers index,
which influences factors that drive what Agbor-Baiyee calls the “efficiency-
driven stage of development,” sub-Saharan Africa was again in last place.
The SSA region, however, ranked first in the area of business sophistication
but was again in last place in terms of technological innovation. All of the
developing regions were able to ameliorate their citizens’ access to universal
primary education except East Asia and the Pacific, while childhood mortal-
ity rates also declined in all of the developing regions. SSA also made the
largest increase in the rate of contraceptive prevalence, and all of the devel-
oping regions achieved improvements in the area of gender equality and
access to improved sanitation.

Chapters g, 4, and 5 each offer prescriptive solutions and strategies that
African countries can use to achieve genuine sustainable development.
Benaiah Yongo-Bure shifts the focus of attention in chapter g to the impor-
tance of revisiting and implementing workable strategies such as creat-
ing “regional development poles,” utilizing principles of self-reliance, and
improving existing regional organizations and groupings on the continent
that he believes are currently beset with problems of inconvertible curren-
cies, the inability of member countries to produce diversified manufactured
goods to trade within the groupings, and numerous nontariff barriers.
According to Yongo-Bure, the rationale behind creating “regional develop-
ment poles” is that these configurations will allow for African countries that
are of sufficient size to industrialize relying on their own capacities while
utilizing their significant human and natural resource endowments. These
countries can develop into diversified industrialized economies that will in
turn diffuse economic development to neighboring African states. Yongo-
Bure argues that enhancing transportation and communication networks
will greatly facilitate the economic development process. Overall, develop-
ment that is sustained will greatly enhance Africa’s standing and competi-
tiveness in the context of globalization.

In chapter 4, Stephen Kpinpuo examines the critical role that Africans
can play in enhancing development prospects through a renewed empha-
sis on improving the quality of education—both what is taught to Africans
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on the continent and what Americans learn about Africa and Africans in
the US school system; incorporating sound governance structures in demo-
cratic African societies; and utilizing African cultural values of collective self-
reliance and self-help initiatives to foster greater economic independence.
While positing that African countries should emulate China and other East
Asian nations with regard to the implementation of self-help projects to stim-
ulate the attainment of sustainable development and economic growth, he
points to many positive cultural values of African societies that if reasserted
would give African countries a greater impact internationally. One of these
cultural values is the African virtue of emphasizing the “we” over the “I,”
collective achievement and collective development over individual success.
Within this context, he supports the continuous elevation of group pursuits
including Pan-Africanism, patriotism, sound governance, cultural sharing as
well as commitments to peace and security, and self-reliance. He emphasizes
that globalization and interdependence are ultimately concerned with shar-
ing and fostering collaborative activities and networking among members
within the same communities or members of global communities. Conse-
quently, reasserting the African cultural belief that “we are our brother’s
keeper” is in perfect alignment with the increasing demands that Africa find
ways to successfully interact in a “globalizing world.”

Chapter 5, by Rubin Patterson, introduces other innovative and creative
strategies to assist Africa in attaining its sustainable development goals in the
twenty-first-century global economy. While drawing on his previous research
in this area as well as interviews and fieldwork recently performed in India
and South Africa, he examines in some detail the important and ongo-
ing relationship between developing viable sources of renewable energy,
utilizing the migration-development model to enhance Africa’s economic
prospects, and practicing principles of sustainability entrepreneurship. Pat-
terson emphasizes the urgent need of African countries to use innovative
approaches to commercialize renewable energy sources that will protect
their environments while simultaneously jumpstarting their economies.
Patterson asserts that African countries can not only pioneer the develop-
ment of green technologies, rather than competing with advanced coun-
tries in such areas as steel and computers, but also possibly emerge as early
adopters of technologies that would help immeasurably to rejuvenate their
economies and enhance the quality of life of their citizenry, if they move
aggressively in this direction. The adoption of the migration-development
model, which Patterson supports, was earlier used by European countries
in the early 1goos and Asian countries later in the same century. The use of
this model could greatly assist African countries because the requisite edu-
cational training is not readily available on the continent to spearhead the
green innovations that are needed. Therefore, Patterson asserts the need
to draw from the knowledge base of diasporic Africans whose tremendous
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human capital can help not only in the research phase but also in the com-
mercialization phase of ecoindustrial technologies. Some African citizens
can also migrate to countries that are utilizing cutting-edge techniques so
that they can learn this information and make it available to African leaders.
Patterson also discusses how African leaders can provide environments that
are conducive to the development of sustainability entrepreneurship activi-
ties in Africa. Although some sustainability entrepreneurs focus on maximi-
zation of profit in their businesses, others aim to have a social impact.

In part 2 of this volume, we analyze the impacts of globalization on nation-
states as well as on the local actors at the grassroots. Karen Bravo discusses
in chapter 6 some of the inherent contradictions between the operation of
trade liberalization and the imperatives of free trade in the post-World War
II period with regard to activities of nation-states in contradistinction to the
constraints that state actions place on the immobility of the transnational
labor market. Chapters 7, 8, and g look at another part of this equation, the
role of entrepreneurs in creating wealth and jobs for labor (workers) at the
local level. According to Bravo, the crux of the matter is the virtual incom-
patibility between domestic immigration laws created by individual nation-
states to curtail the free movement of labor from one country to another
that often run counter to international trade laws that facilitate the free
movement of goods, capital, services, and ideas across nation-state borders.
The unresolved conflicts described above often lead to an increased inci-
dence of illegal movement of workers across national boundaries and other
exploitative activities. Bravo points out how these factors militate against the
attainment of a truly globalized world, arguing in favor of the development
and implementation of a global social contract that would protect labor and
liberalize it from the stringent constraints currently imposed by nation-states
in the global economy.

Chapters 7 and 8 introduce gender into our discourse by highlighting
the role of women microentrepreneurs in African societies. In chapter 7,
Gracia Clark draws on her extensive research performed since 1978 on the
Asante ethnic group in Ghana to examine the tremendous contributions
of African women market traders in Kumasi Central Market in enhancing
economic development and creating sustainable economies. Clark argues
that these women, through their involvement in trade and commercial
activities, acquired a unique point of view of globalization’s cultural and eco-
nomic processes. Assessing women’s entrepreneurial activities also provides
significant insights with regard to predicting and assessing various trends
in the globalization process. For example, these traders often observe con-
ditions that influence the ongoing dynamics between supply and demand
in a variety of areas that connect rural communities with urban neighbor-
hoods in various business enterprises across the globe. They also see first-
hand the manner in which producers and consumers interact on a number
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of important levels that involve internal and external factors. They must also
maintain successful businesses through periods of instability in their coun-
try. They are also affected by economic and political changes at the global
level that trigger impacts all the way down to the local level of African societ-
ies. Her research on Ghanaian market women demonstrates that there is a
strong connection between the local and the global and that gender is also
interwoven in a significant way into these important linkages.

Mary Johnson Osirim in chapter 8 provides an insightful analysis of the
role of Zimbabwean women microentrepreneurs to explain how they car-
ried a disproportionate share of the impacts of globalization when economic
structural adjustment programs were imposed by the World Bank and IMF in
1990—91 and the Enhanced Structural Adjustment Facility a few years later
in 1995. While drawing on tenets of feminist political economy theory as well
as fieldwork carried out during the 19gos in Harare and Bulawayo, the two
largest cities in Zimbabwe, she skillfully demonstrates how the women dealt
with higher user fees for many social services, increased levels of competi-
tion and costs, and rising levels of unemployment and underemployment in
their family units and in the country as a whole. Osirim provides a nuanced
and informative historical analysis of Zimbabwe’s transition from a colonial
to a postcolonial state as well as the impacts of race and gender in develop-
ing an inequitable status quo; she then discusses how women entrepreneurs
who were involved in sewing, crocheting, hairdressing, and market trade in
the era of SAPs were able to maintain successful businesses and create jobs for
members of their communities. They also learned how to reinvest their profits
back into their businesses. They used innovative strategies to diversify both the
production and the sales of their products as well as to utilize subcontracting
opportunities to make their businesses more profitable.

While presenting the findings of fieldwork that was conducted at the
International University of Grand-Bassam in Cote d’Ivoire in chapter g, Ulf
Richter makes a compelling assessment of ways local entrepreneurial activi-
ties can be stimulated to optimize the chances for developing more inclusive,
pro-poor markets and to emphasize local cultures. He analyzes the extent
to which an interactive e-commerce website that focuses on local artisanal
products from West Africa can generate employment, foster entrepreneur-
ship, and decrease poverty. He also identifies some of the major barriers that
will need to be eliminated to attain these goals. His major argument is that
the creation of employment opportunities for the citizenry at the local level
through the promotion of artisanal work can make a positive contribution
to enhancing Africans’ attainment of business and technological skills and
to successfully integrating African businesses into the global economy. More-
over, if steps can be taken to successfully decrease the political instability
that currently exists in Cote d’Ivoire as well as the high level of corruption, it
will be possible to use e-commerce to create positive economic change.
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While the chapters in part 2 of this volume focus primary attention on the
microlevel of analysis by highlighting links between local business activities
and the global economy through the pivotal role of microentrepreneurs,
the chapters in part g focus on “industrial and financial networking.” Here,
analysis is used to examine (a) regional prospects for creating an indepen-
dent currency union, (b) the effects of SAPs on industrial development
in Africa, (c) the growing imperative for countries in the global South to
attract international capital, (d) the changing nexus of countries providing
aid and loans to African states in the era of globalization, and (e) a variety of
foreign direct investment activities conducted mostly under the auspices of
multinational corporations.

In chapter 10, Christopher Warburton explores the possibility of develop-
ing an independent currency union for West African states. While drawing
on World Bank time series data for the period 2000-2006, he asserts that
French-speaking countries that are more globalized exhibit fairly low rates
of inflation, albeit some of them taken collectively experience higher infla-
tion rates. He found that countries that are “aspiring” to develop a monetary
union demonstrated a lack of beta and sigma convergence when intragroup
comparisons and extragroup comparisons were examined. More important,
some West African countries were more dollarized, and this factor increased
their potential for becoming economically integrated in the global econ-
omy more than did the presence of an independent currency union per
se. The process of globalization, therefore, tends to favor the discarding of
inconvertible currencies for convertible ones. According to Warburton, the
inability of viable African states to establish a currency union will lead to
further negative experiences of inconvertible currencies and instances of
monetary nationalism. He further points out that member countries of the
West African Economic and Monetary Union (WAEMU)—namely, Nigeria,
Sierra Leone, Guinea, and Gambia (Gambia he argues is an exception)—
experience higher rates of inflation in comparison to the de facto dollarized
optimum currency area of the former French colonies and the de jure dol-
larized countries of Latin America. When discussing the inability of some
countries to attain convergence for the creation of an optimum currency
area (OCA), he argues that such a condition will continue significantly to
hamper their ability to integrate successfully into global markets to acquire
the desired resources that are so vital in providing economic stability, while
increasing their production output and reducing unemployment.

Ulf Richter presents an interesting case study of Cote d’Ivoire in chap-
ter 11 in which he examines the effects of globalization on its emerging
markets. While pointing to the relative paucity of studies since 2002 that
examine changes in Cote d’Ivoire, particularly developmental and industri-
alization polices in a time when China and India are also increasing their
ties and levels of investment in Africa, Richter presents findings on this topic
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drawn from his field research in 2009. He briefly sketches the history of
Ivorian development, explaining how the country, once considered a model
of political stability and peaceful relations, subsequently became a high-risk
area for investment activities primarily because of political destabilization.
Richter recounts the successful military coup in 19gg that led to civil con-
flict and political instability, the failed military coup in 2002 that catapulted
the country into full civil war, and the continual conflict and economic and
political decline that occurred in the war’s aftermath. He argues that a num-
ber of potential investors were waiting for the first postconflict elections to
take place, which finally occurred in two rounds on October g1, 2010, and
November 28, 2010 . He discusses the importance of conflict diamonds, the
impact of the discovery of oil reserves on generating economic wealth, the
activities of multinational corporations, the prospects of achieving economic
success through the use of joint ventures, and the changing investment pat-
terns of Cote d’Ivoire’s trading partners.

Chapters 12, 19, and 14, written by Kola Subair, Iyiola Ajayi and Adeyemi
Babalola, and Charles Mambula, respectively, present insightful case stud-
ies of different aspects of Nigeria’s challenges with regard to globalization.
Subair uses time series analysis to examine the condition of the Nigerian
industrial sector both prior to the onset of globalization and during the glo-
balization process. He concludes that globalization led to deindustrializa-
tion in Nigeria. In particular, he argues that industrial policy in the country
was defined by high costs of production, low levels of foreign investment,
low capacity utilization, a high concentration of industries in particular
geographic areas, and high levels of industrial imports even before SAPs
were introduced. The impact of all of these variables, in conjunction with
other factors, led to declining industrial capacity. Thus, Nigeria already had
a weakened economic position when structural adjustment programs were
first imposed, with the end result being that manufacturing’s share of GDP
continued to decline. Subair argues that the processes of liberalization,
privatization, and deregulation, all fundamental components of globaliza-
tion, led to an environment in which MNCs proliferated in the global South
and invested heavily in extractive industries rather than in manufacturing.
Countries such as Nigeria got short shrift in these economic relationships.

In “Interest Rates, Fiscal Policy, and Foreign Private Investment in Nige-
ria,” Ajayi and Babalola discuss Nigeria’s inability to garner sufficient for-
eign domestic investment to significantly enhance its economy. A number
of studies have demonstrated that FDI is an important catalyst for economic
growth and development as it affects balance of payments, technology trans-
fer, and the ability to diversify an economy. The authors argue that Nigeria
has not attracted sufficient FDI despite steps to embrace various types of
structural reforms in the country. The FDI that has been received thus far
has been invested disproportionately in the oil sector of the economy, which
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generates more than go percent of export earnings. While Subair in chapter
12 points out that Nigeria has not fared better in the post-SAP period in
comparison to the pre-SAP period with regard to growth in its manufactur-
ing sector, Ajayi and Babalola find similar results with regard to gross domes-
tic investment, which they argue declined precipitously in the 198os. The
important role of multinational corporations in private direct foreign invest-
ment activities in developing countries makes these firms “the major force
in the rapid globalization of world trade.” The authors offer recommenda-
tions that Nigeria and other countries could implement to attract more for-
eign direct investment.

Charles Mambula’s chapter complements Ajayi and Babalola’s by adding
a different perspective with regard to conditions that need to be in place
in Nigeria in order to attract the needed foreign direct investment from
MNCs. Mambula provides a comprehensive assessment of a host of politi-
cal, economic, and social variables that continue to impede both the further
development of large-scale entrepreneurship in Nigeria and higher levels of
foreign direct investment. Mambula points out that multinational corpora-
tions seek countries with stable and supportive conditions before investing
in order to maximize their profit-making opportunities. He argues that a
number of problems continue to beset Nigeria and militate against its ability
to achieve its development goals. Some of these include the fact that Nige-
ria is ranked the fifteenth “most failed nation” in the world out a total of
1717 countries measured; a lack of transparency in the governance process;
corruption and political instability, including terrorist activities fueled by
religious and ethnic strife; an unfair and intrusive regulatory environment
for foreign companies; unscrupulous and dishonest behavior of governmen-
tal officials; instability of the national currency and exchange rate volatility,
among other factors. Mambula concludes by providing recommendations to
improve the economic conditions in the country and make it a more attrac-
tive investment climate.

Part 4, “Insecurity and Conflicts,” presents both theoretical and empiri-
cal analyses of various manifestations of conflictual behavior both within
and between countries within the broader context of globalization. Here,
we assess how globalization has affected the area of international security as
well as to what extent the forces of globalization have helped to fuel politi-
cal or religious unrest and violence. John Babatunde Bamidele Ojo opens
this section by looking at the relationship between globalization and inter-
national security, with a particular emphasis on Africa and the European
Union. He points out that, historically, security was defined primarily from
the perspective of military issues. This has changed in recent decades as the
concept has been broadened considerably to encompass a wide range of
political, social, environmental, technological, and economic factors. First,
he provides a definition of globalization that is interdisciplinary in nature.
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Then, he provides a comprehensive assessment of various aspects of security
in the contemporary world. In the area of military security, he argues that
the development of globalization has coincided with the decline in the effi-
cacy of “military adventurism” as nation-states have been forced to redirect
their resources toward enhancing their domestic infrastructures and other
concerns. Globalization has also created an environment conducive to “con-
structive dialogue” between states and individuals that has challenged many
of the assumptions of both the realist and Western conflict models that were
popularized in earlier decades. Consequently, more idealistic, transnational
perspectives have gained currency and are challenging realist assumptions
that states “must clash in a zero-sum game of unending war.” These views
argue that “global citizens” can work cooperatively together for mutual ben-
efit. While in past decades political instability and security issues were given
a high priority by nation-states, in the present, for most countries economic
and social development issues have assumed a higher priority. Ojo argues
that while organizations such as the United Nations still reflect a static West-
phalian model that is outdated, the European Union exemplifies the weak-
ening or erosion of this model. With regard to the continuous proliferation
of intrastate conflicts in the post-Cold War era, he notes that twenty-seven
major armed conflicts took place during this period and that with the excep-
tion of two wars of international scope, all of the rest consisted of intrastate
conflicts that occurred in Asia and Africa, with five being in the Middle East.
While arguing that single-state interventions in these conflicts have not been
successful thus far, he stresses that the possibilities for success in this area
lie in the utilization of multilateral intervention strategies that can only be
implemented under the auspices of globalization through a “workable”
United Nations or other such organizations that can lend a sense of legiti-
macy to the endeavor. Hence, Ojo believes that globalization provides a suit-
able environment to develop international institutions, expectations, and the
skills that are vital for handling internal conflicts over time. Moreover, because
globalization legitimizes the further development of democratic norms and
values, it also militates against the development of intrastate hostilities.

Ojo’s contribution connects quite well with that of Ricardo Real Pedrosa
de Sousa (chapter 16), who focuses primarily on explicating the set of fac-
tors and variables that have been known to precipitate conflict in various
societies of the world in the context of globalization. De Sousa reviews the
literature closely associated with the phenomenon of the “resource curse”;
that is, the idea that resource-endowed countries do not always capitalize
on their natural wealth but instead suffer because of it, as well as the “greed
and grievance model.” He then discusses important additional factors that
have contributed to the development of conflict, including economic fac-
tors, social and external variables, the process of governance, the role of
history, and geography. For example, he notes that scholars have identified
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relationships between conflict and a country’s dependence on various natu-
ral resource exports. The presence of oil in a country can increase the pos-
sibility of conflict developing, and this risk level will increase as the country
becomes more dependent on oil. With regard to Africa, he points in par-
ticular to the conflicts raging in Sierra Leone and the Democratic Repub-
lic of the Congo because of the presence of lootable gemstones and argues
that drugs and timber in Liberia and the Democratic Republic of the Congo
have increased the risk of ethnic conflict and well as its longevity.

Ricardo de Sousa’s interesting analysis in chapter 16 of factors that lead
to conflict provides a perfect segue into chapter 17, in which Aderonke
Adesanya presents an analysis of “The Politics of Oil and Development and
Visual Metaphors of the Crisis in Nigeria’s Niger Delta.” She posits that
although the Niger Delta is one of the wealthiest regions of the country in
terms of its possession of large deposits of petroleum, in reality it is one of
the poorest areas in terms of the living conditions experienced by its citi-
zens. She provides a brief historical discussion about factors that precipi-
tated the present-day crises, which are often characterized by high levels of
violence and increasing poverty, corruption, and political instability that
persist in the region. She anchors her analysis within the broader context
of the greed and grievance theory first introduced by Paul Collier and Anke
Hoeftler, which is also discussed by Ricardo de Sousa in the present volume.

She discusses the important role of multinational corporations as agents
of capitalism and amplifies how certain companies have caused severe envi-
ronmental damage in the region through frequent oil spills, pollution, gas
flaring, and creation of toxic waste dumps. According to Adesanya, two
MNGCs that have perpetrated these practices are Chevron and Royal Dutch
Shell, two of the world’s largest corporations. She also examines the precari-
ous situation of poor women in the Niger Delta region and discusses how art
can be a mirror in society to expose the various manifestations of persistent
inequality. She argues that women in the Niger Delta who experience these
hardships respond to them in a fundamentally different way than their male
counterparts; for example, environmental damage often leads to a situation
of disadvantage and scarcity of many basic amenities that in turn causes psy-
chological and physical problems for women. Some women who face these
conditions respond by moving to other regions or other countries. In some
cases, mothers must raise children that are born with birth defects caused by
environmental pollutants. In other instances, women are forced to sell their
bodies as prostitutes to survive, or they are victimized by soldiers.

Finally, in chapter 18, Abdoulaye Saine offers a nuanced examination of
the relationship between development, globalization, and the “War on Ter-
ror” in West African countries. His major contention is that in West Afri-
can societies, Islamist movements have developed as an outgrowth of local
political and socioeconomic circumstances that have been heightened by
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the impacts of globalization as well as by stresses of increasing urbanization
in predominantly Muslim states. Saine presents a brief historical outline of
Africa’s peripheralization in the world capitalist economy and argues that
globalization has attenuated Africa’s marginal role in the global arena.
Although in the nineteenth century it was European powers that colo-
nized Africa, in the contemporary era, he argues, it is China that now vies
for access to Africa’s precious resources, particularly oil. He discusses the
creation of the United States Africa Command (AFRICOM) in 2007 to
strengthen the borders of West African states in an attempt to decrease the
number of terrorists in the region and help stabilize conditions in Africa
for the promotion of political and economic development. Although some
scholars and policymakers have asserted that a relationship exists between
poverty as experienced by citizens in West Africa and engagement in “terror-
ist activities,” and believe Africans in the region are therefore perhaps more
likely to engage in terrorist acts, Saine endeavors to refute this argument. To
the contrary, he points out, Muslims located in West Africa are not mono-
lithic and are in actuality far less likely than either Arabs or other religious
groups to be involved in anti-Western violence. Although he acknowledges
that in the northern region of the country, which is now under sharia law,
the violence that occurs is often oppositional violence of a political nature,
rather than terrorist attacks per se. According to Saine, not only has radical
political behavior in the Middle East not affected the relationships between
West Africa and the United States, on the contrary, a number of countries
such as Senegal, Niger, Nigeria, Mali, and Mauritania have actually worked
to improve their relationships with the West. In addition, he notes that al-
Qaeda has been unable to incite terrorism in the region, but has used its
resources there primarily to exacerbate the conflict and political instability
in Liberia and Sierra Leone.

Altogether, the essays collected herein provide insightful and thought-
provoking analyses of the multivarious impacts of globalization on African
countries as we move further into the twenty-first century. Taken as a whole,
the chapters encourage us to be more proactive in developing workable
strategies to help African countries implement farranging initiatives on a
broad scale to achieve sustainable development both in the present and in
the future.
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Globalization and Development






The Trouble with Globalization

It Isn’t Global Enough!

MARTIN C. SPECHLER

Despite the current world economic slump, the most important international
process of the last decades has been globalization—growth of international
trade and the spread of the most advanced technology, of world cultures
both secular and religious, and the proliferation of nongovernmental orga-
nizations. Increasing international cooperation is managed by such organi-
zations as the United Nations, World Bank, and the International Monetary
Fund. Hardly any society on earth is untouched by globalization, although
the present world recession has stalled and even temporarily reversed some
aspects of it. But the process is too diverse and deeply entrenched to be
turned back. According to IMF figures, the share of emerging and devel-
oping countries in the world’s output of goods and services jumped from
about a third at the beginning of the twenty-first century to 47 percent in
2010. But some countries have benefited more than others from globaliza-
tion since 1960, and that diversity is our subject.

Anyone who traveled abroad around the turn of the century has seen the
signs of globalization, from the Far East to the Far South. Coca-Cola and
Marlboros are sold on the streets of Budapest, Tashkent, Mexico City, and
Beijing. McDonald’s or Pizza Hut is quite often the cheapest and cleanest
restaurant around, even in cosmopolitan Prague. In Asia, many families cel-
ebrate their children’s birthdays with “Uncle” Ronald McDonald, something
their parents never did. To avoid Ricky Martin or Mariah Carey is impossible.
American-style Pentecostalism, which pushes “self-improvement” with emo-
tion and lively music, is surging in Brazil, South Korea, and even in Muslim-
majority Indonesia.! When I was in Urumgj, capital of the Xinjiang Uighur
Autonomous Region of China—the farthest inland major city in the world—
I stayed at the Holiday Inn and was greeted in excellent English. The staff at
the Ibis Hotel in Dakar, Senegal, spoke English, as well as French. But glo-



22 Globalization and Development

balization is not all Americanization. The beach at Ipanema has umbrellas
advertising Belgian beers. CNN or the BBC World Service are available at all
the better hotels. Latin telenovelas are a major source of entertainment for
many outside Latin America, and Bollywood’s Slumdog Millionaire captured
more Academy Awards than Hollywood’s best in 2009. Singapore Airlines is
probably the world’s finest.

Dollars, euros, or VISA credit cards are accepted everywhere, but the
newest international currency is “miles.” Cosmocrats, as the new global class
has been dubbed, accumulate them incessantly by traveling the globe on
Star Alliance or SkyTeam, partnerships among member airlines from Thai-
land to Australia to Brazil. Cosmocrats won’t leave home without them. With
enough miles, you can meet them in Lufthansa’s Senator Lounge at the
Frankfurt International Airport and have a shower while you wait for your
connection. Dollars alone won’t get you in. The universal equipment of the
cosmocrat is his or her cell phone with global positioning (GPS)—there will
soon be more than a billion of them. Or keep in touch with your colleagues
by Skype, free of charge.

Historical trends toward internationalization have not gone unnoticed by
the keenest observers in the past. To quote one of them:

In place of the old local and national seclusion and self-sufficiency, we have
intercourse in every direction, universal inter-dependence of nations. . . . The
intellectual creations of individual nations become common property. . . . The
bourgeoisie, by the rapid improvement of all instruments of production, by
the immensely facilitated means of communication, draws all . . . nations into
civilization.?

This, of course, is from the Communist Manifesto, authored by Karl Marx and
Friedrich Engels over 160 years ago.

Economic Benefits of Globalization

For economists, the benefits of globalization through trade, migration, and
finance are obvious, even axiomatic. Adam Smith’s famous invisible hand
guides investible capital and labor to their most profitable and socially most
useful destinations. “Division of labor [which generates productivity growth,
the ultimate source of “the wealth of nations,” as Smith taught] is limited
by the extent of the market.”® The wider the market, the more specializa-
tion, the more learning by doing, the more room for mechanization—and
thus more wealth will be created. When countries specialize in goods they
produce relatively cheaply—that is, in which they have a comparative advan-
tage—export proceeds allow them to import those goods and services that
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are produced more inexpensively elsewhere. As David Ricardo taught long
ago, both sides benefit from the exchange, though not necessarily equally.

In confirmation of Smith’s insight, the fifty years after World War II
were the best half century ever for developing countries. Growth rates of
over 2 percent a year were achieved, much better than the o.5 percent
growth Nobel laureate Sir Arthur Lewis once predicted. Much of this
surprising success can be attributed to avoidance of another world war,
macroeconomic management of developed economies, and the work of
such international organizations as the World Bank, IMF, and the General
Agreement on Tariffs and Trade (GATT) that reduced obstacles to inter-
national commerce. Over the last two decades, world trade has more than
tripled, rising faster than output, and net private investment soared from
$50 billion in 1985 to more than $1 trillion in 2007.* There are more
than one hundred thousand transnational companies, whose sales exceed
the total of the entire world’s exports. Foreign direct investment (FDI), a
common means for transferring skills and technology to poorer countries,
was $1.8 trillion in 2007, and was still about $1.2 trillion in 2009.%> Flows
to South America and India have been especially strong. Domestic invest-
ment has grown too.

What is the connection between participation in the global economy and
domestic prosperity? During the last half of the twentieth century, those
countries that opened themselves to world trade and investment mostly
prospered. One example is Singapore, a swampy fishing village after World
War II that is now a world entrep6t filled with sparkling buildings and enjoy-
ing a GDP per capita of more than $48,000. South Korea recovered from a
destructive war in the early 1950s by encouraging its export industries. That
country’s financial crisis of 1997—98 was temporary, and its national income,
adjusted for inflation, now exceeds $25,000 per capita. By contrast, prison-
like North Korea has an estimated household income of just $9g5 because
the regime there devotes much of its attention and the lion’s share of gov-
ernment spending to its military, leaving many of its citizens near starva-
tion.% After decades of poverty and emigration, Ireland began specializing in
assembling high-tech products designed abroad and accepted tens of thou-
sands of immigrants from Poland and elsewhere. Consequently, it became
one of the fastest-growing members of the European Union. Democratic
India, having abandoned its bureaucratic protectionism for the most part,
is now experiencing economic growth rates of 8 to g percent yearly, just
short of the rate achieved by China for the last twenty-five years.” The same
prescription of opening to foreign technology, investments, and competi-
tion has accelerated the growth of Angola, the Slovak Republic, and Liberia,
among others. On every continent, open economies have prospered: Taiwan,
the Netherlands, Uganda, Botswana, Vietnam, Israel, New Zealand, Chile,
Mexico. Those countries that closed themselves off —Burma, Republic of the
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Congo, Saddam’s Iraq, Belarus, Zimbabwe, and Cuba—have fallen behind.
As Ernesto Zedillo, the former socialist president of Mexico, said: “In every
case where a poor country has significantly overcome its poverty, this has
been achieved while engaging in production for export and opening itself
to the influx of foreign goods, investment, and technology; that is by partici-
pating in globalization.”8

Of course, openness to the global economy alone is not sufficient to
guarantee prosperity, particularly for large and remote countries, such as
Brazil or Kazakhstan. Honest administration, broad-based public health
and education, social cohesion, and a fair distribution of national wealth
are also important. Very possibly, growth engendered by these elements
allows more openness, so that simply reducing tariffs would have little
independent effect. China did not liberalize its trade regime until rather
recently; it joined the World Trade Organization (WTO) only in 2002.
South Korea and Taiwan practiced several forms of protectionism during
the first decades of their rapid growth. Indeed, openness is consistent with
independent policy choices—for example, on tax rates and expenditures.
Fixed exchange rates are not necessary either. Flexible exchange rates
allow open economies to have different monetary policies, and hence dif-
ferent inflation rates.?

For these reasons, nearly all economists favor free trade in goods,
although many have doubts about some types of unregulated capital trans-
actions. Direct investment transfers know-how and commercial opportu-
nities, but portfolio investments, particularly the purchase of stocks and
short-term bonds, are riskier for host countries. Most emerging market
countries do not have the accounting and reporting standards of the
developed countries. Their financial markets are thin and subject to wide
fluctuations caused by the “herd mentality” of speculators or interna-
tional contagions of pessimism. Arguably, opening up and deregulating
the financial markets of developing countries in the 19g8o0s was a mistake,
or at least premature.!’ The Latin American debt crisis of the 197o0s, its
collapse in the 199os, and worldwide crises of 1997-98 and 2008 are evi-
dence of such vulnerability. If a country tries to guarantee stability by peg-
ging its currency to the dollar or euro, as Argentina’s experience showed,
it could be placed under unbearable pressure. Even where the exchange
rate is flexible, repaying debt denominated in dollars becomes far more
expensive when a country is forced to depreciate its own currency. For this
reason, Chile and some other countries have tried to limit the short-term
inflow of funds. Rather than act unilaterally, some countries have joined
together to stabilize their financial markets through currency swaps, as in
the Chiang Mai Initiative. As recent IMF research indicates, steps toward
trade and domestic financial liberalization should precede the opening up
of the capital account of the balance of payments.!!
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Criticisms of the Economists’ Consensus

A few “progressive” economists have challenged the value of globalization.
For instance, Arthur MacEwan has written: “The current wave of global-
ization is bringing severe problems: greater inequality, new threats to our
physical environment, and even greater concentration of power in the
hands of a few very large corporations.”!? Because these views are so widely
shared among the intelligent lay public, we must examine them and deter-
mine their degree of validity, even if no coherent alternative strategy is
always presented.

First, does globalization increase inequality between wage earners and
owners of capital in high-income countries, like the United States? Accepted
economic theory posits that openness to goods from low-wage countries or
immigration of low-skilled laborers could reduce wages of unskilled workers
in developed countries. Inequality of incomes has been increasing in the
United States since 1976.!3 The global labor supply has risen fourfold since
1980, as more countries have opened up.!* Average weekly earnings in pri-
vate nonagricultural industries, in constant 1984 prices, declined 12 percent
from its peak in 1969 through 2004.1% So in view of these facts there could
be a connection. Careful empirical studies, however, show that imports
from less developed countries are at most a minor factor in the widening
gap between skilled and unskilled workers’ incomes in the United States.!®
Because of American protectionism against agricultural imports, textiles,
toys, and other goods that developing countries can produce at acceptable
quality, these goods do not sell much on the American market. Americans
import far more from western Europe, Canada, and Japan than from the
low-income world. Significantly, the relative price of labor-intensive goods
has actually risen in the United States, because technological progress and
investments have cut the price of capital-intensive goods even more. As a
result, American workers in the labor-intensive tradable goods sectors have
done better than those in services not subject to foreign competition. Immi-
grants, who now constitute about 15 percent of the American labor force,
find low-wage employment in services and construction but usually earn
more than they could at home; as a result, they are able to send billions of
dollars in remittances each year back to their families. Even so, over a gen-
eration when the share of imports to the US economy has doubled, average
unemployment rates have not increased.

Openness to global business can promote competitive markets, but
some people worry that giant multinationals will establish so much
monopoly power that they can dictate prices. Microsoft, Coca-Cola, Ford,
the Dutch combine Unilever, and Switzerland’s food giant Nestlé might be
mentioned in this connection. However, size alone does not seem to pro-
vide a permanent advantage, aside from a few markets where economies
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of scale are decisive—for example, large civilian aircraft. True monopolies
are disappearing everywhere. The share of the largest companies in the
manufacturing output of the United States, Germany, and France peaked
in 19770. Microsoft, though the largest, is just one of thousands of software
companies. Yesterday’s high-tech standouts, such as AT&T and IBM, could
not defend their dominant positions, even by swallowing up smaller com-
panies. Even Boeing has to contend with Airbus, not to mention Embraer
of Brazil.!” Japanese competition has pushed General Motors and Ford to
make more reliable cars.

Economic theory likewise predicts that capital will flow to places where
total costs are relatively low, including wages, taxes, and the burden of regu-
lations and other costs of doing business. Capital taxation has been reduced
in the United States and western Europe, in part for fear of such mobility—a
“race to the bottom,” as it has been called. But capital does not go to Missis-
sippi or Africa just because wages and benefits are lowest there. Most Ameri-
can FDI goes to other developed countries.!® Though low wages relative to
productivity—that is, wage costs per unit—are an attraction, without ade-
quate transportation and communications infrastructure, honest officials,
and easy access to markets, investors will be hesitant. There is no significant
“race to the bottom” because of low wages alone.

Environmental pollution has become a worldwide problem because of
spillovers from untreated effluents in industrializing countries, not to men-
tion carbon dioxide emissions from high-income countries. The willing-
ness of poor countries to build or accept plants that contaminate their own
and others’ air and water for the sake of employment seems to implicate
globalization. But effective local government, reinforced by environmen-
talists from outside organizations, can ameliorate the situation. Cubatao, a
petrochemical region between Sao Paulo and the Atlantic Ocean, was once
called “the most polluted city on earth.” It was cleaned up through pres-
sure from local residents and overseas environmentalists. Where democracy
gets stronger, as it has in Brazil, local people react to threats to their health
and safety. Communist Poland had indescribably bad air pollution from a
steel complex near the magnificent and historic city of Krakow. Now, under
democratic rule, things are much better. Open economies, like Brazil’s and
Poland’s, are more likely to be democratic and respect human rights, as well
as the environment. A World Bank study found that economic growth yields
environmental benefits: with greater incomes, CO,, emissions fall, water pol-
lution decreases, and deforestation is combated.!¥ Ozone pollution has suc-
cumbed to international cooperation.

Critics say that globalization destroys the human diversity that we should
value. While it is true that languages are disappearing all the time, the choice
to speak Spanish rather than an indigenous Indian language, for example,
is a family’s free choice; often Spanish is chosen as a means of expanding
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opportunities for a family’s children. “Western” business dress has replaced
the Nehru jackets and pajamas of India and Maoist China. Many Arab oil
ministers appear at OPEC meetings in suits and ties, rather than flowing
white thawbs. But global companies do make allowances for strong local cus-
toms. McDonald’s offers “veggie burgers” in India, kosher ones in Israel,
and allows Asian customers to linger over their “fast food.”

World poverty remains the greatest challenge for humankind. One-fifth
of the world’s 6.6 billion people live in about fifty nations with national
incomes averaging $935 per capita.?’ The world’s Gini coefficient, the most
common measure of inequality, is at or above 0.63, higher than that for
almost any individual country.?! Looking at the issue in another way, about
one-fifth of the world’s people live on consumption of less than $1.25 per
day, the lowest international poverty line. This proportion has come down
somewhat, thanks to progress in China, Taiwan, South Korea, post-Pinochet
Chile, and some other countries. Yet almost all of the two billion people
to be added to the world’s population during the next few decades will be
found in fifty low-income countries. Does globalization help the neediest?

In fact, globalization in the poorest parts of the world has had mixed
effects. The opening of a country’s economy seems to raise the wages in the
exporting sectors because of increased demand for skilled workers resulting
from the upgrading of plants. Without significant reallocation of productive
resources, however, workers in import-competing sectors may lose, result-
ing in an overall increase in inequality.22 For example, when grain imports
into Mexico in the 198os replaced peasant production, meat and vegetable
growers did not absorb all the labor that was released.?®> Many migrated to
Mexico’s already overpopulated cities.

Abundant foreign aid has been successful at times, when local leaders
have made good choices in its use.2* But notorious cases abound. The late
Congolese dictator Mobutu Sese Seko, one of the biggest thieves in world
history, kept power in his own hands for years thanks to foreign aid and
investments in his resource-rich country. On a smaller scale but on far more
numerous occasions, wealthy capitalists and officials in poor countries take
money from donors and transfer “brokerage fees” to Swiss and Miami banks.

Corruption is not the only malady afflicting poor countries that may be
related to globalization. The rapid spread of AIDS, fire ants, and Asian eels
can also be traced to global connections. The critical health problems of
sub-Saharan Africa—malaria, TB, and HIV/AIDS—require international
assistance, but also effective local action and cooperation. Despite efforts
of the United Nations, every year international narco-traffickers are leaving
more addicts and victims of violent crime behind in transit countries such as
Tajikistan and Uzbekistan. Another grim aspect of globalization is the world-
wide arms bazaar. Many of the world’s poorest countries are afflicted by civil
wars, using small arms produced in the United States, Europe, or Russia.
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Thanks to the acceleration and spread of communications worldwide,
jihadists in Indonesia, the Philippines, and elsewhere can share their plans
with like-minded extremists elsewhere. There were twenty-five thousand vic-
tims of terrorism in 2006, more than three times the number of casualties
ten years before.?> Almost all are innocent civilians. Social networking via
the Internet allows even small and poorly financed groups to gather sup-
porters no matter where they live.

On the positive side, some global companies have found effective ways of
doing business in the poorer parts of the world. Sylvan Learning Centers,
based in Baltimore, Maryland, is testing fifteen thousand Africans yearly in
English for management jobs. The Nigerian civil service depends on Sylvan’s
test, which is objective, secure, and incorruptible. In sub-Saharan Africa only
one household in two hundred has a landline telephone, so mobile phones
are making a big difference. For example, farmers in Cote d’Ivoire can learn
about coffee prices, thus circumventing local merchants who may exploit
them. In Soweto, South Africa, “phone ladies” set up small businesses rent-
ing cell phones to their neighbors.

Although former colonial ties may facilitate a brain drain, develop-
ing countries with many returned emigrants, such as India, China, and
Mexico, have the advantage of networks and familiarity with the most
advanced technology. English-speaking Indians now work for American
insurance companies servicing claims. Other Indians returning from
sojourns in the United States have transformed that country’s informa-
tion technology industry. Sam Bahour, owner of the newest mall in the
West Bank, is a Palestinian-American who has returned home after living
in Youngstown, Ohio.

With the help of both returnees and the staff of multinational corpo-
rations, Taiwan, Hong Kong, Malaysia, and mainland China have become
offshore platforms for assembling electronics for the US, European,
and Japanese markets. True, much assembly-line work is monotonous,
uncomfortable, and sometimes dangerous. Where child labor is permit-
ted, children are often kept out of school. For many child laborers, itis a
choice they or their parents have freely made in preference to rural serf-
dom or prostitution. By contrast, Volkswagen produces Jettas and Beetle
automobiles in Puebla, Mexico, an enterprise that has created perhaps
seventy-five thousand jobs in conditions equal to similar factories in Ger-
many. Even if a plant begins by assembling imported parts, as does Ford
Hermosillo, these become the stars of the maquiladora system, producing
complete Fusions and Mercury Milans. In time, furthermore, such assem-
bly zones increase the demand for local inputs, particularly if the govern-
ment requires it, as has happened in South Korea. No wonder public
opinion in developing countries mostly approves the activities of foreign
investors, if properly regulated.26
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The Latin American Conundrum

Economists agree that economic growth is the most effective way to reduce
poverty, if not necessarily inequality.?” But does globalization invariably pro-
mote growth? We have already cited individual globalizing successes and fail-
ures on every continent. But what about the whole region of Latin America
and the Caribbean, which has now embraced globalization in preference to
the failed protectionism of the 1950s and 1960s?%

For a while just after World War II, according to Alice Amsden, import-
substitution policies and government ownership of industry may have
worked for Latin American states. But these policies became inflexible
and corrupt by the 1970s, which discouraged competition and technology
transfer.?? The “lost decade” of the 1980s was characterized there by heavy
foreign debt and oil costs. Combined with attempts to fix exchange rates,
inflation inevitably led to unsustainable import surpluses and balance of
payments crises. Inflation remained quite high into the 19gos, during which
time these two dozen economies grew at about g.2 percent per year—half
the rate of the 1960s, when they were more protectionist. The seven largest
Latin American countries, which have go percent of the region’s popula-
tion, have done only a little better since. Brazil, Mexico, and Chile grew less
rapidly in the first decade of the 2000s than in the 19gos.*

Considering the fact that Brazil, Chile, and Mexico have adopted mac-
roeconomic reforms, therefore, the Latin American record so far is disap-
pointing. With a young population growing at about 1.5 percent per year,
the ranks of the jobless in this region increased, and some eleven million
more people were living in poverty in 2000 than ten years earlier.>! Accord-
ing to United Nations estimates, the unemployment rate on this continent
was around 8.5 percent in 2009, but double that among young people. Why?
Weak educational and health provision for the poor and high inequality are
partly to blame.?? As development expert Nancy Birdsall says, “Economic
technicalities are not addressing the fundamental question of why countries
are not growing or the constraint that all these people are being left out.
Economists are way too allergic to the wishy-washy concept of fairness.”®3
Higher food prices recently have hurt the poor and threatened stability in
several low-income countries when food producers imposed restrictions on
exports to shelter their own populations. Unstable countries cannot prosper.

Measured by their level of economic freedom, the business environment
in several countries in Latin America has deteriorated in recent years. There
is a clear and significant relationship between business freedom and pros-
perity in the Americas.?* Previously high-ranked countries such as Uruguay,
oil-rich Trinidad and Tobago, and El Salvador have lost some economic
freedom from 2007 to 2008. Argentina has been a poor performer on
this measure ever since its crisis of the early 2000s. Like populists in other
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Latin American countries, Argentina “continues to blame the free market
for its ills,” which include price controls, political interference, weak capital
markets, and an unresolved foreign debt problem.g5 The worst abusers of
economic freedoms have become even worse—Castro’s Cuba, Chavez’s Ven-
ezuela, Bolivia, Guyana, Suriname, and Haiti. Rated as extremely open to
trade owing to its low tariffs, Haiti’s economy contracted during the 199os
by 1.5 percent per year and now has average incomes of less than $1,000.
When food prices rose there in 2008, riots brought down the prime minis-
ter. Evidently, a long-misgoverned country cannot solve its problems simply
by importing goods and collecting remittances from emigrants.

Well-regarded economies such as those of Chile, Barbados, and Peru
have improved their business climates significantly, though, so the record is
not all discouraging. Colombia has continued modest rates of GDP advance,
despite ongoing internal conflicts. Most Latin American countries have small
governments and considerable labor freedom, as well as moderate trade and
financial restrictions, but corruption and inflation continue to plague much
of the region. Unfortunately, weak rule of law and unstable money, which
handicap normal private business, are legacies difficult to overcome without
radical structural reform.

The Case of Africa

As in Latin America and the Caribbean, the last three decades have been
marked by disappointingly slow growth throughout much of sub-Saharan
Africa. As is sometimes forgotten, Africa’s GDP per capita grew faster than
that of Asian countries during the first half of the twentieth century, despite
Africa’s tropical climate, leached soils, and unreliable rainfall.3® Then after
1960, with the waning of European colonialism on the continent, African
economic growth accelerated along with that of South Asia. So popular the-
ories about the negative effects of previous political arrangements in Africa,
including artificial borders and neocolonial relations with local elites, lose
their persuasiveness. But during the 19%0s, African growth declined. From
1980 through the 19gos, per capita GDP in thirty-two sub-Saharan African
countries dropped by almost 1 percent per year. Falling food production
per capita was a major part of this economic decline through the 1970s and
1980s, despite considerable foreign assistance to this sector. As of 2005, half
of Africa’s population of 380 million was living below the lowest poverty line
of $1.25 per day. Average consumption of these 200 million was barely 73
cents per day.>” Many African states were run by urban cliques uninterested
in the needs of their agricultural or private commercial classes for reliable
transportation, power, and communication infrastructure—not to mention
honest police and unbiased courts to enforce the rule of law. As a result,
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investment, even from profits, was sluggish, and locals began to take their
wealth to more promising and less risky places, often to the European coun-
try that was once the colonial power there. Ethnic rivalries and the temp-
tation to seize valuable resources such as diamonds led to civil wars, with
disastrous economic consequences.

During the three decades from 1970 to 2000, Africa did not take advan-
tage of its international opportunities to the same degree as other develop-
ing countries.?® Efforts to create market power and raise prices failed with
respect to coffee, cocoa, and oil. Other countries did exploit their export
possibilities; consequently Africans lost their former share of overseas mar-
kets.?? As exchange rates became more and more overvalued, exports were
less profitable. As a result, many countries had to rely on loans and grants
instead of export earnings. Several leaders in sub-Saharan Africa argued that
export prospects were unfavorable because of (somewhat) more volatile
terms of trade for their narrow range of products. Indeed, price shocks do
occur and persist from year to year, though eventually they tend to revert to
their long-term lack of any real trend. This means that without productivity
improvement, real incomes of commodity producers could not increase.10
Many regimes raised tariffs and quotas to protect their internal markets and
raise money for an expanding public sector.

African countries endured the bitter lessons of their relative failure. The
World Bank’s Development Report for 1991 predicted that aid projects would
be unsuccessful with trade restrictions, overvalued exchange rates (or black
market premiums on hard currencies), and deficit spending.41 But these
necessary conditions did not suggest what policies would work in African (or
Latin American) conditions, as the World Bank’s Growth Commission has
now recognized.

Major policy reforms occurred in the 19gos and after. Education, neglected
by the colonial regimes and only slowly developed after independence, was now
recognized as crucial.*? But the related problem in West African cities became
finding employment for educated workers in the private sector. Reforms
(and critical exports) did pay off. Uganda has been growing at more than 7
percent per annum since 199o; Mozambique has accelerated to an 8 percent
rate; Ethiopia, to 7.5 percent; Tanzania, to 6.7 percent; Zambia, to 5.1 percent;
and Angola, to more than 12 percent! Since 2000 Sierra Leone has recovered
from its previous war-torn decade, and Liberia has done so more recently.*® In
contrast, Cote d’Ivoire and Zimbabwe, despite earlier promise, have failed to
provide their growing workforces with productive jobs.44 Several of the weakest
states are under severe demographic pressure too. A continent of fifty-five coun-
tries including the independent Republic of South Sudan, Africa has become
economically more diverse than ever. Quite a few are in danger of another debt
crisis, according to a 2008 UN report. But several low-income countries, such as
Rwanda and Ethiopia, have continued to grow, albeit at slower rates.®®
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Many countries in Africa are dependent on exports of commodities such
as petroleum, coffee, and metals, in which they have a worldwide compara-
tive advantage. On account of rising demand for these resources, net foreign
direct investment to Africa rose from less than $g billion in 2000 to $45-53
billion in 2006—7. With African nations taken together receiving the highest
rates of return of all developing countries, FDI to Africa began to outpace
foreign aid, which usually target humanitarian issues like emergency food,
shelter, and medical supplies.46 Owing to the worldwide slump, however,
Africa’s petroleum exporters probably experienced negative growth rates in
2009, while the continent as a whole had advances in 2008—q barely enough
to keep up with population growth.47

Evidently, export of raw materials is not sufficient for broad-based and
sustainable economic development. Putting minerals on a ship does not
always help the entire population. Infrastructure and manufacturing is pref-
erable. Millions of people in Nigeria and Angola have not benefited from
the huge FDI received by these countries, and they resent it. Africans’ low
wages would seem to be an advantage in such labor-intensive industries as
textiles and clothing, but transaction costs and financing are still expensive.
Africans might learn from the experience of South Korea, where the govern-
ment offered its industries some temporary protection from international
competition to allow them to learn, while observing their ability to compete
in export markets as a measure of their efficiency. “Learning by doing” is
often location specific, and countries that build “growth nodes,” perhaps
in cooperation with foreign firms, develop the human capital necessary to
achieve autonomous growth. Personal ties with developed countries help a
lot in the effective transfer of ideas.

Several African countries are succeeding in turning globalization to
their benefit. The Aga Khan Group is building a huge hydroelectric dam
at Jinja, Uganda, at a cost of $860 million to help that country ease its elec-
tricity shortage. Some efforts to increase African market access have also
had successes. The African Growth and Opportunity Act, passed by the
Clinton administration and extended by the Bush administration, created
forty thousand jobs in Lesotho alone, chiefly for women working in that
country’s textile industry.*® Botswana (which exports diamonds, copper,
and other minerals) and the sugar island of Mauritius have been successful
for decades.

Landlocked Rwanda has been trying to make itself the services, transpor-
tation, and information hub of East Africa, and since 2000, its economy has
been growing at around 6 percent per year. To help reunite his genocide-
torn country, Paul Kagame, the austere and energetic president of Rwanda,
is avidly courting private investors for real estate, construction, methane
development, and even a Starbucks for Kigali. The country’s anticorruption
and security policies are zealous, even ruthless.4?
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After dark decades of autocracy symbolized by Idi Amin and Mobutu,
more and more African countries have become democratic and more eco-
nomically liberal (free) than before. Mauritius, Botswana, Uganda, Mada-
gascar, and Namibia are in the top half of the 2008 Index of Economic Freedom
rankings of 157 countries.®® By contrast, Zimbabwe, Libya, Guinea-Bissau,
the Republic of the Congo, and Burundi were near the bottom.

The “Oil Curse” in the Arab World

Like many sub-Saharan African countries, the economies and financial insti-
tutions of most of the Arab-speaking world “are weakly integrated into the
global economy,” but with several notable exceptions.’! Of course, the nine
Arab countries that are well endowed with reserves of fossil fuels (one-third
of the total Arab population of g25 million) benefited handsomely from
high oil prices from 2000 to 2007, so much so that their problems have
been attributed to an “oil curse.” The manufacturing exports of all twenty-
two Arab countries together have recently been less than those of the Philip-
pines or Israel, countries with much smaller populations and fewer natural
resources. One reason is that technology and scientific education have been
neglected in the Arab world. A recent study of math and science education
revealed that out of forty-eight countries surveyed, the twelve Arab countries
in the sample were all below average.53 The number of books translated
into Arabic is one-fifth the number translated into Modern Greek. Of the
world’s top five hundred universities, as judged by the Jiao Tong University
of Shanghai, three are South African and six are Israeli, but no Arab institu-
tion of higher education made the list, despite an increase in enrollment.5*
Although Arab girls are now educated better, female labor force participa-
tion is exceedingly low. As one consequence of all this, “between 1980 and
2000 Saudi Arabia, Egypt, Kuwait, the United Arab Emirates, Syria, and Jor-
dan between them registered 6% patents in the United States. Over the
same period South Korea alone registered 16,328.7%°

In examining the effects of globalization on the Arab world, the most
interesting are the six Mediterranean countries (excluding Israel and the
Palestinian territories), which have 45 percent of the total population.
Among them is Egypt, the largest Arab country, with more than seventy-
five million citizens. All of these have Euro-Mediterranean agreements with
the European Union, intended to spur their development.’® The per cap-
ita growth rate of the six nations averaged 2.7 percent from 1970 to 2007.
Nonetheless, the non-Arab countries of the Mediterranean littoral are much
richer than these six, engendering frustration and emigration northward.

There are signs of progress, however. Both the fossil-fuel-endowed and
Mediterranean Arab countries have become somewhat more democratic.??
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Tunisia and Morocco have relatively effective governments and have begun
to diversify their economies toward manufacturing. Egypt, too, has made
progress lately by improving its business and trade freedoms and by privatiz-
ing several enterprises.58 Its banking system, however, has been afflicted by
nonperforming loans; in addition, commercial cases are often protracted and
subject to political pressure. Bribery and corruption are perceived as common
from top to bottom in Egyptian society, partly as a result of low tax collections.
Both unemployment and inflation are quite high; expensive subsidies on
food, energy, pharmaceuticals, and transportation are carryovers from Arab
socialism. Elsewhere in the region, years of high oil prices, accumulation of
wealth, and unresolved conflicts have weakened such reform efforts.

What Could Be Done?

With a constructive domestic response—which may differ in content and
timing from country to country—globalization can promote economic
growth, income equality, and environmental recovery. That requires, first of
all, that the remaining autocrats and elites permit the openness that threat-
ens their power and privileges. The World Bank and IMF, the WTO, the
World Health Organization, and NGOs like Oxfam, Human Rights Watch,
the Aga Khan Foundation, and Médecins sans Frontieéres are all ready to
help. The World Bank has urged several African nations to reduce their sub-
sidies to agriculture and to privatize farming, so that growers will compete
to export to the world market. Abiding by the rules of the WTO, to which
159 countries belong, does not require completely free trade. As already
noted, South Korea began to grow a decade or more before it adopted trade
reforms. Targeted incentives for viable industries, which require a skilled
and honest bureaucracy, made a difference there.

Ever since the famous speech by World Bank president James Wolfensohn
in 1996, more public attention has been given to corruption as an obstacle
to economic growth. On various international corruption comparisons,
Africa comes out a little worse than the world average.59 One reason for its
poor showing is the natural desire of politicians in Africa’s many ethnically
diverse countries to direct funds and public employment to their kinsmen.
But efforts at audits and publicity do seem to help.%” Regrettably, the World
Bank was not willing to make its grants conditional on improvements in this
matter, or on more democratic governance generally.%!

Globalization would be even more positive if the poor countries of the
world were allowed to share its full benefits. The current Doha Round was
supposed to lead to agreement on tariff and quota reductions for low-
income agricultural producers. At its inception in 2001, WTO director
general Pascal Lamy of France promised that by reforming the rules of
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world trade, the developed countries could help the poorer ones: “gains
would accrue to the developing countries . .. especially the least-devel-
oped countries among them.”62 Regrettably, the Doha Round has failed
so far, partly due to the unwillingness of the United States and the EU to
reduce agricultural and textile protectionism.

The EU and the United States should open their doors to the agricultural
and manufactured items that poor countries can produce efficiently. Agri-
cultural protection—primarily in the form of subsidies to farmers of cotton,
sugar, and other crops—costs American taxpayers $50 billion per year, of
which some 770 percent goes to the largest agricultural corporations. Cot-
ton grown with scarce irrigation water in the Imperial Valley of California
reduces prices for cotton farmers in Mali, Uzbekistan, and Tajikistan. The
EU bill for support of their farmers is $130 billion, and new export subsidies
on dairy products have been passed lately. European farmers get more than
one-third of their income from subsidies.%3

During the previous period of globalization, from 1870 to 1914, inter-
continental immigration and capital flows helped bring the wages of Eastern
Hemisphere laborers closer to their Western Hemisphere counterparts.f*
Similarly massive flows of migrants seem unrealistic these days because of
fears of unemployment and cultural conflict. But even temporary immigra-
tion could help the able-bodied poor directly.65 If workers from Africa, Ban-
gladesh, or the poorer countries of Central America were given three-year
permits to work in US agriculture, where they are needed, the experience
would also familiarize them with how a developed Western economy works.
Part of their salaries might be paid only after they return to their home
country, vacating their places to be taken up by others. Research suggests
that this system would have little negative effect on workers in the United
States or Europe, once the current economic slump ends.

At a meeting in Dakar, Senegal, in 2005, a representative of Britain’s gov-
ernment promised a vast increase of aid. The subsequent G8 summit, he said,
would arrange to give Africa $50 billion designed to integrate the continent
into the world economy. In fact, official aid to all low-income countries has not
been scarce; in 2007, it amounted to about $100 billion. From 1ggo to 2006,
the median African country received enough funds to finance g7 percent of
its government expenditures.66 The effects, however, have been disappointing
because of waste and corruption. Perhaps to avoid appearing too paternalistic,
donors have not insisted on proper accounting for use of the funds granted,
so that recipient governments would have incentives to invest in sensible infra-
structure, public health, education, and measures to strengthen the rule of law.

Direct and portfolio investments by private investors have been even
larger than official aid flows, but they are less dependable. Lacking com-
plete information about accounting results and being subject to “home
bias” in choosing where to invest, foreign investors sometimes display “herd”
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behavior. Thus, when one country in a region seems to be in trouble, for-
eign investors may withdraw funds from the entire region. The International
Monetary Fund and the World Bank are supposed to serve as a kind of world
central bank, compensating for the unreliable private capital flows. Over the
last fifty years, the IMF has been called on to deal with many developing
countries in financial distress. By requiring higher real interest rates to deal
with the distress, however, IMF adjustment lending reduces growth some-
what.®” Nobel laureate Joseph Stiglitz has pointed out that higher interest
rates put pressure on banks. But otherwise a country’s exchange rate may
fall even farther and make repayment of dollar-denominated debts impossi-
ble—thus causing a default and long-lasting harm to its credit rating. Recap-
italizing a competitive financial sector may be necessary, but so is objective
regulation, which requires professionalism insulated from politics.

To engender more confidence among recipients of painful advice,
more representation on the governing board of the IMF for emerging
economies—recently instituted—and more transparency should help.
With this reform, the IMF’s former leader, French finance minister Domi-
nique Strauss-Kahn, did much to increase its responsiveness and lending
capacity too.

The WTO is another worldwide organization dominated by represen-
tatives from high-income countries. It regularly makes complicated rules
that require expert lawyers and staff to penetrate, thus putting low-income
countries at a disadvantage. For example, the very poorest countries can
still import drugs under patent until 2016, but Washington inserted some
obstacles to the distribution of cheap AIDS drugs desperately needed in
Africa. Of course, someone must pay for research on diseases common in
poor tropical countries. Without royalties or subsidies, there would be no
pharmaceuticals. As Jeffrey Sachs has argued, however, there is no solution
to the AIDS pandemic or malaria in places like the Central African Republic
other than to donate the necessary drugs, mosquito netting, and personnel
to prevent deaths. Regrettably, too few in the United States or Europe—even
those proud to call Africa their spiritual home—seem sufficiently interested
in saving African lives.68

Conclusion

Globalization is not perfect, only better than any alternative development
path ever tried. Countries on every continent have benefited from it, and
those that have not have mostly their own leaders to blame. Our own time
has been better than the interwar period (1919-39), but the global com-
munity could falter if the real or imagined losers from globalization resort
to terrorism, the most obvious threat to national security everywhere. If
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reactionaries inspired by false religious doctrines or resurgent nationalism
were to win over more converts from among the losers from worldwide
economic development, most of us would be deprived of what globaliza-
tion has meant to our way of life.

To some extent, the current worldwide slump has led to deglobalization.
Yet, we should not confuse cyclical downturns with a major counterrevolu-
tion. One can hope that the financial slump, in Asia and western Europe,
will be temporary. Already commodity and energy prices are rising, in large
part owing to the robust recovery in China, triggered by huge government
stimulus spending there. This resumption of the price rises experienced in
2000—-200% offers many African countries opportunities to grow by expand-
ing their exports, rather than by receiving aid or borrowing.

Coordinated national stimulus programs may make 2008—9 a bad mem-
ory. Unfortunately, the global financial institutions established just before
and during the Cold War—especially the GATT/WTO and the IMF, but
also the United Nations—have proved unable to deal with the challenges of
the many globalizing threats we have touched on here, in part because the
United States, the EU, Russia, and China are not prepared to cede enough
of their national influence within these supranational organizations so they
might deal with the threats directly.

In his recent encyclical, Caritas in Veritate, in which he justly condemned
crude and loveless materialism in our world, Pope Benedict XVI wrote:

Blind opposition [to globalization] would be a mistaken and prejudiced atti-
tude, incapable of recognizing the positive aspects of the process, with the con-
sequent risk of missing the chance to take advantage of its many opportunities
for development. ... The worldwide diffusions of prosperity should not. ..
be held up by projects that are protectionist. . .. The principal form of assis-
tance needed by developing countries is that of allowing and encouraging the
gradual penetration of their products into international markets. . . . Human
costs always include economic costs, and economic dysfunctions always involve
human costs.

Indeed, globalization offers opportunities for leaders who wish to grasp
them, but it also opens up threats of social conflict, which always accompa-
nies change in incomes, status, and culture. Conflicts have become more
deadly because of the arms trade. Especially in the poorest third of the world,
humankind’s challenge will be dealing with the unavoidable consequences
of globalization: communicable diseases, environmental degradation, intru-
sion of foreign ideas, secularization, and the unpredictable risks of world
markets. Our greatest asset is the increased consciousness that all members
of the human race are now more closely connected and have much in com-
mon. Joint action, therefore, is both possible and desirable.
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Can Africa Compete in a
Global Economy?

BAryEE-MBI AGBOR-BAIYEE

Introduction

Since their independence, the countries of sub-Saharan Africa (SSA) con-
tinue to face severe social, political, and economic developmental problems,
notwithstanding the abundance of natural resources in the region. While
some SSA countries are making significant progress toward socioeconomic
development, the antecedents of underdevelopment are widespread even in
the successful ones. It is not a stretch to characterize any of these nations as a
microcosm of regionwide experiences, opportunities, and challenges. Accord-
ingly, postindependence sub-Saharan Africa can best be described as a region
overburdened with multifaceted, causally related precursors of underdevelop-
ment. These factors include but are not limited to the following:

1. ethnic, civic, and social discontent, as manifested in political instabil-
ity, conflicts, and wars;

2. susceptibility and vulnerability to preventable diseases, lack of basic
medical care, low quality of life, and short life expectancy;

3. widespread civil service corruption, lack of accountability, ineffective
governance, poor management skills, and inept leadership;

4. lack of physical capital stock, low-quality human capital stock, wide-
spread brain drain, and high dependence on expatriates;

5. unstable macroeconomic and legal environments, weak private sec-
tor, weak property rights, balance-of-payments problems, high foreign
investment risks, and low levels of foreign direct investment;

6. economic inefficiency, low levels of productivity and economic growth,
high unemployment rates, lack of technological innovation, wide-
spread poverty, low standards of living; and
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7. environmental degradation and rapid depletion of highly valued and
endangered flora and fauna.

As a result of the prevalence and pervasiveness of these manifold prob-
lem areas, SSA has proved incapable of fostering sustainable socioeco-
nomic development through the ingenuity of its own peoples. In other
words, there is a shortage of effective or visionary socioeconomic devel-
opment initiatives, whether conceptualized, implemented, or driven by
local leaders and governments. The situation has worsened in the past
few decades, a period marked by the major structural transformation of
the global business environment, what we call globalization. The concept
of globalization can best be viewed as the emergence of a complex and
dynamic set of forces that are fast changing, interdependent, and yet con-
founded with risks and uncertainties. Those forces have culminated in a
new global business environment that is information driven and knowl-
edge based. This new environment is changing the way institutional actors
and stakeholders think and operate.1

As Martin Spechler has argued in chapter 1, globalization has had mul-
tifaceted impacts on Africa. This chapter expands the discussion of this
theme, with the following objectives in mind: first, to assess how well the
SSA region is globalizing—that is, whether the region is benefiting from
the globalization process; and second, to determine and analyze the
sources of competitiveness among the best-performing sub-Saharan Afri-
can countries in order to delineate the practices that are inherent in or
responsible for their success in achieving socioeconomic development.
These objectives will be accomplished by analyzing the competitiveness of
SSA and comparing the region with other developing regions of the world,
while attempting to identify how the best practices might be adopted by
other countries in the region that face similar socioeconomic challenges
and opportunities.

The chapter is organized into three main sections. The first attempts to
place SSA within a comprehensive context of the globalization process. Spe-
cifically, a formal explanation of globalization is presented, followed by a
brief history of how SSA was forced to globalize and a cursory discussion of
the factors affecting the region’s competitiveness. The second section ana-
lyzes competiveness further, comparing SSA and other developing regions
on the basis of the World Economic Forum’s Global Competitiveness Index,
the United Nations’ Millennium Development Goals, and the World Bank’s
Global Development Indicators. It also examines the level of competitive-
ness among SSA countries. The third, concluding section provides a sum-
mary of the main findings and offers some recommendations on how to
improve the competitiveness in SSA.
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What Is Globalization and How Does Sub-Saharan Africa Fit in the
Globalization Process?

Globalization Described

An attempt is made here to describe rather than define the globalization
process because globalization is conceived as an ongoing (dynamic) process
not a static concept whose transformation is complete and whose ramifica-
tions are fully understood. The globalization process is facilitated by two
conflicting yet complementary structural changes; that is, the global eco-
nomic environment is integrating while at the same time national economic
environments are disintegrating.

On the one hand, globalization is aided by the integration of global eco-
nomic activities, which involves (1) harmonization of dissimilar national
and regional economic, financial, legal, political, and social systems, and
(2) rules of engagement in the interaction between diverse global economic
agents, institutions, and countries. The harmonization process requires that
global agents and national and regional systems conform to the provisions
of international financial, trade, labor, and legal institutions. In other words,
the terms and management of the globalization process are defined and
controlled by those international institutions.

On the other hand, the globalization process is reinforced by the disinte-
gration of national economies. This involves the assimilation and conforma-
tion of national and regional economic, financial, legal, political, and social
systems to international institutional policies governing the globalization pro-
cess. Those policies are placing more emphasis on the importance of mar-
kets such that constraints associated with the procurement, mobilization,
and distribution of factors of production, goods and services, and the flow
of information across regional markets and national boundaries are lowered.
For example, Philip Cerny argued that the increasing transnationalization of
financial markets constrains policymakers and circumscribes the policy capac-
ity of the state.? This has resulted in increased global competition between
SSA countries and multinational interest groups for resources, markets, and
investment capital. Competitive advantage in the emerging global economy
is conferred on competitors who can develop distinct competencies that tran-
scend national boundaries and that are able strategically to capture the ben-
efits from complementarities and positive externalities that emanate or spill
out from the interdependence of the global economic system.

The convergence of the conflicting yet complementary forces of integra-
tion and disintegration is facilitated by the advancement and adoption of
modern information technologies. The ongoing technological revolutions
in data collection, processing, and dissemination are contributing to global-
ization in three ways: First, information and communication technologies



46  Globalization and Development

are facilitating real-time coordination of financial and capital markets, goods
markets, labor markets, manufacturing activities, and global supply chains.?
Secondly, information technologies are providing opportunities for multina-
tional corporations (MNCs) and global economic agents to discover hetero-
geneous niche markets and untapped global markets. Success in reaching
new markets and in capturing increased global market shares is facilitated by
advancements in modern manufacturing technologies that are more flexible
and thus can easily be adapted to produce differentiated products that meet
the targeted needs of new consumers.* John Dunning credits South Africa’s
best performance in SSA to its business environment that is conducive to for-
eign investment and encourages the adoption of flexible manufacturing tech-
nology. Finally, information and communication technologies are enabling
real-time monitoring of the political, legal, social, and economic develop-
ments within national and regional boundaries, and this monitoring allows
MNCs to formulate strategic responses to global events in a timely manner.

The emerging knowledge-based and information-driven global economic
environment confers competitive advantage on countries and companies
that are able to:

1. extract tangible and intangible knowledge that is embedded in human
and physical resources, transforming them into value, and influence
future consumption of goods and services whose immediate use is not
yet apparent;

2. conceive value and define quality in terms of intangible assets such as
trust, ideas, and business or national culture that are embedded in the
product development process of the goods and services designed spe-
cifically to meet the idiosyncratic needs of heterogeneous global niche
markets;

3. create new tacit knowledge from which economic rents can be appro-
priated across global economic markets with weak intellectual prop-
erty rights;6 and

4. coordinate and manage information flows effectively and establish
strategic linkages and partnerships within and between interdepen-
dent global agents and environments.

Sub-Saharan Africa and the Globalization Process

The potential benefits of globalization as a panacea for rapid economic
development were overstated by the IMF and the World Bank to SSA and
other developing regions. They argued that SSA would benefit from global-
ization in that the infusion of foreign direct investment would be accom-
panied by in-flows of productive resources such as information, skills,
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knowledge, financial capital, raw materials, labor, and commodity and
manufacturing systems, which in turn would improve the overall quantity
and quality of human and physical capital, create employment opportuni-
ties, and increase the tax revenue base for the governments in the region.
Those overstated benefits have been characterized as the economic myths
of globalization.” Instead of realizing those benefits, SSA was marginal-
ized in the globalization process as evidenced by the general decline in
the region’s share of international trade, decline in international develop-
ment assistance, in FDI, and in the comparative advantage edge in its sup-
ply of raw materials.3

Those overoptimistic expectations of the potential benefits of globaliza-
tion assumed that foreign investors would out of goodwill strive to maximize
benefits to shareholders (profits) as well as the local community development
(social welfare) in the SSA countries where they operate. Furthermore and
what is more important, the rosy expectations of the outcomes of globaliza-
tion did not take into account the fact that SSA economies lacked the neces-
sary human, infrastructural, financial, technological, and industrial capacities,
and that those economies are confounded by unstable macroeconomic envi-
ronments. All those conditions are required to attract foreign investment and
to respond effectively to changes in global economic events in a fashion that
is consistent with features inherent in industrial or developed economies. For
example, Gill Hammand, Revi Kanbur, and Eswar Prasad argued that SSA
lacked attractive macroeconomic policy options because of constraints that
are inherent in the system.9 Central banks in the region—which are charged
with the responsibility of achieving productivity and growth to keep inflation
under control, and to maintain financial stability—continue to face weak
banking environments as well as institutional independence constraints.
Those constraints are confounded by questionable interest rate, exchange
rate, and inflation policies that are directed at price stabilization and effective
management of budget deficits and public debt.

As a consequence, SSA has not benefited from globalization at levels
comparable to other developing regions of the world, and thus the global-
ization process marginalizes SSA. The immediate victims are the rural and
urban poor who constitute the majority of the populations in SSA. They lack
the purchasing power, employment skills, and necessary levels of education
to participate and benefit from the globalization process.

Instead of building the badly needed capacities and competencies, SSA
was forced to globalize through the infamous structural adjustment pro-
grams (SAPs) that were instituted by the IMF and World Bank in the 198os.
According to the requirements of these SAPs, SSA nations, like other devel-
oping countries, were forced to adopt neoliberal concepts of market reform,
currency devaluation, trade liberalization, and divestment or privatization of
state-owned and state-run institutions. The SAP concept by itself was not a
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bad idea because for the first time it forced countries in sub-Saharan Africa
to realign their politics and economies by shifting their focus from reliance
on cronyism and corruption to political support for economic develop-
ment.!0 A related argument was made by Fantu Cheru that SSA countries
could exploit the benefits of globalization and improve their competitive
position through enhanced institutional effectiveness and the alignment of
governance and effective economic management.!!

Considering that the industrial base and private sector in SSA is very
weak, that the region suffers from a lack of visionary leadership, and that
national policies and institutional missions are ineffective, the imple-
mentation of SAP stipulations required that SSA nations promote eco-
nomic development through continued emphasis on primary production
instead of on value-added secondary or tertiary products, which would
be required to foster export-oriented industrialization. In the process,
the SAP regime forced SSA to remain a region for cheap and unskilled
labor that primarily produced raw agricultural products to feed Western
manufacturing industries.

The structural adjustment programs were abandoned in the mid-
199os because of the significant hardship they imposed on the poor in
the region. Whether stated explicitly or not, the design of SAPs conceived
SSA governments as constraints to socioeconomic development. This is
inferred from the fact that SAPs placed more emphasis on the role of mar-
kets and the private sector to achieve socioeconomic development. The
unanticipated consequence of SAPs was that without a vibrant private sec-
tor to provide employment and to absorb some of the responsibilities of
the government, there was a general decrease in levels of public invest-
ment and social services provided by the governments. This was evident in
the decline in resources directed to health care, housing, education, and
agricultural development, which had direct implications for poverty allevi-
ation and for improving the quality of life for the rural and urban poor in
sub-Saharan Africa. The situation was worsened by high rates of inflation
caused by the devaluation of SSA currencies—resulting in a significant rise
in the prices of basic goods and services and the overall cost of living. This
led to widespread criticism of SAPs in particular and the globalization pro-
cess as a whole. Critics were emboldened to question the motives of the
globalization stakeholders such as multinational corporations and inves-
tors from developed countries. It was argued that MNCs benefit more and
are favored in the globalization process because their home countries are
the headquarters and the major policymakers of the multinational institu-
tions (IMF, ILO, World Bank, FAO, etc.) that set the terms of the globaliza-
tion process.12

The ugly features of imperialism and neocolonialism that were used
to describe the postindependent SSA have been invoked to characterize
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globalization. First, Yash Tandon argued that globalization is covert neoco-
lonialism because it infringes on the social, cultural, economic, legal, and
political autonomy and self-determination of developing nations.!® Sec-
ond, L. Banjo argued that because the terms of globalization are dictated
to poorer nations by international labor, economic, trade, and financial
institutions that are also based in the home countries of the MNGs, the pol-
icies of the international institutions are designed to protect the foreign
investments, capital and portfolio flows, and new markets of the MNCs
across the globe.14 Finally, it has been argued that globalization exports
cultural imperialism and institutionalizes the domination and exploitation
of weaker SSA countries.!® In spite of those criticisms, SSA countries that
focused on building the necessary capacities have made measured prog-
ress toward socioeconomic development.

Implications of Globalization on the
Competitiveness of Sub-Saharan Africa

The new realities of globalization require a change in the view that con-
textualized the geopolitical and socioeconomic situations of SSA as being
isolated, unique, and to be neglected. In this regard, the old economic
development paradigm in which there is a high dependence on foreign
assistance to substitute for ineffective and inept leadership, poor gover-
nance, and misguided institutional missions is becoming unsustainable. It
cannot be overstated that sustainable development in the region should be
based on the ingenuity of SSA countries to improve their competitive posi-
tions and success should be measured in terms of improvement in the stan-
dard of living and the quality of life for the people of the region. Achieving
this goal is contingent upon the following:

1. a macroeconomic environment based on sound fiscal and monetary
policies that is conducive to private and foreign investments, that facili-
tates an effective legal system protective of property rights, and that
fosters cooperative relationships between the public and the private
sectors;

2. a regional shift in attitude and culture from lesser reliance on foreign
aid to national policies that seek cooperative relationships with inter-
national development organizations, nongovernmental organizations,
and multinational corporations to effectively identify and efficiently
allocate development resources, so that a culture of advancing long-
term socioeconomic development through self-reliant built-in capaci-
ties will become the norm in the region;
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3. a strategic regional change in economic-development emphasis from a
primarily raw-materials-supplying region, and thus a captive region for
cheap labor supply, to a region that advances economic development
through export-oriented industrialization, such that the food sector
in SSA is transitioned from smallholder crop-production systems to
vibrant agribusiness systems; and

4. finally, a higher call for MNCs, which have the potential to make exor-
bitant profits in SSA, to exercise some corporate social responsibility
(CSR)—that is, in addition to maximizing their profits, MNCs should
serve as agents of social development through sustainable investments
in social, economic, education, and environmental development initia-
tives in the countries where they operate.

In other words, each MNC should conceive its community of opera-
tion in SSA as a legitimate stakeholder of the firm’s mission. Similar calls
for CSR were made during the imperial, colonial, and postindependence
periods but were not taken seriously because MNCs conceived foreign
development and their profit maximization objectives as mutually exclu-
sive options. Recent calls for CSR in the ongoing globalization period have
gained traction for two reasons. First, and ironically, the information and
communication technologies that are enabling MNCs effectively to global-
ize are also used by environmental groups, labor unions, advocates for poor
nations, and other self-appointed social activists and public interest groups
to monitor the behavior and practices of MNCs worldwide. These groups
use communication technologies such as conference calls, video confer-
encing, the Internet, especially social-networking sites (Facebook and Twit-
ter), to organize massive real-time protests and public awareness campaigns
against MNCs’ practices or policies that are deemed harmful. Those public
awareness campaigns could tarnish the image and reputation of MNCs. In
these ways, contemporary interest groups are forcing global corporations to
respond sensitively to the environmental, health, and poverty concerns in
the developing countries where they operate.

Second, MNCs are now embracing CSR because empirical findings dem-
onstrate that practicing CSR is not antithetical to profit maximization and
does not adversely impact firm performance and competitiveness. A study
that examined the linkages between financial performance and CSR found
a positive relationship between CSR and prior financial performance and
that CSR is positively related to the future financial performance of a firm.!°
In a related study by Jean McGuire, Allison Sungren, and Thomas Schnee-
weis, it was argued that a firm’s prior performance, assessed by both stock
market returns and accounting-based measures, are positively related to
CSR.!7 These findings support the proposition that good management and
CSR are positively related.



Can Africa Compete in a Global Economy? 51

Relative Competitiveness Measures, Analyses, and
Discussion of Results

Competitiveness Measures

As indicated earlier, analysis of the level of competiveness of SSA is based on
three measures: the Global Competitiveness Index developed by the World
Economic Forum, the UN’s Millennium Development Goals, and the World
Development Indicators developed by the World Bank.

Global Competitiveness Index

The Global Competitiveness Index (GCI) is a set of factors that drive and
facilitate productivity, growth, efficiency, development, prosperity, and com-
petitiveness among nations.'® These factors are grouped into the following
nine pillars: (1) institutions (effectiveness of public and private institutions);
(2) infrastructure (quality of roads, railroads, ports, and airports, quality of
electricity supply and telephone lines); (g) macroeconomic environment
(savings rate, inflation, interest rates, government debt, and exchange rate);
(4) health and primary education (primary school completion rate, busi-
ness impact of malaria, tuberculosis, HIV/AIDS, infant mortality, and life
expectancy); (5) higher education and training (secondary and postsecond-
ary enrollment ratio, quality of education system, quality of math and sci-
ence education, and quality of management training schools); (6) market
efficiency (goods, labor, and financial markets); labor market flexibility and
efficiency; and financial market sophistication and openness); (7) techno-
logical readiness (firm-level technological absorption, FDI and technology
transfer, mobile phone subscribers, Internet users, and number of per-
sonal computers); (8) business sophistication (local supply chain quantity
and quality and sophistication of firms’ operations and strategies); and (9)
innovation (quality of scientific research institutions, company spending on
R&D, university-industry collaboration, intellectual property protection, and
utility of patents).

The nine pillars are further organized under three indexes: basic require-
ments, efficiency enhancers, and innovation and business sophistication.
These indexes represent the different stages of economic development in
different countries.

The developing regions that are compared are grouped under North
Africa, sub-Saharan Africa, Latin America and the Caribbean, and South-
east Asia. The data used for the analysis are based on the 2007 global com-
petitiveness report.!” The data contained therein are summarized in figures
2.1, 2.2, and 2.3.2 Figure 2.1 shows the comparison in terms of the basic
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requirements pillars, figure 2.2 depicts the comparison in terms of the effi-
ciency enhancers pillars, and figure 2.4 summarizes the comparison in terms
of the innovation and business sophistication pillars. The three graphs con-
tain the data on the annual average regional scores.

Basic Requirements Index

The basic requirements index focuses on factors that influence the produc-
tion-driven stage of development. The countries here have a per capita GDP
of less than $2,000. The pillars that drive this stage of development are insti-
tutions, infrastructure, macroeconomic environment, and health and pri-
mary education.

Figure 2.1 shows that compared to three other developing regions in the
world, sub-Saharan Africa ranks last in all four 2007 basic requirements pil-
lars. In terms of achievement of health and primary education, the highest
score of 6.5 is reported in Latin America and the Caribbean, followed by
6.4 and 6.3 for North Africa and Southeast Asia, respectively. Sub-Saharan
Africa scored 4.0, which is 62 percent of Latin America and the Caribbean’s
score. In terms of effectiveness of the macroeconomic environment, North
Africa and Southeast Asia had the highest score of 4.6, followed by Latin
America and the Caribbean with a score of 4.4; SSA had the lowest score
of 4.0. With respect to infrastructural development, North Africa had the
highest score of .5, followed by Latin America and the Caribbean with §.5
and Southeast Asia with g.1, and SSA in last place with 2.5. The final basic
requirements pillar that is analyzed is the effectiveness of institutions. Figure
2.1 shows that the best-performing regions are Southeast Asia and North
Africa with scores of 4.6, followed by Latin America and the Caribbean with
a score of 4.2, and SSA last at §.7.

Efficiency Enhancers Index

The efficiency enhancers index focuses on the factors that influence the
efficiency-driven stage of development. It involves countries with per capita
GDP of between $3,000 and $9,000. The pillars that drive this stage of devel-
opment are higher education and training, market efficiency, and techno-
logical readiness.

The results that are summarized in figure 2.2 show that Southeast Asia
was the leading developing region in market efficiency and higher educa-
tion and training with scores of 4.6 and 4.1, respectively, followed by Latin
America and the Caribbean (4.1 and 3.9) and North Africa (4.0 and 3.7).
In terms of technological readiness, Latin America and the Caribbean lead
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Figure 2.1. Comparison of developing regions on the basis of 2007 basic require-
ments index. World Economic Forum, The African Competitiveness Report, 2007
(Geneva, 2007), 3-28.

the developing regions with a score of 3.4, followed by Southeast Asia (3.5)
and North Africa (g.0). SSA scored g.9 for market efficiency, 2.8 for higher
education and training, and 2.7 for technological readiness.

Innovation and Business Sophistication Index

The innovation and business sophistication index focuses on factors that
facilitate the innovation-driven stage of development, and it involves coun-
tries with per capita GDP of over $17,000. Figure 2.4 shows that compared
to the other three developing regions, SSA ranked the highest in 2007 level
of business sophistication, scoring 5.6, or about go percent higher than the
performances of Southeast Asia and of Latin America and the Caribbean
and 40 percent above the performance of North Africa. In terms of tech-
nological innovation, SSA scored the lowest in 2007 at §.1, not significantly
behind the performances of the other developing regions.

Comparison in Terms of Selected Millennium Development Goals

The comparison in terms of Millennium Development Goals (MDGs) is
summarized in table 2.1 and figure 2.4. The six MDGs that are analyzed
are: (a) the level of poverty, measured in terms of the proportion of people
living on less than purchasing power parity of $1.25 per day; (b) access to
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Figure 2.2. Comparison of developing regions on the basis of 2007 efficiency
enhancers. World Economic Forum, The African Competitiveness Report, 2007
(Geneva, 2007), 3-28.
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Figure 2.3. Comparison of developing regions on the basis of 2007 innovative fac-
tors. World Economic Forum, The African Competitiveness Report, 2007 (Geneva,
2007), 3-28.

universal primary education, measured in terms of primary school comple-
tion; (c) reduction in child mortality rate, measured in under-five mortality
per one thousand; (d) contraceptive prevalence rate, measured in percent
of married women ages fifteen to forty-nine who have access to contracep-
tives; (e) promotion of gender equality, measured in terms of the ratio of
girls’ to boys’ enrollment in primary and secondary school; and (f) access
to improved sanitation facilities, measured in percent of total population.
The developing regions are grouped thus: East Asia and the Pacific, Latin
America and the Caribbean, the Middle East and North Africa, South Asia,
and sub-Saharan Africa. The analysis is based on 2009 World Development
Indicators for 1991—-2007 MDGs.?!
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The regions are compared on the basis of progress made in achieving
MDGs, which is defined in terms of percentage changes of the targets over
the analyzed period and are summarized in figure 2.4. The results indicate
that the poverty rate decreased in all of the developing regions of the world
but that the largest decrease in the poverty rate (106 percent) was recorded
in East Asia and the Pacific, while SSA experienced the lowest decrease
(12.4 percent) over the 1991-2007 period.

In terms of improvement in access to universal primary education, with
the exception of East Asia and the Pacific, which experienced a 2 percent
decline, there was an increase in all other developing regions. The high-
est percentage increase in access to primary education (25.4 percent)
occurred in South Asia, followed by Latin America and the Caribbean
(17.4 percent), SSA (16.2 percent), and the Middle East and North Africa
(14.4 percent).

The childhood mortality rate decreased in all developing regions of
the world, with Latin America and the Caribbean outperforming all other
regions with a 71.6 percent drops, followed by declines of 69.9 percent in
East Asia and the Pacific, 677.8 percent in the Middle East and North Africa,
46.3 percent in South Asia, and 22.5 percent—the lowest reduction in child-
hood mortality—in SSA.

All developing regions made progress in contraceptive prevalence rate,
with the largest rate increase, of 42.1 percent, recorded in SSA, compared
to increases of 38.5 percent in the Middle East and North Africa and 28
percent in South Asia In East Asia and the Pacific the rate increased by g.9
percent, and the least progress in contraceptive prevalence (1.4 percent)
occurred in Latin America and the Caribbean.

In terms of the promotion of gender equality, progress was made in all
developing regions. The highest increase in gender equality rate, or the per-
centage of girls’ to boys’ enrollment in primary and secondary schools, of
24.8 percent occurred in South Asia; and the smallest progress among the
developing regions of 2 percent occurred in Latin America and the Carib-
bean. The Middle East and North Africa, East Asia and the Pacific, and SSA
recorded respective increases of 20.7 percent, 10.6 percent, and 8.5 percent
in the gender equality rate.

Finally, the percentage of population in developing regions that had
access to improved sanitation increased in all developing regions over
the 1991-200% period. South Asia had the highest increase in access to
improved sanitation of 58.8 percent, followed by a 1.6 percent increase
in East Asia and the Pacific; SSA was in the third position with an increase
of 17.5 percent. The Middle East and North Africa and Latin America
and the Caribbean had the lowest increases: 13.9 and 1.7 percent,
respectively.
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Figure 2.4. Comparison of developing regions on the basis of growth in selected mil-
lennium development goals from 1991 to 2007. World Development Indicators Report
2009 (Washington, DC: World Bank, 2010).

Comparison in Terms of World Development Indicators

The World Development Indicators (WDIs) analyzed here focus on the struc-
ture of the economies of the developing regions. As with the MDGs, the regions
are grouped thus: East Asia and the Pacific, Latin America and the Caribbean,
the Middle East and North Africa, South Asia, and sub-Saharan Africa. The
developing regions are analyzed and compared in terms of percentage changes
(growth) in selected WDIs: structures of production, demand, and merchan-
dise trade over the period 1995—2007 contained in the 2009 World Development
Indicators report.22 The data on the structures of production, demand, and mer-
chandise trade are summarized in tables 2.2, 2.3, and 2.4, respectively, and also
represented graphically in figures 2.5, 2.6, and 2.7.

Structure of Production

The summarized data on the structure of production in table 2.2 include the
levels of (a) gross domestic product, defined as the sum of all value added
by domestic producers plus any product taxes not included in output; (b)
agricultural production, defined as the sum of gross output less the value
of intermediate inputs used in production in agricultural industries includ-
ing forestry and fishing (measured as a percentage of GDP); (c) industry,
defined as the sum of gross output less the value of intermediate inputs used
in production by companies involved in mining, manufacturing, construc-
tion, electricity, water, and gas and (d) manufacturing, defined as the sum of
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Figure 2.5. Comparison of developing regions on the basis of growth in structures of
production from 1995 to 2007. World Development Indicators Report 2009 (Washington,
DC: World Bank, 2010).

gross output less the value of intermediate inputs used in selected industries
not included in the industrial category.

The results for the growth in production in figure 2.5 show that East
Asia experienced the highest percentage increase in GDP (107.5 percent),
followed by South Asia (100.8 percent), the Middle East and North Africa
(91.7 percent), SSA (88.5 percent), and Latin America and the Caribbean
(69.5 percent).

Over the 1995—2007 period, the highest percentage increase in agricul-
tural production occurred in Latin America and the Caribbean (50 per-
cent), followed by the Middle East and North Africa (41.1 percent), and
East Asia and the Pacific (14. percent) Agricultural production declined by
6.2 percent in South Asia, and SSA made the least progress with a decline of
6.5 percent.

East Asia and the Pacific also experienced the highest growth rate of 10.1
percent in industrial production from 1995 to 2007. The second-highest
growth rate occurred in South Asia (8.3 percent), followed by SSA (5.2 per-
cent) in the third position. The lowest levels of industrial production growth
occurred in the Middle East and North Africa and in Latin America and the
Caribbean (3.6 and §.9 percent, respectively).

SSA outpaced all other developing regions in the rate of growth in manu-
facturing output with 41.5 percent, followed by the Middle East and North
Africa (33.5 percent), South Asia (23.4 percent), and Latin America and
the Caribbean (12.9 percent). East Asia and the Pacific saw a significant
11.5 percent decline, the only region not to experience growth in manufac-
turing output.
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Structure of Demand

Table 2.4 contains the data on the structure of demand, including the levels
of (a) household consumption expenditure, defined as the market value of
all the goods and services purchased by households (measured as a percent-
age share of GDP); (b) government consumption expenditure, defined as
the market value of total government current expenditures on all goods and
services including spending on national defense and security but excluding
military expenditures with potentially wider public use that are part of gov-
ernment capital formation; (c) gross capital formation, defined as the out-
lays on additions to fixed economic assets, net changes in inventories, and
net acquisitions of valuables; and (d) gross savings, defined as gross national
income less total consumption plus net transfers.

The results on the growth in household consumption in figure 2.6 show that
over the period 19g9r—2007, all the developing regions experienced a decline in
consumption. The largest decline in household consumption of 23.7 percent
occurred in Latin America and the Caribbean, followed by decreases of 20.8
percent in sub-Saharan Africa, 15.6 percent in East Asia and the Pacific, 12.7
percent in South Asia, and 8.5 percent in the Middle East and North Africa.

The level of government purchases either decreased or remained con-
stant in all the developing regions with the exception of SSA, where govern-
ment purchases increased by 6.5 percent. Government purchases did not
increase in East Asia and the Pacific and in South Asia, while in the Middle
East and North Africa and in Latin America and the Caribbean government
purchases decreased by 14.5 and 6.9 percent, respectively.

East Asia & Pacific Latin America &  Middle East & North South Asia Sub-Saharan Africa
Caribbean Africa
101.9

85.7
63.2 W HH consumption (% GDP}
Gov't consumption (% GDP)
35.3 333 361
23.3 27.6
. 20.0 200 194 C1Gross capital formation {%GDP)
11.
a5 113
0.0 . W Gross saving (% GDP)
-5.1
-11.3
-20.0
-33.3

-44.4

Figure 2.6. Comparison of developing-region economies on the basis of growth in
structure of demand from 1995 to 2007. World Development Indicators Report 2009
(Washington, DC: World Bank, 2010).
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Figure 2.7. Comparison of developing-region economies on the basis of growth
in exports and imports from 1995 to 2007. World Development Indicators Report 2009
(Washington, DC: World Bank, 2010).

Structure of Merchandise Trade

The structure of merchandise trade is defined as the value of all goods and
services provided to other countries (exports) or received from other coun-
tries (imports). This includes the value of merchandise, freight, insurance,
transport, travel, royalties, and license fees. The data on merchandise trade
are summarized in table 2.4.

The results on merchandise trade displayed in figure 2.7 show that over
the period 1995—2007, the level of exports increased in all the developing
regions. SSA experienced the smallest amount of increase (25 percent). The
highest increase in exports occurred in South Asia (54.5 percent), followed
by the Middle East and North Africa (g2.9 percent), and Latin America and
the Caribbean (28.6 percent).

Merchandise imports into SSA increased by g3.3 percent from 1995
to 2007, which was the second highest behind South Asia, where imports
increased by 50 percent. The third-highest percentage increase in imports
for this period was in East Asia and the Pacific (29.4 percent), followed by
Latin America and the Caribbean (19 percent) and the Middle East and
North Africa (15.9 percent).

Competitiveness among Sub-Saharan African Countries

Having analyzed sub-Saharan Africa’s competitive position relative to other
developing regions, itis important to delineate the sources of competitiveness
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within the region and the strategies that characterize the best practices
of the top-performing countries. The best-performing SSA countries are
selected on the basis of their world rankings. The top five SSA countries
in the overall 2007 global competitiveness rankings are South Africa (forty-
sixth), Mauritius (fifty-eighth), Botswana (eighty-third), Namibia (eighty-
eighth), and Kenya (ninety-seventh). The nine pillars of competitiveness
that are grouped under basic requirements, efficiency enhancers, and the
innovation and business sophistication indexes are used to analyze and com-
pare the competitiveness of the SSA countries.

Basic Requirements Index

Figure 2.8 summarizes the 2007 basic requirements index that deals with
factors that drive the production stage of development. In terms of the
effectiveness of its institutions, South Africa ranked top among all SSA coun-
tries with a score of 4.8. It was followed by Botswana (4.5), Mauritius (4.4),
Namibia (4.2), and Gambia (4.1).

The infrastructure of Namibia and Mauritius were equally ranked as the
best in SSA with a score of 4.2 in 2007. The next best infrastructure was that
of South Africa (4.0), followed by Botswana (.4) and Gambia (2.6).

In terms of macroeconomic environment, Botswana’s was the best in SSA
in 2007 with a score of 4.9, followed by Namibia (4.8), South Africa (4.7),
and Gambia and Mauritius (both at g.8).

Mauritius had the best health and primary education in SSA with a score
of 6.6, followed by South Africa (5.1), Gambia (4.9), and Namibia (4.6);
Botswana was in fifth position with a score of 4.4.

Efficiency Enhancers Index

Figure 2.9 summarizes the 2007 efficiency enhancers index, which focuses
on how three factors—education and trading, market efficiency, and tech-
nological readiness—enhance the efficiency-driven stage of development.
It shows that in 2007, South Africa led all SSA countries in market effi-
ciency, education and training, and technological readiness with respec-
tive scores of 4.7, 4.2, and 3.9. Mauritius ranked second in education and
training with g.g, followed by Botswana and Kenya, which both scored §.4,
and Nigeria at g.0. In terms of market efficiency in 2007, ranking behind
South Africa were Botswana, with a score of 4.2, and Kenya, Mauritius,
and Nigeria, all at 4.1. Finally, Mauritius ranked second in technological
innovation with a score of 4.6, followed by Botswana (g.0) and Kenya and
Nigeria (both at 2.9).



Can Africa Compete in a Global Economy? 65

M Institution

Infrastructure

W Macroeconomics

M Health & primary education

Botswana Gambia Mauritius Namibia South Africa

Figure 2.8. Comparison of top-performing sub-Saharan African countries on the
basis of 2007 basic competitiveness factors. World Economic Forum, The African
Competitiveness Report, 2007 (Geneva, 2007), 3-28; World Economic Forum, Global
Competitiveness Report, 2007 (Geneva, 2008).
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Figure 2.9. Comparison of top-performing sub-Saharan African countries on the
basis of 2007 efficiency enhancers. World Economic Forum, The African Competitive-
ness Report, 2007 (Geneva, 2007), 3-28; World Economic Forum, Global Competitive-
ness Report, 2007 (Geneva, 2008).

Innovation and Business Sophistication Index

Figure 2.10 summarizes the 2007 business innovative factors (technologi-
cal innovation and business sophistication) and drive the innovation stage
of development. The analysis in figure 2.10 shows that South Africa led all
SSA countries in business sophistication and technological innovation with
respective scores of 4.8 and g.9. Kenya ranked second in technological
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Figure 2.10. Comparison of top-performing sub-Saharan African countries on the
basis of 2007 innovative factors. World Economic Forum, The African Competitiveness
Report, 2007 (Geneva, 2007), 3—-28; World Economic Forum, Global Competitiveness
Report, 2007 (Geneva, 2008).

innovation ($.4) and third in business sophistication (4.0). Mauritius
ranked second in business sophistication and fourth in technological inno-
vation (4.4 and 3.2, respectively). When business sophistication was mea-
sured, Nigeria’s score (3.9) ranked fourth, and Tanzania’s (g.7) fifth; both
countries scored §.9 in technological innovation.

Summary of the Findings and Conclusion

The results of this study are summarized in this section in terms of the find-
ings of the analyses conducted on the GCIs, MDGs, and WDIs. The initial
main finding of this study is that all developing regions made socioeconomic
progress as defined by Millennium Development Goals and World Devel-
opment Indicators. In terms of progress in achieving MDGs, all developing
regions experienced decreases in extreme poverty, reductions in childhood
mortality, increases in contraceptive prevalence, increases in gender equal-
ity, and improvements in sanitation. With respect to access to universal pri-
mary education, all developing regions experienced improvement with the
exception of East Asia and the Pacific, where access decreased by 2 percent.
In terms of WDIs, all regions experienced increases in GDP, gross savings,
merchandise imports, and merchandise exports. Gross capital formation
also increased in all developing regions with the exception of East Asia and
the Pacific.
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Four developing regions—North Africa, SSA, Latin America and the
Caribbean, and Southeast Asia—were used in the GCI comparison. The
main findings are that SSA ranked first in business sophistication but last in
health and primary education, macroeconomic environment, infrastructural
development, effectiveness of institutions, higher education and training,
market efficiency, technological readiness, and technological innovation.

Five developing regions—East Asia and the Pacific, the Middle East and
North Africa, SSA, Latin America and the Caribbean, and South Asia—were
used in the MDG comparison. The main findings are that SSA ranked first
among all developing regions in contraceptive prevalence rates. On the
other hand, SSA ranked last in decreasing poverty and in decreasing child-
hood mortality rates. In terms of access to universal primary education and
improved sanitation, SSA ranked third, and the region was in fourth posi-
tion in improving gender equality.

The same five developing regions were used in the WDI comparisons. In
terms of the structure of production, SSA ranked first in growth in manu-
facturing output, third in industrial output, fourth in manufacturing out-
put, and last in agricultural output. With respect to the structure of demand
(consumption), SSA experienced the largest decrease in household con-
sumption, the largest increase in government consumption, the second-
highest growth in gross capital formation, and the slowest growth in gross
savings. Finally, SSA experienced the smallest percentage increase in exports
of goods and services and the third-largest percentage increase in imports.

The analyses of the best-performing SSA countries demonstrate that
South Africa, which is forty-sixth in world competitiveness rankings, is the
region’s top-performing country. This can be attributed to its high perfor-
mance in education and training, market efficiency, technological readiness,
business sophistication, technological innovation, and the effectiveness of its
institutions. Mauritius, which is the second-best economic performer in SSA
and which ranks fifty-eighth in global competitiveness, outperformed all
other countries in the region in infrastructural development and in health
and primary education. Botswana, which ranks third in performance among
SSA countries, had the region’s best macroeconomic environment.
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A Two-Track Strategy for
Viable Development in Africa

BenaiaAH YONGO-BURE

Introduction

Globalization is the process of achieving greater interdependence among
countries and their citizens.! It consists of increased integration of product
and resource markets across countries in trade, immigration, and foreign
investment—that is, via the international flow of goods and services; of peo-
ple; and of investments such as equipment, factories, stocks, and bonds. It
also includes noneconomic elements such as culture and the environment.
It is political, technological, and cultural, as well as economic.

Globalization is not new. It is the intensification and deepening of the
process of international interactions. The first and most profound influence
or driving force of globalization is technology. Since the Industrial Revolu-
tion in Europe of the mid-eighteenth century, technical innovations have
led to an explosion of productivity and slashed transportation costs. The
steam engine, railways, and mechanization of a growing number of activi-
ties produced these developments. Later discoveries and inventions such
as electricity, the telephone, the automobile, container ships, and pipelines
altered production, communication, and transportation tremendously.?
More recently, rapid developments in computer information and commu-
nications technology have further shrunk the influence of time and geog-
raphy on the capacity of individuals and enterprises to interact and make
transactions around the world. For services, the rise of the Internet has been
a major factor in decreased communication costs and increased trade. As
technical progress has extended the scope of what can be produced and
where it can be produced, and advances in transport technology have con-
tinued to bring people and enterprises closer, the boundaries of tradable
goods and services have been greatly extended.
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Continuing liberalization of trade and investment has resulted from mul-
tilateral trade negotiations. For example, tariffs in industrial countries have
been brought down from high double digits in the 1940s to about 5 per-
cent in the early 2000s.2 At the same time, most quotas on trade, excepting
those imposed for such reasons as health and safety, have been removed.
Globalization has also been promoted through the widespread liberalization
of investment transactions and the development of international financial
markets. These factors have facilitated global trade through greater avail-
ability and affordability of financing.

Lower trade barriers and financial liberalization have allowed more and
more companies to globalize production structures through investment
abroad, which in turn has provided a further stimulus to international
trade. On the technology side, increased information flows and greater
tradability of goods and services have had a profound influence on deci-
sions related to the location of production. Businesses are increasingly
able to locate different components of their production processes in vari-
ous countries and regions and still maintain a single corporate identity. As
firms subcontract part of their production processes to their affiliates or
other enterprises abroad, jobs, technologies, capital, and skills are trans-
ferred around the globe.

The high degree of interdependence among today’s economies reflects
the historical evolution of the world’s economic and political order. The rise
of capitalism, the Industrial Revolution, and European overseas expansion
set the stage for the internationalization of economic activities. Thus, from
the 1500s to the early 1900s, various European powers dominated interna-
tional economic relations. This domination was greatly shaken by World War
I and did not recover until after World War II. By the end of the latter war,
the United States had become economically and politically the most power-
ful country in the world. However, with the postwar recoveries of Western
Europe and Japan, the relative size of the US economy and its overwhelming
dominance declined. The formation of the European Community (later the
European Union, or EU), the rising importance of multinational corpora-
tions in the 1960s, the shift of market power in regard to world oil produc-
tion to the Organization of Petroleum Exporting Countries (OPEC) in the
19770s, and the creation of the euro at the turn of the twenty-first century
have together contributed to the evolution of the world community into a
complicated system based on growing interdependence.

Africa’s Incorporation into the International Economy

Africa’s incorporation into the global economy was formalized through
the Berlin Conference of 1884-85.* Africa has thus experienced the major
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waves of globalization of the years 1870-1914 and of the post-World War II
period. Africa’s insignificant influence on the direction of global events and
its consequent position as a subservient follower can be attributed largely to
its balkanization resulting from the Berlin Conference and its lack of trans-
formation in the postcolonial period. For all the talk of globalization, the
process has been primarily driven by a few powerful actors in Europe and
North America. Europe’s early start in global economic domination and
control of colonies gave Europeans advantages over other parts of the world.
But as they lost their overseas possessions, their weight in the world system
has been waning, although colonial legacies still give some European coun-
tries a kind of advantage.

The vast continental expanse of the United States of America has given
it significant advantages in becoming a world power, aided by its tremen-
dous natural and human resources as well as its huge domestic market. Such
advantages gave the state of Michigan the ability, for many decades, to sus-
tain three large car manufacturing companies because it is part of a large
national market with unrestricted access to supplies of capital and human
resources. The economic condition of the three automakers has been prob-
lematic, however, in recent years as they have suffered relative decline.
Among the advantages of Michigan’s being, in effect, part of a “free trade”
zone include the ability to “export” freely to the huge domestic market with-
out any market restrictions imposed by any of the other forty-nine American
states and to “import” materials without tariff from any of them. Further,
it can raise capital and recruit skilled labor from a large national pool. If
the American states were separate countries as the African countries are, it
would not have been possible for Detroit to establish and sustain a world-
leading automobile industry for so long.

Although small countries can industrialize, they cannot drive their own
destiny for very long. The twenty-first century is being billed by some as the
“Chinese Century,” just as the twentieth century was labeled the “American
Century.”5 Hong Kong, Japan, Singapore, South Korea, and Taiwan could
not claim the twentieth century even though their economies underwent
major transformations because none of these economies were as dominant
as that of the United States. To have a say in the direction of globalization,
a country must have a relatively large and diversified economy with great
potential for further development. For instance, if China’s resources plus
its actual and potential market were not so large, it would be another Hong
Kong or Taiwan. The direction of China’s economic development is being
determined by the Chinese themselves because of their country’s stand-
ing among the countries of the world. Instead of large foreign companies
telling China what to do, they do what China asks them to do. Hence, they
readily make their technology available to China, overlook China’s pirat-
ing of their patents, and willingly undertake research and development
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in China. In the face of the 2007-9 economic meltdown and shrinkage
of export markets, the Chinese government passed an economic stimulus
package aimed at encouraging the growth of its potentially huge domestic
market; as a result, the Chinese economy has continued to grow in spite of
the severe global recession.

The nineteenth-century conditions that enabled small European coun-
tries to develop do not exist today, and African countries can not hope to
develop as small European countries once did. As pioneers in industrializa-
tion, the Europeans faced no established competitors in the world market.
As they exercised control over much of the world, they dictated the terms
of international interactions. Europe’s technology was the most efficient,
and non-Europeans were not allowed to copy it. Europeans imported what-
ever resources they wanted on their terms and exported freely to all markets
under their control.®

If they want to change significantly the living conditions of most Africans
as well as to have impact on the trend and pace of globalization, African
countries cannot expect to follow the past footsteps of European countries.
However, they might emulate the strategic moves of Europe, such as the evolu-
tion of the European Union and the introduction of a monetary union repre-
sented by the euro. In ways similar to those Europeans have taken to enhance
their welfare and influence in global affairs, the numerous African countries
must undertake to transform themselves through collective self-reliance and
the encouragement of viable, selfsustaining development strategies, such as
“regional development poles” (RDPs). African countries may thus become sig-
nificant actors within the global system and at the same time make marked
improvements in the living conditions of the majority of Africans.

The quest for collective self-reliance has been advanced by African
leaders in different forms since the beginnings of the various movements
toward decolonization. There have been calls for African unity, as well as
regional cooperation and integration, but the results have not been great.
However, the Lagos Plan of Action and the Abuja Treaty, which embodied
the vision of an African Economic Community (AEC) and its component
regional economic communities (RECs), must be seriously pursued.7 But
given the political difficulties of separate countries pursuing a common
development agenda, successes in regional and eventual continental inte-
gration has lagged. Yet, as Africa drags its feet on these fundamental issues,
the processes of globalization will surely continue to unfold, and the many
tiny, separate African countries will continue to be ill-prepared for its atten-
dant challenges. Hence, the second strategy of encouraging RDPs should be
given emphasis to complement the strategy of regional and eventual conti-
nental integration.

The strategy of RDPs places emphasis on accelerating the economic
transformation of the few large African countries that can industrialize on
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their own based on their wealth of natural and human resources and large
domestic markets. The creation of “development poles” within Africa could
lead to the establishment of diversified industrial economies on the conti-
nent, which may in turn lead to faster diffusion of economic development to
the surrounding African countries. The building of inter-African highways,
railways, long-distance power transmission lines, and direct communications
links could accelerate this diffusion, making it cheaper for the rest of the
smaller African countries to import development inputs from the neighbor-
ing RDPs. The need to earn foreign exchange will be less desperate than
at present, as it will become relatively easier to acquire the currency of the
neighboring “development pole” and import from it.

Focusing on sub-Saharan Africa (SSA), as of 2010, there were only four
countries with populations of approximately or above 50 million each: Nige-
ria (152), Ethiopia (88), Democratic Republic of Congo (DR Congo) (71),
and South Africa (49). Four other sub-Saharan African countries have popu-
lations of over go million each: Sudan (44), Tanzania (42), Kenya (40), and
Uganda (33). The rest of SSA’s countries have populations below 25 mil-
lion, with those above the 20 million mark being Ghana (23), Mozambique
(22), Madagascar (21), and Cote d’Ivoire (21). Cameroon (19) will soon
reach the 20 million mark.8

African Industrialization at the National Level

The economic problems of the 1970s and 1980s led African countries
to revert to the economic policies of laissez faire, free trade, and encour-
agement of foreign investment. But these were the fundamentals of the
colonial economic policies that had left African countries dependent
economically as they gained political independence. Hence, it is no won-
der that since the implementation of structural adjustment programs in
Africa, poverty on the continent has become more widespread. The inap-
propriateness of the colonial-type policies was exhaustively discussed in
the 1960s, but African governments that desperately wanted foreign aid
were willing to disregard the arguments against such policies so they could
qualify for it. The colonial economies had been based on export of pri-
mary products to the colonial metropole, with the surplus from the export
earnings being channeled to the colonial power rather than reinvested in
the colonial economies. This neocolonial pattern of trade still persists in
most African countries. Sustainable industrialization of tiny economies is
hardly possible, particularly in a world of long-established competitors in
the world market. Hence, it was inevitable that the industrialization poli-
cies of the early postindependence era were unlikely to be sustainable for
most countries.?
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Conscious industrialization policy in most underdeveloped countries
began in the post—-World War II period. Since the developed countries were
already industrialized, while the underdeveloped countries were primary
producers, economic development came to be identified with industrial-
ization. While prices of industrial exports persistently increased relative to
those of primary products, prices of exported primary products were unsta-
ble and tended to decline over time. Markets for primary products stag-
nated as synthetic substitutes became increasingly available. For example,
synthetic substitutes for cotton, rubber, sisal, jute, hides, and skins acted
both as a brake against higher commodity prices and as a direct source of
competition in world markets.1? Hence, underdeveloped countries turned
to industrialization as a strategy for economic growth and development.

Having decided to industrialize, the underdeveloped countries planned
to substitute locally produced goods for their industrial imports. This was the
policy of import-substitution industrialization. It was thought that underde-
veloped economies would progress from the simpler level of manufacturing
consumer goods to intermediate goods and eventually to the manufacture
of capital goods.

Import substitution was expected to improve the balance of payments as
more manufactured imports would be produced domestically. Tariffs were
imposed to protect the infant industries from foreign competition. But
these tariffs became progressively higher with advanced stages of processing.
Foreign firms were encouraged to establish “tariff factories” to circumvent
the protective tariffs. Their use of capital-intensive technologies resulted in
limited employment opportunities. The capital-intensive industries them-
selves required more imports of spare parts, raw materials, and replacement
capital goods, thus requiring more foreign exchange to service them. Conse-
quently, more resources were being devoted to these urban industries than
to the agricultural sector. Rural-to-urban migration increased, but because
the capital-intensive industries created few jobs, urban unemployment
increased. This dire economic situation led to very serious social and politi-
cal problems, particularly as the unemployed migrants increasingly came to
consist of politically conscious secondary-school leavers, or dropouts. With
the increase in university enrollments and output, the numbers and sophis-
tication of the politically conscious unemployed has greatly increased. They
will continue to pose a serious political problem to the ruling elites unless
economic development is viewed and pursued as a matter of urgency.

Because of the limitations of import-substitution industrialization, under-
developed countries changed their industrialization strategy to manufac-
turing for export. The export-of-manufactures strategy was recommended
particularly for small economies with limited domestic markets.!! At the
early stages of manufacturing, most underdeveloped countries produced
similar products, and could not absorb much of each other’s products.
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Tariffs in the more industrially developed economies progressively increased
along with the higher degree of value added to manufactured imports from
the underdeveloped economies. For example, tariffs on processed cocoa are
twice that on raw cocoa; and while tariffs on raw sugar are below 2 percent,
processed sugar typically faces tariffs of 20 percent.!?

Given the barriers to export of manufactures, underdeveloped countries
embarked on promoting regional integration so as to pool their markets.
But while the cooperating and integrating countries could see the joint ben-
efits of integration, they could not easily agree on equitable sharing of these
potential benefits. The partner states were at different levels of industrial-
ization, and each partner wanted to accelerate its own rate of industrializa-
tion and development. This outlook toward economic integration has not
changed much, and hence the slow pace of such integration in Africa.

Regional and Continental Integration

African integration is a strategy for African development. It is intended not
to follow development but to precede it; or both integration and develop-
ment are to be pursued simultaneously. The argument that each coun-
try should solve its problems before entering into integration is spurious
because lack of capacity is an integral part of the failure of development. If
each country could achieve its development on its own, then why integrate?

There are various degrees of regional economic integration. A preferen-
tial trade area involves two or more countries reducing or abolishing tariffs
on a limited number of products. However, this form of integration is illegal
under the rules of the World Trade Organization (WTO), although excep-
tions can be made.!® The most common starting form of regional integra-
tion is a free trade area. For a free trade area to exist, the member countries
reduce or eliminate trade barriers between themselves while maintaining
separate tariff schedules for trade with nonmember countries. Under a cus-
toms union agreement, the member countries have free trade as well as a
common tariff wall for commodities from outside the union. Similar to the
customs union is a common market. The common market is a customs union
with the addition of free mobility of factors of production between the mem-
ber countries. The free movement of capital and labor would allow for more
efficient allocation of resources, and hence faster economic growth and
development can be achieved in the member countries. Finally, the mem-
ber countries may upgrade their integration into an economic union. Under
an economic union, national, social, taxation, and fiscal policies are harmo-
nized and administered by a supranational body. The task of creating an
economic union is much more difficult than achieving the other forms of
integration. This is because a free trade area, a customs union, or a common
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market results basically from the abolition of existing trade barriers, but an
economic union requires an agreement to transfer economic sovereignty to
a supranational authority. The ultimate degree of economic union would be
unification of national monetary policies and the acceptance of a common
currency administered by a supranational monetary authority. This means
the establishment of a monetary union.

Robert Carbaugh gives the United States as an example of a successful
monetary union.'* The fifty states are linked together in a complete mon-
etary union with a common currency, implying completely fixed exchange
rates among them. The Federal Reserve serves as the single central bank for
the country; it issues currency and conducts the country’s monetary policy.
Trade is free among the states, and both labor and capital move freely in
pursuit of maximum returns. The federal government conducts the coun-
try’s fiscal policy and deals in matters concerning national defense, interna-
tional affairs, retirement and health programs, and the like. Many services
such as police protection and education are provided by state and local gov-
ernments, thus allowing states to keep their identity within the union.

The international economic crises of the 1970s led Africa to intensify its
efforts toward regional integration; one result was the adoption of the Lagos
Plan of Action by the African heads of state and government in 1980. This
step culminated in the signing of the Abuja Treaty of 1991 promulgating
the African Economic Community (AEC), which came into effect in 1994.
The full establishment of the AEC is to be phased in, in six stages.

Stage one involved the creation of regional blocs, or Regional Economic
Communities (RECs), where such did not yet exist. This process was com-
pleted by 1999. The RECs are to be the building blocks of the AEC. The
second stage was the strengthening of intra-REC integration and inter-REC
harmonization, which was to be completed in 200%. This stage, as of 2010,
has still not yet been completed as can be seen in the continued existence of
multiple and overlapping groupings in various parts of the continent, shown
in table g.1. Stage three is to consist of the establishment of a free trade area
and customs union in each regional bloc by the end of 201%. The establish-
ment of an Africa-wide customs union is the fourth stage, set for completion
by the end of 2019. The fifth stage is the establishment of a continent-wide
common market, the African Common Market (ACM), by 2023. Stage six is
to be the establishing of a continent-wide economic and monetary union by
the end of 2028; and the transitional period, during which all these struc-
tures are to be established, would end by 2034 at the latest.!?

However, as much as continental leaders seem to appreciate the impor-
tance of collective African self-reliance, their political rhetoric on African
integration has so far not been accompanied by consistent actions. The
duplication and overlapping of membership in the regional integration
blocs that exist have hampered the progress of regional integration instead
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Table 3.1. African regional economic communities

Pillar Regional Economic Subregional communities
Communities (RECs)

Arab Maghreb Union (UMA) 84.0

Common Market for Eastern and Indian Ocean Commission (I0C)
Southern Africa (COMESA) 533.5

Community of Sahel-Saharan
States (CENSAD) 359.8

East African Community (EAC) 127.0

Economic Community of Central Economic and Monetary Community

African States (ECCAS) 136.7 of Central Africa (CEMAC) and
Economic Community of Great Lakes
Countries (CEPGL)

Economic Community of

West African States (ECOWAS)  282.5 West African Economic and Monetary
Union (UEMOA), West African
Monetary Zone (WAMZ), and Mano
River Union (MRU)

Inter-Governmental Authority on

Development (IGAD) 201.8
Southern African Development Southern African Customs Union
Community (SADC) 258.0  (SACU) and IOC

Notes: The figures next to the pillar RECs are populations of the groups in millions (as of
2007). The African Union recognizes the pillar RECs as the building blocks of the African Eco-
nomic Community. The AU’s policy is for the subgroups to merge into the pillars.

Sources: United Nations Economic Commission for Africa (UNECA), Assessing Regional Integra-
tion in Africa, vol. 2, Rationalizing Regional Economic Communities (Addis Ababa, 2006), 51; World
Bank, World Development Indicators 2009 (Washington, DC, 2009), 14-16.

of facilitating it, thereby perpetuating Africa’s vulnerability to global eco-
nomic forces. Many countries have joined a number of groupings for
political and strategic reasons. Economic reasons rank low. Duplication of
membership hinders integration programs related to trade facilitation and
market integration. Lack of harmonized market integration schemes means
that each regional economic community has its own rules of origin or its
own certification process.16 This limits trade between communities. The
duplication and overlapping of membership contribute to the underfund-
ing of the communities as members find it difficult to pay all their dues to
multiple communities. There is also the problem of adequately staffing the
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many RECs with their various levels of technical needs. Declarations by the
African Summit of July 2007 indicated a strong desire to rationalize the
existing RECs and reflect a decision not to recognize more RECs than the
eight then existing as the main pillars of the AEC.!7

Regional Economic Communities

Free trade has been the major goal of each REC. But the results have been
modest. The member countries have similar production structures. Most
lack a strong industrial base to produce diversified manufactured products
for trade within the groupings. Their multiple currencies are not convert-
ible. The cost of doing business within these intra- and interregional blocs is
high due to a host of nontariff barriers such as poor infrastructure, duplica-
tive border procedures, and cumbersome paperwork requirements.18 The
free movement of people and the right of establishment have progressed
in some African subregional groupings, but not in many others. Some stud-
ies suggest that nontariff barriers such as customs procedures, police road-
blocks, and constant harassment by immigration officials are a growing
concern in Africa as they hamper free trade. Hence, the observation that
tariffs are not the main problems delaying the achievement of African unity;
nontariff barriers are.!?

Growth in trade among member countries within a given intra-REC for
2000-2005 shows that on average all the RECs registered positive growth in
exports to member states. The Economic and Monetary Community of Cen-
tral Africa (CEMAC), the Economic Community of Great Lakes Countries
(CEPGL), the Common Market for Eastern and Southern Africa (COMESA),
and the Community of Sahel-Saharan States (CENSAD) all show an aver-
age increase of 40 percent or more. The West African Economic and Mon-
etary Union (UEMOA), the Inter-Governmental Authority on Development
(IGAD), the Southern African Development Community (SADC), the Eco-
nomic Community of West African States (ECOWAS), the Arab Maghreb
Union (UMA), and the Indian Ocean Commission (IOC) registered growth
in exports to member countries in the range of 20—40 percent. The trend in
intra-REC imports shows growth in all RECs, with the largest increases regis-
tered by COMESA, CENSAD, IGAD, CEMAC, and 10C.20

The Customs and Economic Union of Central Africa (UDEAC) was
formed in 1966. UDEAC signed a treaty for the establishment of CEMAC to
promote the entire process of subregional integration through the forma-
tion of a monetary union, with the Central African CFA franc as a common
currency. Thus in 1999, UDEAC was officially superseded by CEMAC.

In 1981, the leaders of UDEAC agreed in principle to form a wider
Economic Community of Central African States (ECCAS). ECCAS was
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established in 1984 by the UDEAC members, Sio Tomé and Principe, and
CEPGL. Angola became a member of the ECCAS in 1999. Because of non-
payment of membership dues, the ECCAS remained inactive for several
years. The conflicts in the Great Lakes region, especially the conflict in
the DR Congo, in which some members of the ECCAS fought on opposing
sides, greatly slowed the functioning of the community.?!

The East African Community (EAC) of Kenya, Tanzania, and Uganda was
revived in 2000. Burundi and Rwanda joined the community in 2007. The
EAC became a customs union on January 1, 2005, with the introduction
of the EAC Customs Union Protocol. Membership in the EAC begins at a
customs union level. Under the treaty, Kenya, with the strongest economy in
the region, will continue to pay duties on its goods entering the other four
countries until 2010, based on a declining scale. A common system of tariffs
will apply to goods imported from third-party countries.

The Southern African Development Community (SADC) started as a
political and security organization in 1980, under the name Southern Afri-
can Development Coordination Conference (SADCC).22 The SADCC was
transformed into SADC in August 1992. Nine years later, the SADC treaty
was amended. In 2000, the SADC Free Trade Area was formed with the par-
ticipation of Southern African Customs Union (SACU) countries (Botswana,
Lesotho, Namibia, South Africa, and Swaziland). Next to join were Mada-
gascar, Mauritius, and Zimbabwe. In 2008, Malawi, Mozambique, Tanzania,
and Zambia joined the SADC Free Trade Area. Angola, DR Congo, and
Seychelles joined in October 2008, when all three regional groupings of
COMESA, EAC, and SADC formed a free trade zone. This newest free trade
zone will help eliminate duplicative membership and the problem that
member states have in participating in other regional cooperative schemes.
It represents a step forward toward the attainment of the ultimate continent-
wide African Economic Community.?

SADC hopes to establish a customs union by 2010, but it will have to make
its customs union compatible with that of its existing SACU subgrouping.
COMESA had planned to have a customs union by 2008. But as reported
above, COMESA, EAC, and SADC formed their free trade zone in October
of that year. ECOWAS continued working to resolve a possible conflict with
the existing customs union in West Africa, the West African Economic and
Monetary Union (WAEMU), by adopting WAEMU'’s tariff bands so that a
customs union for the whole region could be put in place. Efforts are ongo-
ing to realize this goal.

Financial integration in terms of harmonizing money or capital mar-
kets on the continent would help ease financial transactions and facilitate
trade among countries in Africa. There are some monetary unions among
some regional blocs that use a single currency. Examples include the CFA
franc zones consisting of the Communauté Economique et Monétaire de
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I’Afrique Centrale (CEMAC) and I’Union Economique et Monétaire Ouest
Africaine (UEMOA).24 Having a single currency can help accelerate trade
and development. A single currency reinforces a common market. Accord-
ing to the director general of the West African Monetary Institute (WAMI),
financial integration would help the African continent to withstand glo-
balization since no one country can do it alone. Financial crises or shocks
emanating from the global economy could be minimized if Africans had a
common market.2

Some African RECs have established institutions to support regional
financial cooperation. Regional development banks operate in the
CEMAC, COMESA, EAC, ECOWAS, UEMOA, and UMA.?% In SADC, the
South African Development Bank serves the interests of all member coun-
tries. Established in 1984, the COMESA Clearing House provides foreign
exchange support for the facilitation of intra-COMESA trade. The PTA
Reinsurance Company has been providing insurance coverage and rein-
surance to investors in the region since 1991.2” The COMESA PTA Bank
provides financing for trade and projects at the national and regional lev-
els in the form of credit, credit guarantees, and minority equity participa-
tion in joint ventures. The bank also supplements the activities of national
development agencies of member states through joint financing opera-
tions and the financing of development projects. It has been extending
finance to manufacturing, agribusiness, tourism, mining, infrastructure,
and energy sectors in the member states.

In the ECOWAS region, the ECOWAS Fund for Cooperation, Compen-
sation, and Development (EFCCD), formed in 1975, serves as a source of
finance for compensation of revenue loss accompanying regional trade lib-
eralization. The EFCCD is also responsible for the promotion of balanced
regional economic development and providing support to less developed
member states of the region. The EFCCD has been reconstituted as the
ECOWAS Bank for Investment and Development (EBID) with two sub-
sidiaries: ECOWAS Regional Development Fund (ERDF) and ECOWAS
Regional Development Bank (ERDB). The ERDF finances the public sector,
while ERDB extends credit to the private sector. The ECOWAS Bank Group
(Ecobank) has been set up to strengthen regional financial cooperation.
Ecobank has subsidiaries in twelve countries in West and Central Africa. It
provides commercial banking and other financial services to individuals as
well as to private- and public-sector organizations. The Ecobank Foundation
is a philanthropic arm of the bank that is involved in supporting scientific,
cultural, and humanitarian causes across the region. The ERDF is the major
shareholder of Ecobank.

In June 2009, the West African Monetary Zone (WAMZ) postponed its
December 2009 deadline for the realization of a single currency (the eco)
to 2015. It is planned that the entire region of the ECOWAS will adopt
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a single currency by 2020 with the establishment of an ECOWAS Central
Bank. The plan to launch the eco was begun in 2000.28

The former President of Nigeria, Umaru Yar’Adua, was reported to have
expressed his disappointment because thirty years after the signing of the
Protocol on Free Movement of Goods and Services, cross-border bottlenecks
involving member states continue to hamper effective economic integra-
tion. Yar’Adua looked to accelerated integration as a safeguard against the
global economic crisis. The heads of state and government also approved
a new Customs External Tariff (CET) regime of ECOWAS to be levied on
certain categories of goods imported into the region. They further endorsed
efforts to harmonize a value-added tax (VAT) regime in the region.

In October 2008, the COMESA, EAC, and SADC agreed to form a free
trade zone spanning 26 member countries of the three RECs. They also
agreed to establish joint infrastructure and energy projects for all three
regional groupings and pledged to harmonize their transport, technology,
and energy plans.

In August 2009, a summit by member states of these three regional
groupings set up a task force to simplify and merge the rules of origin to
be applied in their free trade zone. The EAC head of Customs and Trade
reported that a draft of the hybrid rules of origin was ready and would come
into effect as soon as the free trade area was established. The hybrid rules
will replace the three separate rules for each of the three groups. The sum-
mit also agreed on a program of trading arrangements, free movement of
people engaged in business, joint implementation of interregional infra-
structure programs, as well as institutional arrangements on the basis of
which the three RECs would foster cooperation. The summit approved the
“expeditious establishment of a Free Trade Area encompassing the part-
ner states of the three trading blocs, with the ultimate goal of establishing
a single Customs Union.”? Of COMESA’s member states, 80 percent have
scrapped visa restrictions as a step toward increased trade. The remaining
countries are working to address the visa requirement issue.

COMESA, EAC, ECCAS, ECOWAS, and SADC, among others, are clear
manifestations of African leaders’ recognition of the need for larger units
in Africa to achieve viable development in the current world economic envi-
ronment. However, the processes of realizing the RECs and the AEC will
be gradual. In the meantime, technological changes will not wait for Afri-
can integration. Such a situation will perpetuate Africa’s follower status in
regard to the challenges of globalization. For Africans to have an impact
and influence on the direction of globalization, and thus on the continent’s
destiny, African countries must internalize the processes of technological
progress within a shorter time frame. The greater challenge of internalizing
substantial technological changes within Africa should be entrusted to the
large African countries that should be able to muster the political leadership
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to turn their potential into “regional development poles” within the conti-
nent. Development emanating from these regional poles will diffuse faster
to the rest of Africa.

Regional Development Poles

The national economies of Africa were founded when the continent was
partitioned into European colonies. Unfortunately, after about fifty years
of formal independence, African elites have not transformed the inherited
deformities in their countries’ economies. These economies have either per-
sisted or collapsed, instead of being transformed. Most African economies
can hardly be transformed within the existing domestic structures, although
a few large ones can. The DR Congo, Ethiopia, Nigeria, and South Africa
are among the few with the human and natural resources sufficient for
becoming self-sustaining economies; but the political leadership to bring
this about has so far been lacking.

In light of the slow processes of regional integration, those interested in
viable and sustainable development in the continent should focus their efforts
on the initiation of self-sustaining development in such countries. The African
Union, the New Partnership for African Development (NEPAD), the Economic
Commission for Africa, and the African Development Bank, among other orga-
nizations, together with the elites of the respective countries should lead in the
establishment of viable development poles. Selfsustaining development will
spread from the regional development poles (RDPs) to the rest of the coun-
tries on the continent. The establishment of diversified economies, financial
systems, and convertible currencies in the RDPs will help strengthen the small
neighboring economies. For example, some of the small economies of south-
ern Africa have benefited greatly from the de facto Common Monetary Area
(CMA) in the region anchored on the convertible South African rand. This is
because of South Africa’s strong industrial economy. Had the CFA franc zones
been anchored in Central Africa and West Africa instead of in France (and now
on the euro), they would have had a wider impact on African economies.

The creation of development poles in Africa is to be based on the greater
resource bases and populations of the larger countries. Only four African
countries have populations of about or more than go million: Nigeria,
Ethiopia, DR Congo, and South Africa. Nigeria has all it takes in terms
of resources to become a major world economy, but so far its leadership
has failed to effectively develop that potential. With its abundant natural
resources, domestic market of some 152 million people, thousands of highly
educated people in various fields, and oil export earnings upwards of $110
million per day, Nigeria could build a strong diversified economy with a pro-
found impact on western and equatorial Africa, and even beyond. Moreover,



A Two-Track Strategy for Viable Development in Africa 83

as the Gulf of Guinea region becomes a major oil producer and exporter,
Nigeria could coordinate the development of large petroleum products
manufacturing industries in the area, including the islands.30

Before the oil industry came to dominate the Nigerian economy, the
country produced its own food supplies and exported large quantities of
cocoa, cotton, cattle, hides and skins, groundnuts, palm oil, and palm ker-
nels. Reemphasis on the agricultural sector would expand the domestic mar-
ket and further enhance national efforts to build a self-sustaining economy.

The DR Congo probably has the greatest potential for building a viable
economy if it can efficiently develop its extraordinary richness of natural
resources for the good of its people. It could learn from Brazil, a country
very similar in terms of natural resource endowment. The DR Congo has
the agricultural, mineral, forestry, fisheries, and hydroelectric potential to
complement its large and fast-growing population and central location in
Africa. Because of its potentialities and location, it suffered greatly as a con-
sequence of the Cold War. The recent regional wars, the debt accumulated
in the 1970s and 198os, and the apparent lack of clear development-ori-
ented leadership have continued to hamper the DR Congo’s development.
However, although delayed, its development might still be realized, given an
informed vision and appropriate strategies.

Even a partial tapping of the renewable energy potential of the DR Congo
could initiate a process of selfsustaining development. The Congo River
flows around a basin that is several hundred meters above sea level. Near
the Atlantic Ocean it falls about three hundred meters over a stretch of river
only tens of kilometers in length. Here the Congo River, second only to the
Amazon River in volume of flow, pours downward to the ocean over the Inga
Falls. This is a hydroelectric site second to none in the world. Two hydro-
electric plants have been built there already, but a proposed dam is planned
to generate enough electricity to meet the needs of all of southern Africa.

In 1972, the Inga Dam was built. It provided electrical power for the min-
ing area of Katanga, or Shaba. That hydroelectric installation had a capacity
of 451 megawatts (MW). Ten years later, in 1982, a much larger hydroelec-
tric installation was built with a capacity of 1,424 MW.31

The first two hydroelectric installations on the Congo are now known as
Inga I and Inga II. There is a proposed Inga III, which will have a generat-
ing capacity of g,500 MW. The construction of Inga III is set to begin in
2012. The African Development Bank, the European Investment Bank, and
the World Bank will be major lenders for this installation in collaboration
with Wescor, a utility consortium formed by the electric power corporations
of Angola, Botswana, DR Congo, Namibia, and South Africa.32 Inga III is
expected to form the centerpiece of the regional partnership that envisions
the interconnection of electricity grids in the five members of SADC. It is
also expected to attract energy-intensive industries to the DR Congo.
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Beyond Inga III, there are proposals for a Grand Inga project that would
have a generating capacity of 39,000 MW, more than twice that of the Three
Gorges Dam in China and more than one-third of the total electricity cur-
rently produced in Africa. It is billed as the world’s largest hydroelectric
project. It is listed as a priority project of SADC, NEPAD, and the World
Energy Council.

Already with the Inga I and Inga II installations a project was con-
ceived to build transmission lines across the Sahara to Egypt. The agree-
ment was negotiated but the project was not implemented. The massive
Grand Inga project is being touted not only as the solution to Africa’s
electricity deficit, but also as a viable source of energy for export to the
Middle East and Europe as well as South Africa and countries in western
Africa including Nigeria.33

The development of the Inga hydroelectric potential alone could earn
the DR Congo billions of dollars from exports of electricity to others parts of
Africa and beyond. This would both contribute to an enhanced power sup-
ply and bring in much needed foreign exchange for further development
and economic diversification. Meanwhile, the country’s mineral and other
natural resources represent tremendous potential earnings. Overall, while
the DR Congo’s potential for becoming an economic powerhouse continues
to be misused and underutilized, it has not been destroyed.

South Africa has already established a strong manufacturing sector. It
has had, and continues to have, an important impact on development in
Africa, especially in southern, eastern, and central Africa. South Africa
needs to spread the benefits of its economy widely through mass educa-
tion and training and land reform. Although much has been done since
the end of apartheid in 1994, much more effort needs to be exerted to
eradicate poverty and greatly reduce inequality so as to establish a broad-
based self-sustaining economy. For development to be viable and sustain-
able, the bulk of the population must benefit from it. A dynamic industrial
South Africa will reduce dependence of many countries in the region on
long-distance imports of development inputs and hence accelerate devel-
opment in the region.

Although Ethiopia has huge areas of arid land, it also has many large riv-
ers, such as the Blue Nile, Barro, and Wabe Shebelle. It can irrigate large
areas and generate large amounts of hydroelectric power, some of which
can be exported. Moreover, its mineral potential has hardly been tapped.
Its recent program of greatly expanding graduate programs in its univer-
sities should soon pay dividends in terms of enhanced human resources.
Because of its fast-growing population, and large arid lands, industrializa-
tion is imperative to Ethiopia, as an industrial economy has greater capacity
to sustain a large population.
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Conclusion

For a country to chart its path in the global economy and have an influ-
ence on the terms under which globalization proceeds, it must have sub-
stantial bargaining capacity on such issues as technology transfer, research
and development, trade, and finance; otherwise, it will be ignored and
forced to go along under subservient conditions. For Africa to matter, and
to claim a position in influencing global events, it must overcome its heri-
tage of colonial balkanization. The insistence of African elites on the legal,
but unviable, sovereignties of their existing individual countries has so far
defeated the aspirations for true liberation of the African. Yet, it seems
that most African elites are unprepared to shake off their current myopic
nationalisms, even though their advocacy of regional economic groupings
acknowledges, in effect, that their present tiny countries can not deliver
prosperity for most of their populations, even if they were to be run by the
most competent leaders on earth.

If the existing regional groupings were political entities, the physical
and market constraints to viable dynamic development would be largely
gone. What would be required to achieve development would be the
appropriate vision of political leadership. However, the present regional
groupings are riddled with duplication and overlapping membership,
which results in a scattering of resources and efforts. Politicians make
fine speeches on the need for African collective self-reliance, but they are
loath to concede any of their vaunted sovereignty to a supranational body.
While African countries should continue efforts toward achieving collec-
tive action to support development, those that are large enough to go it
alone should spearhead a process to speed up progress. By so doing, they
will create de facto situations to which the neighboring countries will have
to adjust. While such unilateral directions will likely offend some African
elites, the common African stands to benefit from any increase in prosper-
ity within Africa. And that is what matters.
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Solutions to Africa’s
Development Challenges

StepHEN D. Krinruo

Over the past few decades, the African continent has been described as
being ruled by neopatrimonial regimes, a form of governance that seems
not to be working for Africa.! Some scholars tend to attribute the ubiquitous
incidence of poor governance and underdevelopment of the continent to
neocolonial activities, which they claim emanate from the intervention of
such development partners as the World Bank. These activities, they argue,
come in the form of foreign aid that purports to assist Africa’s develop-
ment efforts, but with conditionalities that are more detrimental than help-
ful to the African economy.? Yet, development partners are often criticized
for not doing enough for Africa. This contradiction, which labels foreign
intervention as a form of neocolonialism, while at the same time blaming
international intervention for inadequate funding, has dominated Africa’s
development literature to the extent that the role that Africans themselves
ought to be playing in the process often receives little attention.

In this chapter, I explore the place of Africans in the development of
Africa by examining the relationship between common misrepresenta-
tions about the continent and the types of change that would help position
Africans as global citizens, as this relationship plays out in the areas of edu-
cation, good governance, and self-help. The chapter draws on existing litera-
ture on misrepresentations of the African continent, as presented in some
textbooks, and development discourses of international organizations and
the popular Western media to examine how, in striving to enhance inclusion
in a global economy, Africans end up on the periphery of the twenty-first-
century knowledge economy.

The chapter is divided into three major parts: the first sets education as a
foundation for Africa’s development by exploring the relationship between
manpower needs and development and presents the challenge of reorient-
ing the African mind to unlearn some traditions that do not conform to
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modern trends of interconnectedness. The key here is to illuminate edu-
cational contributions to the development of Africa, both locally and inter-
nationally, and to suggest areas that need radical reform. The second part
establishes good governance as the engine of economic growth in Africa. It
places Africans’ political expectations against actual development practices
and examines how their differences shape the image of Africa. The third
and final section examines self-help projects, highlighting efforts by both
indigenous and international agencies to help Africans cultivate self-help
initiatives as a way of overcoming some of the major challenges of devel-
opment. Most of these challenges point to a need for Africans to let go of
the long-standing tradition of being on the receiving end of other-directed
initiatives. To emphasize the need for Africans to be self-reliant, I use China
and other Asian countries as successful development models with a view
to arguing that with the right education and a commitment to sustainable
development, Africa can overcome most of her development challenges.

Education and Development in Africa

An economy without a vibrant workforce is often considered a potential fail-
ure. This is because the majority of national economies depend on their
human resources to give them use value and exchange value for available
natural resources. It is important to understand that unlike in the twenti-
eth century when industrial development relied on the knowledge and skills
of an elite few, in this era of globalization and interdependence, “econo-
mies depend on the skills and knowledge of all [their] people.”S That is, the
development base for most economies is now formed by mass rather than
elitist interests, and such changes in the use of human capital fundamentally
inform today’s knowledge economy. In this postindustrial economy, “wealth
is tied to knowledge workers and ultimately to educational systems.” Because
education takes center stage in producing skilled labor for any economy,
many Africans question the efficacy of their education systems when their
economies underperform. Such questions, it must be emphasized, usually
result in educational reforms designed to redirect the attention of educators
toward contemporary development needs.*

A quick look at the history of education in Ghana, for example, reveals a
plethora of reforms starting from 1960s to date, albeit none that have been
truly successful. Together with the two most recent reforms in the Ghana
Education Service that emphasize a focus on mathematics, science, and
technology education, mainly because these subjects are believed to form
the core of today’s development needs, the government of Ghana usually
resorts to cosmetic education reforms as a strategy for avoiding blame for
poor performance.” Regardless of any failures in curricular reforms, as I
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show below, changes in school curriculum alone, if at all successful, can-
not prepare Ghanaians well enough for the challenges of our time. In fact,
educational reforms in Ghana have often focused on one achievement or
the other. Yet, they end up disappointing Ghanaians, who hardly experience
the intended socioeconomic transformation promised in such reforms.
Probably, Ghana’s politicians need to be reminded that education is only
a recipe for change; it is not the meal in itself. It is a tool that must be uti-
lized to realize a nation’s vision of good governance, economic transforma-
tion, rule of law, and so forth. In other words, although national education
programs generally aim for national development, initiated by members of
communities for whom such programs were designed, the same can not be
said about Africans. The African people are not particularly good at taking
the initiative; they often prefer to experience economic progress merely as
recipients.6 Regrettably, formal training has not been able to bring about a
change in this passive approach to development in Africa. That is, although
schools do not teach deviant practices, school dropouts, much like those
who endeavor to graduate from school, engage in them. By simple analogy,
then, we can say that it is the larger society that makes provision for such
practices; state machinery does not put checks on the conduct and respon-
sibility of Africans.

A strong society, in my view, is one that is organized on its “we” strength.
It is built on social relations and a mechanism for the protection of group
rather than individual interest.” In the education and development of a
strong (economic) community, therefore, selfish interest offers very little
toward constructing a dependable African society. This is probably why, in
most African economies, selfish endeavors tend to be the root of corruption,
greed, and most individualistic norms or development challenges. That is,
individuals engage in unproductive practices and sometimes become unnec-
essarily violent mainly because the laissez-faire communities in which they
live continue to corrupt them to the extent that they are unable to use their
school-acquired knowledge to the benefit of the larger society. With school
training, we need to be more radical in the pursuit of group interests, such
as pan-Africanism, patriotism, national peace and security, good governance,
genuine self-reliance, and the culture of sharing. Global interdependence is
about sharing, collaborating, and networking among and between members
of different communities, as also occurs within communities. Reorienting
Africans’ mind-set to be “each other’s keeper” is therefore a prerequisite for
Africa’s participation in a globalizing world. Globalization, after all, is hardly
brand-new to Africans, who have a history of interdependence that could be
adjusted to reflect the current needs of African societies.

The barter trade and the extended family system are classic examples
of how traditional African societies have relied on each other for their
needs. As a system that promoted exchange of goods and services between
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individuals, groups, and communities, the barter trade required one not
to seek exchange with empty hands; one was expected to possess some-
thing of value in order to be part of this network. The major require-
ments for barter trade today can be likened to the form of globalization
and interdependence, which may include good governance, peace, secu-
rity, sustainable economic development, and science and technology. In
the global market, a nation’s good governance, peace, or security may be
“exchanged” for foreign investment, sustainable development for skilled
labor, and science and technology for innovations.

Africans’ experience with the extended family system may be seen as a
great asset in today’s world of interconnectedness as most Africans under-
stand that a family member who only receives from others and never has
to share is disrespected and regarded not just as a dependent, but as a nui-
sance. In the Dagara community of northern Ghana, such a person is called
“tuurnyuur” (literally, “one who follows others for drinks,” but also, broadly,
someone who is always on the receiving end). I believe that most African
societies and cultures do have a tuurnyuur, known in Swahili as maskini. Afri-
cans can easily understand, therefore, that a tuurnyuur does not command
any respect even from kids, unless he is able to prove that others too can
depend on him for some needs. And the only way to do so is to use whatever
skills or resources are at his disposal (e.g., farming, weaving, building) to
generate some income so that when he joins family members or friends for
a pot of pito (local beer in northern Ghana), he can pay at least part of the
bill. Once the tuurnyuur is able to share with others at least twice, he begins
to win the respect of others in his community.

If Africa’s place in the context of globalization is viewed according to the
concept of the tuurnyuur, with the continent virtually dependent on foreign
aid, Africans understandably occupy a marginalized position in the interna-
tional community. For just as the tuurnyuur never allows circumstances to
make him a condemned object of humiliation, Africans too can reorganize
themselves and win the respect of the rest of the world. In debates over such
issues as education, globalization, and interdependence, then, the question
should not be what are others doing to relieve Africa of marginalization and
misrepresentation; but rather, what are Africans doing to free themselves
from such a condition.

Concerning why sub-Saharan Africa has been misrepresented in the West
and elsewhere, some Africanists have attributed the stereotypical representa-
tion of the region to a Euro-American portrayal of the continent as a place
of wild natives who live in jungles, forever caught in a hunter-gatherer life-
style. They have often lamented that most Americans still have little or no
knowledge at all about Africa, since they (Americans) believe that Africa is
a single country where wild animals wander everywhere and the people strug-
gle with famine and malnutrition. Against this misinformation, critics have
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pointed out, for instance, that many species of wildlife, such as the tiger, are
not indigenous to Africa, but to Asia, and that wildlife in Africa live mostly in
game reserves and zoos, which is where Africans, as with most other people,
go to see them.® Moreover, although diseases and hunger are commonly
associated with the African continent in countries like Ethiopia, Uganda,
Angola, and Somalia, these may be exceptions rather than the rule, for
countries such as Ghana, Nigeria, Botswana, Lesotho, and South Africa, at
one time or another, have been “self-sufficient in food production.”9

If the uninformed and ignorant, whether in the Untied States or else-
where, continue to conjure images of Africa as a “primitive land of hot,
steamy jungles inhabited by wild animals and savages” while “in truth, only
10 percent of the African continent is jungle,” it is simply because Africans
have failed to disclaim such misrepresentations.10 It should be acknowl-
edged that efforts have been made to debunk the historical misperceptions
about Africa being without civilization and lacking in potential for self-
government. Arguments have been put forward that ancient Africans had
contacts with the Greeks, Chinese, Romans, and early Indonesians and that
Africa possessed a civilization that some historians describe as “advanced,”
with a record of self-government as seen in the early West African kingdoms
of Ghana, Mali, and Songhali.11 However, this ancient civilization obviously
failed to develop.

Why, then, does it seem difficult for Africans to build on this ancient but
advanced “capacity for social organization,” self-government, and interna-
tional trade, “a talent that operated at the village level and in the complex
kingdoms” and through which “many Africans achieved a kind of social
harmony that could exist without the power of a centralized authority”?!2
As Africans seem to lack the confidence to sustain and build on early trade
and interdependent initiatives and to prove to the international community
that, indeed, Africa has an advanced civilization, some ideas, myths, and ste-
reotypes about Africa, though possibly false, have “continued to flourish in
Europe,” North America, and elsewhere.!3 It is therefore up to Africans to
educate the international community on the realities and potentialities of
the continent. Before this can be done, however, Africans need to ensure
that they in fact have that which they want to showcase. Otherwise, Africans
will never feel accepted in the international community, no matter how well
they justify their right of inclusion.

This is probably why some critical analysts have observed that despite the
strong ties of political relations between China and Africa, the Chinese have
a habit of looking down on Africans, an attitude that is generally attributed
to a lack of knowledge on the part of the Chinese about Africa’s realities.!*
According to such observers, some Chinese openly question Africans what
they (Africans) have brought to the table in exchange for what they seek
from China. Africans are in essence looked down upon by the Chinese
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because the latter do not have any confidence in the socioeconomic back-
ground of the former. The solution does not lie in insistence on respect and
recognition from the Chinese, but rather in a strategic reconstruction of
Africa as a self-reliant continent. Self-reliance would ensure Africa’s inclu-
sion and acceptance in today’s interdependent global community.

A passive attitude on the part of Africans toward issues affecting the
development of the African continent is quite widespread and worrisome,
and development activists need to devote more energy to correcting this
attitudinal problem. I am not suggesting that discriminatory behavior in
a globalizing society should be tolerated; rather, my point is that Africans
are themselves often responsible for the very discrimination they suffer,
and against which they speak. This is why I see some of the suggestions
made regarding certain misconceptions about and stereotypes of Africans
as insufficiently responsive to Africa’s development needs, at home and in
the diaspora.15

For instance, outlining the various ways in which the American teacher
of social studies may effectively teach about Africa, some researchers have
tasked American teachers to discover current information on Africa,
through their own library research, to supplement what is available in
textbooks. Although this is clearly untenable, they contend that teach-
ers can obtain free materials, such as current maps, hotel and tourist
brochures, pictures, videos, films, and economic, educational, and demo-
graphic information, from the embassies and consular offices of African
countries in New York, Washington, DC, and San Francisco because, in
the view of the researchers, such materials portray the realities of life in
African nations.16

For the most part, encouraging teachers to avoid using outdated his-
torical texts that portray the views of colonizing Europeans and to update
classroom instruction with information from primary sources is a laudable
idea. However, it is very unlikely that such suggestions will motivate Ameri-
can or non-Africanist teachers accordingly. Since social studies teachers are
likely to be responsible for teaching about the rest of the world as well as
Africa, having to go through bureaucratic procedures in order to procure
a video from the embassy of an African country, if such teaching materials
are unavailable online, could be so discouraging that teachers might pre-
fer using readily available (albeit outdated) information instead. Rather
than passively asking foreign teachers to search for updated information on
Africa, it would be better if the researchers and other Africanists worked
with the proposed African embassies in a way that would bring such avail-
able instructional materials and teaching aids on Africa directly to American
teachers. This could be done through a well-organized website, with print
versions of essential information made available to educational institutions
that may have problems with Internet connectivity.
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I believe collaborative outreach programs and teaching aids for schools
would help American educators teach effectively and accurately about Africa.
For, if we insist that teachers avoid using outdated historical texts, then a col-
laborative effort of Africans in the diaspora to replace such texts is crucial.

Africans, at home and abroad, need to work with their development part-
ners, or rather lead in the struggle to eliminate not only misconceptions
and stereotypes of Africa and Africans, but also other major development
challenges. NGOs and media outlets need to be more circumspect in the
way they use information about African children who need aid, in order not
to create the impression that such situations of dire need abound only in
Africa. Television advertising and some Internet sources often create a very
humiliating impression of the African child, ostensibly because exploiting
such awful situations attracts donor support.!”

Since misinformation about Africa inevitably affects its credibility in the
global market, Africans must work together to correct it. One way to do so is
for diasporic Africans to take up the challenge of ensuring that discussions
on educational and development issues reflect an accurate image of the
continent. This would ultimately eliminate the much feared misconceptions
and stereotypes and extend Africans’ development opportunities to greater
foreign investment, external trade, and interdependence. This will require
responsible leadership, however, both political and civic. In the next section,
I explore how the system of rule in Africa has shaped the continent’s socio-
economic transformation.

Democratization and Good Governance

Democracy is gradually gaining ground in some parts of Africa and is per-
ceived as a better system of governance with the potential to drive the
continent toward achieving its development goals.!® Campaigns for conti-
nent-wide democratization have therefore been a major preoccupation of
both local and international activists concerned with Africa’s development.
While some argue that the present impetus toward democratization will go a
long way toward solving Africa’s myriad problems, others believe it is only a
different way of having authoritarian rule of the continent. In line with this
latter view, the majority of African states that have adopted democracy as a
system of government have been variously described as failures. A quick look
at some of these arguments might help us understand why democratization
is still a problem for most African states today.

In the development discourse about Africa, it is common knowledge that
soon after Africa’s attainment of independence, “expectations on the conti-
nent and around the world were high.”19 Leaders hoped that, through self-
governance, sub-Saharan African states would ‘take off” both politically and
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economically to become viable, independent actors in the world commu-
nity. Consequently, many Africans prayed for a transition to democratic rule.
It was a general conception that rule of Africa by Africans themselves would
not only be potentially democratic but would also constitute an unprece-
dented sign of sustainable development.

Contrary to these expectations, however, the introduction and adoption
of both self-rule and democracy in Africa soon morphed into serious eco-
nomic and political crisis, disappointing the hopes of the already hungry
and expectant multitude of Africans. Some critics call this failure “neopat-
rimonialism”: a system of rule by personal dictatorship, military oligarchies,
or plebiscitary and competitive one-party systems. In these neopatrimonial
regimes, the African leader shamefully stands out as the “strongman” of the
land who rules by decree; political competition and participation are taboo.
Self-generated efforts at reform within these systems are also regrettably
problematic, and “real political change” seems unattainable.20

As a result, African politics have provided repeated opportunities for
greedy leaders to exploit the masses. This remains a problem today because
the majority of African leaders do not really work for the interests of their
people. African countries such as Uganda, Central African Republic, Equa-
torial Guinea, Democratic Republic of the Congo (formerly Zaire), Togo,
Gabon, Zambia, Cote d’Ivoire, Nigeria, and Ghana (my own country) are
just a few countries that have, at one point or another, suffered the wrath
of (neo)patrimonial rule.2! In the twenty-first century of anticipated peace,
development, and global interdependence, some African states are still
mired in violent conflicts, poverty, and poor governance (Zimbabwe, Kenya,
and Sudan are among the continent’s recent cases of political unrest and
insecurity). This political legacy not only places a red flag on Africa’s already
ailing credibility when it comes to participation in the global market; it also
undermines our expectations of the prospects for change and development.

Perhaps, we need reminding that it is unacceptable to stretch out one
hand for development, interdependence, and globalization while clenching
firmly with the other hand onto deviant traditions and cultures. Hoped-for
improvements in African societies and economies, it is important to note,
will not come “without disturbing traditional ideas, disrupting old habits,
entailing sweeping organizational changes, and without posing, in turn, new
problems with which we must come to grips.”?? If African governments truly
believe in good governance and the socioeconomic development of Afri-
cans, they need to let go of the tradition of sycophantic leadership and fol-
low the example of the few democratizing African states like Botswana and
Ghana that have demonstrated a commitment to these goals.

Some African countries have been lauded for embracing open elections and
guaranteeing universal franchise and equality before the law, an indication that
good governance and economic prosperity is possible in Africa. If bright spots
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do exist in once extremely poor African countries like Ghana and Botswana,
and in countries with deep ethnic and racial divisions along with sharp income
inequalities and rampant crime like South Africa, then it becomes easier to
believe that development challenges in Africa are in fact surmountable.

The recent political maturity of Ghana, where, in very keenly contested
general presidential and parliamentary elections, the country voted out the
incumbent on two occasions without igniting any political unrest, is a leading
success case in African politics. Along with an avowed commitment to good
governance, the country seems poised to eradicate lawlessness and corrup-
tion, with stronger state institutions, and increased political competition and
participation. This development is what probably attracted the forty-fourth
president of the United States of America, President Barack Obama, to openly
compliment Ghana’s development efforts by visiting the country and pledging
much support for the model African nation on behalf of both his country and
the international community. By agreeing to a trade partnership with Ghana
in response to the country’s commitment to good governance and prosperity,
Obama highlighted the demands of interdependence in the global economy.
According to this view, all participating nations in an interdependent world
need to achieve an acceptable level of internal peace and security (through
democratic rule), good governance, and development.

Until Africans are able to meet these requirements, it will be difficult for
the continent to benefit considerably from globalization. In other words,
these requirements are the key to the global market, and just as one would
not attempt physically to “enter a market” without first opening the gate,
African nations cannot be part of a system to which they lack access. Critics
often hold African leaders responsible for the continent’s generally weak
economies, charging them with a tendency “to preside over the develop-
ment of underdevelopment.” rather than champion the continent’s true
development.??> While African leaders have failed to meet the expectations
of their people, they demonstrate much “competence” as agents of corrup-
tion, nepotism, and underdevelopment.

As we have already seen, among Africa’s leadership, “the small number
of individuals with power has often eroded any semblance of accountability,
legitimacy, and justice,” contributing to considerable disappointment on the
part of planners, economists, and policymakers who expect to see African
governments “introduce a reasonable and collective attack on poverty, dis-
ease, illiteracy,” and other challenges of development.24 Although, to a very
large extent, African leaders could be held responsible for the worsening
state of sub-Saharan Africa, it is important to point out that the inability of
governments to meet the development needs of Africa is not only a problem
of irresponsible leadership; it is also the result of much ignorance on the
part of the masses, literates and illiterates alike.
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The activities of international organizations and NGOs in Africa, though
essential in educating and providing local communities with self-help strate-
gies toward bridging this development gap, are complicated by a persistent
lack of initiative on the part of their beneficiary communities. The following
paragraphs explore some NGO-led development initiatives and Africans’
response to such problem-solving efforts.

Self-Help and Interdependence

With natural resources to be found all over the continent, prospects for
development in Africa cannot be overemphasized. We have seen in the pre-
ceding sections how Africa’s ever-weakening human capital is attributable
to a lack of self-confidence, resulting from the marginalization of the con-
tinent in a world of interdependence. Most African leaders and their fol-
lowers have a tradition of seeking foreign intervention for solutions to local
problems. This legacy has often posed problems as foreigners appear to be
limited in how much help they can offer, and as Africans have often been
slow to recognize that it is up to themselves to first provide that to which
others may add, the narrative has often turned negative against develop-
ment partners either for not doing much in terms of development aid or
for taking advantage of an already bad situation to exploit the continent.
Irrespective of the validity of these claims, scholarship on development in
Africa has often evaded the leading role that the African people ought to
play in the process. Africa’s development partners are many: they include
multilateral and bilateral funding agencies, NGOs, and the private sector, as
well as broad-based civic orgamizations.25

The World Bank (WB) has a record of funding development projects
through loans to African nations. Some scholars believe that the WB’s fund-
ing of these projects does result in many quantitative and qualitative returns.
In the area of education, for example, it has been providing funds for school
buildings and to support teaching and learning at the primary, secondary,
vocational, and higher levels of education in various countries. In spite of
these positive contributions, the WB has been widely criticized for its activi-
ties in Africa, which have been described as a failure, a form of neocolonial-
ism, or even imperialism.

The WB’s critics believe that its habit of tying loans to its own policies
(i.e., ideological conditions or conditionalities) for lending to African coun-
tries is both a violation of the rights of such countries and an imposition of
an approach that might not work well for all borrowing countries. In gen-
eral, the WB has been seen as causing more harm than good in the region; it
“connotes more failure than success in Africa.”26
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In the view of some critics, the intervention of transnational agencies
like the WB is a clear illustration of continued postcolonial dominance over
the African continent. They believe that although many formerly colonized
African countries have gained geographic and political independence,
cultural and economic independence has never really been attained.?’ In
other words, they argue that through the operations of these transnational
organizations, former colonizers continue to dominate economically, cultur-
ally, financially, militarily, and ideologically the so-called developing world.
These arguments, however, have often “missed the target”; the WB can be
viewed as a development partner and need not be considered a leader in the
development of Africa.28 Perhaps we need to be reminded that “multilat-
eral banks are just like commercial operations.” They only borrow and lend
money; they do not make grants. In fact, “it is easier” for such “banks to lend
US$200 million than to give US$20,000 as a grant” because banks do not
have “$20,000 to give, even though they have $200 million to lend.”??

As a commercial institution with numerous clients (countries) all over
the world, it is only reasonable that the WB shows concern not just about
how much money to lend but, more important, about the best way to lend
this money. That is, lending institutions like the WB want to encourage bor-
rowers to fulfill the conditions of their loans, to which borrowers must ini-
tially agree, rather than to default. It is also important to note that although
“banks are not worried so much about repayment, . . . they do worry about
corruption, about a bad press and about people bragging that they got a free
ride with the bank’s money.”3” This is why each loan spells out, “in ample
detail,” the way the funds should be expended.

What we hardly realize is that truly poor countries of sub-Saharan African
cannot really benefit from WB loans due to their lack of good governance
and the acute shortcomings of their public administration. In fact, it is dif-
ficult for development banks to help poor African countries simply because
development “projects require a level of bureaucratic efficacy at the receiv-
ing end” that is hardly found in Africa.3! The fact that loans made to poor
African communities often end up in private pockets of leaders of such com-
munities is a reality of which African governments cannot claim ignorance.
Yet, they continue to contract loans for politically poignant projects. As most
loans are contracted for political rather than economic reasons, what out-
come can we expect in terms of economic progress? Can we hold the WB or
other international institutions accountable for loans legally contracted for
purposes of economic development but dispensed by local authorities based
on politics?

Again, the issue of poor leadership comes up. African governments, civic
coalitions, NGOs, gender and community development activists, and other
groups all bear responsibility for the present state of African affairs. They
all understand how funds generated either locally or internationally, for
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development in Africa, are often diverted to servicing external debts, or sim-
ply to oil the wheels of corruption.32 These local bodies therefore owe the
continent a duty to mobilize local resources in a way that would, at the least,
reduce dependency on foreign donors. The WB is sometimes described as
a “fashionable” institution that is currently interested in providing a skilled
workforce for a postindustrial economy. Most African nations, as frequent
recipients of WB loans, are among the bank’s most valued costumers and
should be more concerned with establishing local procedures that would
enhance greater participation in a knowledge economy.?3

To help promote Africans’ participation in a knowledge economy, critics
probably need to spend more time on the crucial issue of self-help in Africa.
They need to understand that international agencies are aware of the weak
administrative structures in Africa and that some of the conditionalities we
find unfavorable are actually designed to help keep development projects
focused. For instance, if country A contracts a loan to purchase comput-
ers for its senior high schools, it is the ethical obligation of governments
to ensure that that money is used to buy the computers and not to pay off
debts owed to country B, much less spent on an independence day cele-
bration of recipient country A.3% It is to ensure, then, that funds are used
for their intended purposes that financial institutions like the WB attach
conditions that would compel borrowing nations to remain faithful in the
administration of loans and I contend that such interventions are correc-
tive rather than exploitative, given existing patterns of leadership in Africa.
This is probably why funding agencies may put stricter conditions for loans
to African nations as opposed to more liberal loan terms for other borrow-
ers like China. The fact that lenders sometimes send their own experts and
equipment purportedly to help execute projects for which they have made
loans should be seen not only as exploitation, because the high cost of for-
eign labor and other inputs may consume virtually all of the funds for the
project, but as a response by the lenders to the poor leadership and weak
human resource base of the borrowers, and perhaps even an expression of
a general lack of trust in their clients. In order to benefit from better loan
conditions, we need a change of image. It is our leaders who do the paper-
work for loans, and only they can reject loans with unfriendly terms. But
those who are led also have a crucial role to play. That is, the grassroots
can help or even compel governments to reject loans that do not benefit
the people of Africa. Of course, we must be cautioned that change, whether
top-down or bottom-up, comes with some discomfort.>> Having to adapt to
new ways of doing things inevitably creates uncertainty, fear, and anxiety,
and Africans must overcome such challenges. Appropriate loans from exter-
nal sources can help, for example, to expand economic capacity. However,
African nations need responsible leaders, and selfless citizens, for the real-
ization of such progress.
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Conclusion

In this chapter, I have shown that Africa has the potential for development,
but the development challenges facing Africans are many: ineffective lead-
ership, poor governance, weak workforce, poverty, conflict and insecurity,
and more. These problems, which have persisted over many years, have
tended to bring development in most parts of the continent to a stand-
still. The chapter has shown that Africa’s seemingly deplorable state has
resulted in a kind of addiction to external aid that helps create or rein-
force misrepresentation and negative stereotypes. Such misinformation
affects Africa’s credibility in the global market, and the African people
alone can work together to correct it by changing the underlying dynam-
ics. We have seen that Africans, at home and in the diaspora, need to take
up the challenge of ensuring that discussions on educational and develop-
ment issues reflect an accurate image of the continent. African leaders,
and their people, must be retrained to work for peace, development, and
the good of society. Such changes would ultimately eliminate the worst
misconceptions and stereotypes, extend African development opportuni-
ties to attract greater foreign investment, and increase external trade and
interdependence. The chapter has emphasized that although foreign aid
is crucial in sustaining economic activities in Africa, providers of such aid
must be positioned and seen as partners to their African recipients, and
should not be misrepresented and misunderstood as leading develop-
ment in Africa. Once Africans and their leaders bear the responsibility for
their own economic transformation by engaging in selfless local revenue
mobilization initiatives throughout the continent, they would certainly be
less dependent on foreign aid. They would then be respected and recog-
nized as participating meaningfully in a knowledge economy, for “the West
respects Japan, Hong Kong, China and Taiwan today because these coun-
tries did not wait for the advice of the white man to jump into their own
style of modernity. Africans, too, must find their own way in the modern
world”—the world of global business and interdependence.3°
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Renewable Energy,
Migration-Development Model, and
Sustainability Entrepreneurship

RuBIN PATTERSON

Introduction

In this chapter, I attempt to illustrate and examine a plausible development
strategy for Africa with the novel integration of discrete literatures that have
not received much scholarly articulation. These literatures focus on renew-
able energy, the migration-development model, and sustainability entre-
preneurship. There are multiple reasons why the global economy needs to
move from use of fossil fuels to embrace renewable energy sources, but the
importance of this move is even greater for Africans. This chapter focuses
on the innovation and commercialization of renewable energy sources in
Africa as a strategic means of protecting the environment and transforming
the economy. Since innovating and commercializing renewable energy is far
easier said than done, a concrete strategy is needed to help pioneer a new
paradigm of energizing economies, particularly for nations as poor as those
on the African continent. The strategy formulated below, which is intended
to help Africa lead the way with targeted renewable energy innovation,
involves the migration-development model (MDM). This model was utilized
by European nations early in the twentieth century and by Asian nations in
the later 19oo0s around different industrial endeavors. I argue that Africans
can begin to apply this model around renewable energy and other green or
eco-industries. Finally, I contend that sustainability entrepreneurship should
be the thrust behind the migration-development model in the African con-
text today. Sustainability entrepreneurship is a concept whereby Africans in
the diaspora who have amassed human, economic, and social capital can
invest some of it back into the continent in support of green economic activ-
ities. Such a strategy allows diasporic Africans to “do well by doing good.”
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All nations place stress on environmental protection just as all nations
are affected by climate change. However, the people who have contributed
the least to climate change suffer more from its ill effects, while those who
have had the most anthropogenic impact on the climate suffer the least
due to their higher level of infrastructural development.1 For this reason
alone, Africans have an incentive to support a global shift toward renew-
able energy sources in order to lessen the droughts, floods, reduced agri-
cultural yields and seasonal declines, and increased diseases that all are
intensified on the continent in large part by fossil-fuel-induced changes
to the environment. In addition to this, major economic gains will accrue
to those nations that pioneer the new renewable energy technologies.
At present, no nation has a lock on these technologies, or a substantial
depth of experience vis-a-vis other nations with regard to their develop-
ment. While doing so will be challenging, Africans can possibly seek and
hold a pioneering position in the utilization of green technologies, and
thus gain economically, rather than pursue direct competition with more
advanced nations in basic industries such as steel or in digital industries
such as semiconductors and computers. The idea of Africa being a leader
in renewable energy industry sectors in the next decade or two is about as
believable today as was the idea in the mid-1960s of South Koreans being
leaders in consumer electronics by the 1980s.? It is possible for African
nations to contribute to the development of renewable energy technolo-
gies and be among the early adopters, which would help to transform Afri-
can economies and the quality of life of Africans.?

It is no secret that Africans lack the higher education infrastructure to
produce the highly qualified, technically oriented individuals to drive green
innovation. However, many Africans in the diaspora not only possess the
requisite human capital to engage in the research, development, and com-
mercialization of twenty-first-century eco-industrial technologies, but some
of them have also accumulated significant economic and social capital from
their years of working in high-tech institutions, universities, and R&D labs.
A stratum of the next generation of African technologists on the continent
can migrate to countries that are at the forefront of eco-industrial innova-
tion in order to learn while helping to pioneer these technologies. Such an
exercise of using migration as a tool of development was undertaken by sev-
eral Asian nations in the late 19oos, a strategy that was itself modeled by
several European nations earlier that century.

Nationalistic appeals for Africans to pursue such an agenda primarily if
not exclusively for the development of the homeland are unlikely to suc-
ceed. Nevertheless, African governments can work to provide enabling envi-
ronments and welcoming incentives for future sustainability entrepreneurs.
Sustainability entrepreneurs are compensated for devising new means of
providing services and meeting human and societal needs in an ecologically
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friendly manner. Several technologies that sustainability entrepreneurs are
developing and deploying on the continent, which benefit both society and
themselves economically, are discussed below.

Fundamentally, sustainability entrepreneurship involves identifying new
opportunities to remediate environmental degradation or launch eco-
friendly productive enterprises through innovative strategies. The driving
impetus can be for either profit or social impact—or both. Sustainability
entrepreneurship can be a vehicle for mobilizing diasporic African talent
and capital for the advancement of the renewable energy industry in Africa.
The integration of all three factors—innovation in developing renewable
energy sources, application of MDM, and involvement in sustainable entre-
preneurship—will help prepare African nations more successfully to engage
the quickly transforming, complex global economy.

Industrialized Western economies have long relied for their prosperity
on the unsustainable use of raw materials and energy resources from lesser
developed countries. Relevant also are the huge “investments in power
plants, pipelines, factories, dams, and highways to more efficiently serve
the burgeoning consumption needs of those at the top of the [global] eco-
nomic pyramid.” Multinational corporations are giving new attention to
the more than three billion people in the world—nearly one-half of human-
ity—who survive on no more than $2.50 per day.® To put a finer point on
this statistic, the world is growing by approximately one hundred million
people a year and nearly go percent of that growth is occurring in the global
South.% Without strategic plans to convert those largely third world seques-
tered poor people into customers in a global market, corporations are likely
to miss growth opportunities in the coming decades. Without incubating
and commercializing “the disruptive technologies of tomorrow that leapfrog
us toward a more sustainable world,” humanity is unlikely to succeed in the
coming decades.” C. K. Prahalad makes a persuasive case:

If we take nine countries—China, India, Brazil, Mexico . . . [Nigeria], Indone-
sia, Turkey, South Africa, and Thailand—collectively they are home to about g
billion people, representing 70 percent of the developing world population.
In PPP [purchasing power parity] terms, this group’s GDP is $12.5 trillion,
which represents go percent of the developing world. It is larger than the GDP
of Japan, Germany, France, the United Kingdom, and Italy combined.®

The only way to satisfy the needs and aspirations of one-half of human-
ity—people who have received few benefits from the industrialization we
have known to date—with affordable goods and services without accelerat-
ing environmental destruction is to progress into clean technologies that
mimic rather than dominate nature.? Additionally, “if an industry or a firm
finds the ‘sweet spot’—meaning the right business model and the right
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combination of products and services—these markets could have explosive
growth.”10 The diasporic Africans living in advanced countries who work in
green technology fields have a crucial role to play. Not only can they help
advance tomorrow’s disruptive technologies, but they may also possess an
empathetic understanding of the context of the African market (or at least
this sentiment could be cultivated) that could shape how they design, manu-
facture, or deliver goods and services.

Over the past few years, I have researched and published ideas related to
those in this chapter—namely, the migration-development model and eco-
industrial advancement in Africa.!l! In building on that previous research, I
traveled to India to interview and interact with government officials in the
Ministry of Overseas Indian Affairs (MOIA) in February 200g. While Indi-
ans form one of the world’s largest diasporas, the government of India has
only recently attempted to leverage that community to benefit the home-
land in direct ways. The MOIA was created to execute that leveraging of
diasporic Indians for homeland development. India has learned from other
Asian nations—for example, Taiwan and South Korea—that have applied
MDM over a longer period of time and to great success. Insight gleaned
from those interviews in India informed my subsequent fieldwork regard-
ing the African diaspora and renewable energy in South Africa in July 2009
and then a few months later, in October 2009. During the October fieldtrip,
I attended a major renewable energy conference in Johannesburg coorga-
nized by the International Solar Energy Society and the Solar Energy Society
of Southern Africa in which renewable-energy technologists, government
officials with energy portfolios, sustainability entrepreneurs, and others
from more than eighty countries participated. My findings from interviews
with many conference participants on best practices, including methods
of engaging diasporas living and working in countries at the forefront of
renewable-energy R&D, are reflected in this chapter.

Renewable Energy in Africa

Renewable energy currently powers only 14 percent of the world’s econ-
omy. Fears of Peak Oil (i.e., oil exhaustion) and of fossil-fuel-induced cli-
mate change, conjoined with perhaps overexuberant anticipation of an
abundance of jobs in renewable energy and other parts of the burgeoning
green sector, suggest that renewable energy as a percentage of global energy
usage will continue surging at the expense of fossil fuels. On the whole,
this could be hugely beneficial for Africans. Despite the fact that Africans
contribute less than 2 percent of global carbon emissions, they suffer dis-
proportionately from the ill effects of fossil-fuel-induced climate change.
Such ill effects are manifested in more frequent, more intense, and longer
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duration droughts and floods, which in turn undermine agricultural out-
put and increase waterborne diseases and malaria.!?> Many people in African
oil-exporting states such as Nigeria, Angola, and Equatorial Guinea will be
disappointed about such energy-source shifts, but on the whole, the changes
will likely be to the continent’s advantage, not only ecologically and biolog-
ically but also economically. As the world transitions to renewable energy
platforms, the question is whether Africans will have the imagination, the
will, and concrete strategies to lead in some specific areas.

Renewable energy sources/technologies include solar thermal, solar pho-
tovoltaics (PV), biofuels, windpower, geothermal, and wave power. These
can be divided into old and new. Old renewable energy sources—namely,
biomass and hydropower—are those that have been around for quite some
time and do not depend on advanced science and technology (S&T). In
terms of old renewables as a percentage of total energy sources, most devel-
oping countries have a much higher ratio of renewables to fossil fuels than
do the industrialized nations. As one study points out, “About go percent
of worldwide biomass consumption for energy purposes takes place in non-
OECD countries. In some African countries, (traditional) biomass accounts
for over go percent of total energy consumption. Thus, the share of renew-
able energy in non-OECD countries is almost four times higher than in
OECD countries.”!3 Unfortunately, the way that biomass is currently used in
the global South is neither “renewable” nor sustainable.

As can be seen in table 5.1, with the exception of the countries of North
Africa, Gabon, Mauritius, and South Africa, Africa is largely unelectrified.
And to the extent that the continent is electrified, electrification is concen-
trated in the principal cities. For just one example, only about 5 percent of
Malians had access to electricity in 2006. In Mali’s capital, Bamako, 25 per-
cent of the population had access, whereas in rural areas the rate of access
was less than 1 percent.14

Overall, only about a quarter of sub-Saharan Africans and one-half of
South Asians have access to electric grids. A lack of electricity translates into,
among other things, an inability to store vaccines, run computers, or study
at night, all of which cripple a population’s efforts to become a major partic-
ipant in the global economy. Another downside of marginal electrification,
particularly in rural areas, is poor health resulting from reliance on biomass
and charcoal cooking. Table 5.1 shows the high percentage of energy sup-
plied by biomass burning in African nations. Every year, over five million
children die from respiratory ailments from accumulated smoke inhala-
tion associated with such cooking. Cooking accounts for the largest use of
fuel wood in Nigeria. Parents desire to have more children, in part to assist
with collecting wood and other chores, but larger families require increased
cooking and thus more fuel wood. New technologies are required that give
people more choices and free up their time from collecting wood so that
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more time and attention can be dedicated to education and other activities
that enhance quality of life.

The electrification rates resemble Africa’s fixed telephone lines connec-
tivity (also in table 5.1) in the sense that the rates are minuscule in compari-
son to those in more developed nations. Just as the cost of massive landline
infrastructure rollout proved prohibitively expensive in most African coun-
tries, so too would the expense of building massive electrification infrastruc-
ture. Additionally, similar to the way Africans are gaining telecom access
through bypassing landlines and progressing directly into mobile telephony,
vast numbers of Africans will only gain electrification through bypassing cen-
tralized fossil-fuel-based grids and going directly to use of renewable energy
sources. The only question is whether Africans will be among the pioneers
of such technologies, very early adopters, or late adopters.

Some renewable energy technologies, such as solar cookers and biogas,
are operational today that bring power to rural Africans for the carrying out
of the aforementioned simple, yet crucial tasks without harming their lungs.
Solar cookers are often essentially parabolic mirrors that concentrate solar
thermal energy at a focal point where pots are located. With these cookers,
water can be boiled in a few minutes, rice can be cooked in twenty minutes,
and chicken can be fried in about the same amount of time as with natural gas
and electric stoves.!% Solar cookers are an improvement in that since they are
not based on fossil fuels, they neither result in carbon emissions nor harm the
health of cooks and other household residents because they create no smoke.

Although prices of solar cookers vary considerably, such appliances can be
obtained for around $300 and have a lifespan of about ten years. Solar cook-
ers are an “appropriate technology” product that are somewhat simple to
build and that require minimal training for potential users to operate. Solar
cookers also contribute to employment through production, distribution,
training, and repair. Bangladesh expects to create 100,000 new jobs from
training local youth and women as certified solar technicians and repair spe-
cialists. India plans to create 150,000 jobs as a result of replacing inefficient
biomass cooking stoves in nine million households.!6 If India were to scale
up this operation to meet the vast energy needs of its population, millions of
new jobs could be created. For only about thirty dollars a year, it is possible
to improve the environment, the health of citizens, the local economy, and
jobs prospects through solar cookers.

Biogas is another decentralized energy source that is ideal for rural Africa.
The technology converts cattle dung, chicken droppings, and human body
waste into energy to power electric devices. An important study done in Uganda
determined that the following factors cause “the probability of a household
adopting biogas technology” to increase: “decreasing age of head of household,
increasing household income, increasing number of cattle owned, increas-
ing household size, male head of household and increasing cost of traditional
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fuels.”” A biogas digester system may cost approximately $700. Biogas digester
technologies are still evolving, and Africans’ contributions to the development
of this technology have been somewhat minimal to date.

Although solar cookers and biogas technologies are more affordable,
solar photovoltaic technology is also a major potential supplier of energy
for rural Africa. Many African nations have entertained the notion of pro-
moting the distribution and deployment of solar PV, particularly for rural,
off-grid applications, but few have had much success. Cost has partially been
a factor, but so too has the lack of sufficiently trained specialists for main-
tenance and repair. A kilowatt system installed might cost several times the
household income in rural areas. Ironically, unless proper attention is given
to the matter, plummeting PV prices could potentially pose a problem for
Africans. The problem would be that, as prices drop to thresholds of afford-
ability and a cost rivaling heavily subsidized fossil fuels in core and semipe-
ripheral countries, those countries could commence to incorporate more
PV supply in their energy portfolio while many African countries might not
since their affordability level is significantly below that of core and semiper-
ipheral nations. During that period when other nations would begin to rely
more on PV energy, both on-grid and off-grid, African nations would still
be waiting on PV prices to decrease to their level of affordability. We wit-
nessed this phenomenon with the emergence of mobile telephones for the
third world, but fortunately, once prices began tumbling, they fell somewhat
quickly to levels affordable in developing countries, including Africa. Those
nations of the global South that had the leadership, imagination, and con-
crete strategies for migrating from a sparse landline network to a national
mobile platform were among the early adopters and greatest beneficiaries.
This potential problem underscores the necessity for Africans to position
themselves through the migration-development model and sustainability
entrepreneurship to help drive renewable energy innovation.

Renewable energy is presently a minor factor in the total global energy pic-
ture, but it is likely to become the principal source of energy to power the global
economy. Table 5.2 shows the low contribution of renewable energy relative to
fossil fuels in the United States. Only 6 percent of total energy supplied in 2007
was from renewable sources.”® Among the renewable sources, 47 percent was
from biomass and 45 percent was hydroelectric. At some point in the future,
the ratio will qualitatively change in that renewable energy will be the dominant
energy source and fossil fuels will be a minor bit player. Governments in the
global North as well as in China and Brazil are ramping up their R&D funding
in renewable energy. Additionally, renewable energy is the fastest-growing area
for global venture capitalist commercialization.!” If Africans hope to become
pioneers in some aspects of renewable energy and be among the early adopters,
they would have to insert themselves with urgency into the middle of this fer-
ment of research, development, and commercialization.



Table 5.2. Contributions of fossil fuel and renewable energy supplies (2007)
in the United States

Energy supply Percent

Fossil fuels

Petroleum 40
Natural gas 23
Coal 23
Nuclear energy 8

Renewable energy

Biomass 2.82
Hydroelectric 2.70
Geothermal 0.30
Wind 0.12
Solar 0.06

Source: Roger Bezdek, Renewable Energy and Energy Efficiency: Economic Drivers for the 21st Century
(2007), http:/ /www.greenforall.org/resources/renewable-energy-and-energy-efficiency-economic.

Table 5.3. World consumption of primary energy

1973 2004

Fossil fuels Percent Fossil fuels Percent
Oil 45 Oil 34.3
Coal 24.8 Coal 25.1
Natural gas 16.2 Natural gas 20.9
Nuclear 0.9 Nuclear 6.5
Renewable energy 13.1 Renewable energy 13.2
Biomass 11.2 Biomass 10.6
Hydroelectric 1.8 Hydroelectric 2.2
Geothermal, wind, solar, Geothermal, wind, solar,

and other 0.1 and other 0.4

Source: Roland Wengenmayr and Thomas Buhrke, Renewable Energy: Sustainable Energy Concepts
Jor the Future (Weinheim, Ger.: Wiley-VCH, 2008).
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What is perhaps the most striking revelation from table 5.4 is how little
change is evident between 1974 and 2004 in terms of movement away from
fossil fuels to renewable energy. The Obama administration is calling for an
energy portfolio that includes a 25 percent share from renewable energy
sources.?’ Among renewable sources, the vast majority was from biomass in
both 1979 and in 2004. China’s allocated “stimulus spending” for renew-
able energy in 2009 was $221 billion, twice that of comparable US spending.
Governments, venture capitalists, and global corporations are now rushing
to gain leadership footing in renewable energy. None of the advanced econ-
omies, including that of the United States, can afford not to be energetically
seeking to be a pioneer in this sector. Those countries with a lower renew-
able energy supply face prohibitive costs as great as those of companies that
produce substantially more pollution than their counterparts. Pollution rep-
resents wasted materials and energy that companies spent money to pur-
chase but that did not go directly into the production and distribution of
goods and services. A competitor that cuts out pollution at various stages
in the production and distribution cycle gains a cost advantage over those
paying for wasted resources. Considering that some form of global cap-
and-trade regime could come into existence in the future, many advanced
economies and global corporations have added incentives to advance with
renewable energies to be in a position to avoid extra financial penalties for
CO, emissions.

The Role of the African Diaspora: Applying the
Migration-Development Model

Presently, Africans contribute marginally to renewable-energy research,
development, and commercialization. This comes as no surprise, on the one
hand, in light of the low rates of general college graduation and even lower
graduation rates in fields of science and technology in Africa. On the other
hand, new African immigrants into the United States have higher college
graduation rates than other US immigrants and Americans in general.?!
Although African immigrant concentration in S&T fields is nowhere close
to the levels of Asian immigrants, it is clear that African scientists and engi-
neers are primarily trained at advanced levels in the United States and other
developed nations. Furthermore, the overwhelming majority of African
universities lack the capacity to provide state-of-the-art graduate training in
science and engineering, which means Africans would have to study such
curriculums in core nations.

This process is not unlike situations in some western European nations—
such as Italy, Switzerland, and Ireland—rvery early in the twentieth century
and in some Asian nations—such as India, South Korea, and China—much
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later in the century. They too, decades earlier, lacked the academic infra-
structure as well as the cutting-edge industrial capability to provide state-of-
the-art graduate education and training in science and engineering. After
such diasporans developed the requisite human, economic, and social capi-
tal, some of them invested a portion of this capital back into their homeland.
Some countries were more skilled at and committed to courting diasporans
in core nations who possessed this type of advanced capital that was in short
supply and for which there was a tremendous need in the homeland.

Nations such as those cited above recognized the need fairly early on and
stuck with the pursuit of those diasporans so that their accumulated capital
in the core could be leveraged on behalf of homeland development. In the
case of most African countries, there was a recognition in the early stages of
independence that intellectually talented fellow citizens would have to be
sent to the erstwhile colonizing nations for advanced study since the colo-
nial powers judiciously avoided building universities that could immediately
assist with economic development of a postindependent nation. However,
after learning that the stay-rate among African nationals in the advanced
countries would be too high to contribute significantly to homeland devel-
opment, governments began to sour on this migration-development model.
Governments turned against MDM further when a high percentage of
those who returned were predisposed to try to effect fundamental political
changes at home.

Many African governments have now gone full circle in that they are back
to seeking implementation of some form of the migration-development
model.22 Now that African governments are poised to move in this direc-
tion, numerous critical scholars around the world and institutions such as
the World Bank and International Organization for Migration (IOM) have
weighed in. They have not only attached their imprimaturs to the migration-
development strategy, but have also contributed to a burgeoning literature.
With more policy-informing research in this area as well as more sophisti-
cated macrolevel data and finer microlevel data available, researchers are
more likely to construct accurate profiles of “typical” migrants as well as poli-
cies to elicit their homeland contributions.

As I stated in an earlier publication, “Sub-Saharan Africans cannot begin
to help pioneer the future ecological economy today without first studying
and working in Western universities, research institutes, and corporations
any more than Asians could have helped in pioneering the information
economy three decades ago without first studying and working in such West-
ern institutions.”?® There is much to do in terms of research and develop-
ment in the renewable energy industry, and Africans can position themselves
to be pioneers through a sort of “green migration-development model,” sim-
ilar to the “digital migration-development model” that worked so well for
some Asian nations, and the “basic industry migration-development model”
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that worked so well for some European nations. Existing hurdles to the fur-
ther development of renewable energy technology include better storage
capabilities, such as achieving lower cost and higher efficiency fuel cells and
PV panels. Since the wind blows only intermittently and the sun does not
shine all of the time, substantially better storage and recall technology of
such energy sources are needed.

These renewable energy technology hurdles bring to mind those that
Gordon Moore had to overcome, which became known as Moore’s law.
Forty-five years ago Moore, cofounder of Intel, proclaimed that the power
of computer chips would double every eighteen months. Sustained R&D
efforts have validated the continual accuracy of Moore’s law; in turn com-
puter advances have been the genesis of the entire information and com-
munications technology (ICT) revolution of the past generation. Silicon
Valley is where most of these innovations occurred, and the advancements
were something of a global effort in that immigrants, particularly from
Asia, contributed. Immigrants both helped to develop the technology and,
by so doing, acquired the human, social, and economic capital to advance
the ICT industry in their homelands. Renewable energy and other clean
technologies represent “enabling technologies” similar to integrated cir-
cuits in that other advanced technologies depend on them. Clean tech-
nologies may encounter the level of exponential growth experienced by
integrated circuits over the past few decades. The proposition advanced in
this chapter is that Africans could conceivably parallel Asians with regard
to clean technologies.

Sustainability Entrepreneurship Can Reinvigorate the New MDM

“Sustainability entrepreneurship” is a recent technological offshoot from
the concept of “social entrepreneurship.” Although social entrepreneurship
was coined thirty years ago, it is just starting to be sufficiently conceptualized
and it remains woefully under-theorized. As for sustainability entrepreneur-
ship, although it is only now being fleshed out conceptually, I will demon-
strate its potential utility in increasing S&T contributions from Africans of
the diaspora in the renewable energy sector. But first, I will briefly discuss
social entrepreneurship.

Generic “entrepreneurship” is traceable to Jean-Baptiste Say at the begin-
ning of the nineteenth century; the French economist discussed a person or
an organized group of persons who undertakes an innovative strategy to cre-
ate new value for customers and profit for the entrepreneurs.24 For another
economist a century later, Joseph Schumpeter, true entrepreneurship was
not about improving the status quo with slight improvements here and
there; rather, it was about disrupting if not totally demolishing the status
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quo and the institutions that support it with the unending “gales of creative
destruction.”?® As capitalist economists of capitalism, Say, Schumpeter, and
their successors have designated entrepreneurship as a universal activity con-
noting market-oriented business practices for private gain. Consequently,
the term “business” was not even needed when entrepreneurship was used
in conversation: in fact, “business entrepreneurship” would be considered
redundant. Since Bill Drayton, founder of Ashoka: Innovators for the Pub-
lic, first used “social” as the adjective to denote a type of entrepreneurship
in 1980, thereby introducing the term “social entrepreneurship,” the idea
has basically been to think in terms of applying the same skills, drive and
determination, creativity, and innovation that entrepreneurs have histori-
cally taken to maximize profits to high-risk activities for large-scale systemic
social change.

According to Roger Martin and Sally Osberg, “The critical distinction
between entrepreneurship and social entrepreneurship lies in the value
proposition itself.”?% That is, the distinction is between the value of engaging
market forces to maximize private profit versus the value of addressing social
needs by maximizing social benefit. With business entrepreneurship, where
profit is sacrosanct, the goal is to innovate products for populations who can
afford them or who at least have access to credit to purchase products and
services now and pay for them over time. Social entrepreneurship, on the
other hand, seeks to innovate products to satisfy underserved populations.
Paul Light sees social entrepreneurs as having the alertness, cleverness, and
determination to strategize and implement a business plan or social agenda
in the following step-by-step progression.?” These qualities have historically
been seen as attributes of business entrepreneurship:

Imagine a new equilibrium

Discover an opportunity

Invent the idea for change

Scale up for high impact

Diffuse the idea

Sustain momentum

Navigate the changing social ecosystem

In a sense, the business entrepreneurship versus social entrepreneurship
distinction is not unrelated to Karl Marx’s distinction between exchange
value and use value.28 Exchange value generates profits for the entrepre-
neur, as a result of innovating products that can be exchanged in the mar-
ketplace with consumers who possess sufficient money or credit. The social
utility of the product exchanged is irrelevant; for example, (1) “pet rocks”
or (2) drugs for erectile dysfunction—so long as they yield greater profit—
can be regarded as generators of greater value than (g) malaria vaccines or
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(4) off-grid renewable energy sources for the rural populations in the global
South. Conversely, use value is measured more in terms of social utility for
the general public, particularly those in underserved locations, rather than
profits for the entrepreneurs. To date, products such as malaria vaccines
or off-grid nonrenewable energy sources have been viewed as territory for
social entrepreneurs as they “only” generate use value, while “pet rocks” and
drugs for erectile dysfunction are potentially targetrich opportunities for
business entrepreneurs since they have exchange value. If Prahalad’s analysis
is correct, corporations are beginning to convert what formerly would have
been regarded as mere use value into exchange-value-laden products. That
is, product categories such as (g) and (4) may gain exchange value based on
an entirely new paradigm of production. All commodities are social prod-
ucts of labor; the principal distinction is whether the labor is organized and
mobilized around production for profit or around satisfying social needs.

Conceptualizers and analysts of social entrepreneurship err in their con-
ception of social entrepreneurship and business entrepreneurship as polar
opposites. For instance, Eleanor Shaw and Sarah Carter define business entre-
preneurship as the process of engaging market forces to maximize private
profit whereas social entrepreneurship scales up and leverages community
support to generate public goods to address unmet social needs.?? Rather
than thinking of business entrepreneurship and social entrepreneurship as
forming a binary opposition, it is more useful to think of them as spanning a
full spectrum of graduated differentiation. On the business entrepreneurship
end of the spectrum, the principal imperative is profit maximization, while at
the other end, social entrepreneurship, the chief impetus is the fulfillment
of social needs. In between these poles are myriad points, differing ratios of
profitseeking to social-needs-addressing enterprises.

It is possible to devise different classification schemes of social entre-
preneurship. Stanford University’s Social Entrepreneurship Institute has
a typological scheme that involves three categories. One category is social
entrepreneurial activities as discussed above but executed in a manner to
generate a profit for the entrepreneurial enterprise. Unlike the traditional
business enterprise, the profit-seeking social enterprise may actually be stim-
ulated by the opportunity and driven to satisfy the needs of underserved
populations. A second category of social entrepreneurship involves social
enterprises that are not profit-seeking yet generate sufficient income to
consistently make social impacts in underserved communities. The third
category of social entrepreneurship, according to the Stanford Institute, is
philanthropic social action to produce profitseeking entrepreneurs. This
third approach stems from the fact that some communities simply do not
produce a sufficient number of individuals with the attributes as detailed
by Paul Light above. Consequently, their economies stagnate on a plateau
with a huge stratum of the population underserved due at least in part to
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a shortage of individuals with entrepreneurial drive, skill, and seed capital,
even when structural blocks are not to blame.

Sustainability entrepreneurship is a specific area of social entrepreneur-
ship where all of the above discussion applies. That is, for instance, the ori-
entation, skill, and ability to create novel value out of scarce resources; the
willingness to take risks; and the determination to innovate and see proj-
ects through to completion, which are all attributes traditionally ascribed
to business entrepreneurs, tend also to be attributes possessed by sustain-
ability entrepreneurs. Different categories or types of sustainability entre-
preneurship exist, such as those identified by the Stanford Institute. Both
social entrepreneurship and sustainability entrepreneurship are concerned
with addressing needs of underserved populations. Sustainability entrepre-
neurship has another dimension in that it sees the entire world as an under-
served community with regard to renewable energy.

Populations in some impoverished countries are in more urgent need of
renewable energy, such as rural populations of the global South. Actually,
humanity as a whole is in dire need of renewable energy to prevent environ-
mental collapse. There are different ways for sustainability entrepreneurs to
participate, including in those ways outlined by the Stanford Institute. Some
sustainability entrepreneurs are doing excellent work around the world with
solar cookers and biogas. This chapter has concerned itself with the possibil-
ities and benefits of identifying imaginative Africans among the pioneering
contributors of renewable energy as well as devising a strategy for targeted
innovation in this vital economic sector.

When the migration-development model was implemented on behalf of
western Europeans and later of Asians, nationalism—though it has ebbed
and flowed over the decades—was a much more powerful force than it is
today. As Seoul, Beijing, Taipei, and other Asian capitals that benefited from
MDM put this strategy into operation, they could appeal more reliably and
directly to nationalist sentiment to move their diasporans on behalf of their
ancestral homeland than African capitals would be able to do today. This is
not to suggest that nationalism does not figure into today’s migration-devel-
opment strategy. Instead, since nationalist appeals to diasporans will likely
be far less effective at stimulating them to make substantial and systematic
contributions to their homeland’s development, other inducements would
likely be necessary to augment nationalist appeals. Opportunities of sustain-
ability entrepreneurship represent such an augmentation.

Conclusion

On the whole, individuals want to see their homeland succeed. A homeland
that is held in high esteem globally or that is clearly ascending in the world’s
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economic order has a range of benefits, extending from ephemeral pride to
material gain. Rightly or wrongly, individuals are judged based not only on
their individual merit and character, but also on their ethnic and national
heritage, and on the status of their homeland in the global hierarchy.?’

In many respects, this is what the migration-development model is all
about. That is, MDM is based on the assumption that individuals will largely
be inclined to contribute to the development of their respective homelands
when it is possible to do so without being too costly. In the twentieth century,
certain European and Asian nations alike progressed through the applica-
tion of this migration-development strategy. I have posited that an African
transnational community—that is, those on the continent and in the dias-
pora—can similarly work together strategically so that they, too, can experi-
ence transformative development.

Africans may be centuries behind established economic powers such as
the United States in basic industrial sectors and even decades behind newly
industrialized powers such as South Korea in the ICT sector, but Africans are
only a few years behind “leaders” in the nascent green or eco-industrial sec-
tor. Although green technologies generally subsume and embody previous
technologies, they represent a paradigm shift; therefore, becoming a leader
in this sector does not require leadership experience in previously reigning
technologies. The Asian experience is particularly instructive in this respect
since although nations such as Taiwan and South Korea missed out on the
first wave of the Industrial Revolution, because the Information Revolution
represented a marked paradigm shift, they were nonetheless able to gain
leadership positions in key information communications technologies.

Applying this model to Africa in the present involves focusing on the next
paradigm shift, namely, the ecological revolution. Diasporic Africans who
already work for institutions in countries where research, development, and
commercialization of green technologies are presently occurring have an
indispensable role to play—according to the migration-development model.
Additionally, the role of the next generation of technically oriented African
intellectuals is also vitally important. African states and technology firms as
well as diasporic community leaders would have to perform roles similar to
their Asian counterparts a half century ago and similar to their European
counterparts a century ago.

As a reflection of the key technological revolution, venture capital,
and economic focus at the time, many Asian technology entrepreneurs a
few decades ago concentrated on information technology with regard to
circulating capital from their diasporic location to their homeland. Over
time, the information technology gap was diminished. For Africans, the
technology entrepreneurs may likely concentrate today on green tech-
nologies, especially those involving renewable energy sources. As a result,
African governments and diasporic leaders could help produce legions
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of sustainability entrepreneurs. In this chapter, I noted that sustainabil-
ity entrepreneurs are compensated for devising new means of providing
services and meeting human and societal needs in an ecologically friendly
manner. I discussed several technologies that sustainability entrepreneurs
are developing and are deploying on the continent, which benefit both
society and themselves economically. Finally, I have postulated a novel and
plausible twenty-first-century African development strategy for examina-
tion. The postulated strategy models related strategies of twentieth-cen-
tury Europeans and Asians under comparable circumstances. Adjustments
in the analysis are made for differences in historical circumstances, hierar-
chies of power, and emerging technologies.
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Transborder Labor
Liberalization and Social Contracts

Karen E. Bravo

Introduction

The transnational labor market is characterized by the illegality and tem-
porariness that is assigned by states to mobile and would-be mobile human
providers of labor. The globalized transnational economy demands and
stimulates the movement of labor from one domestic economy to another.
However, individual nation-states’ immigration laws that seek to barricade
domestic markets from the entry of transborder labor suppliers and the
near silence of multilateral trade law create obstacles to such movement.!
The disjuncture and disequilibrium between international trade law and
domestic immigration law foster illegal movement across borders and result
in the vulnerability of human would-be mobile labor providers to trafficking
and other forms of exploitation.?

The failure of states to liberalize labor as part of the multilateral trade lib-
eralization project stands in stark contradiction to the liberalization of other
fundamental economic inputs, thus undermining the vision for a globalized
world. The contemporary model of globalization is facilitated and, in large part,
stimulated by multilateral trade liberalization.® The trade liberalization begun
at Bretton Woods—enhanced by successive rounds of negotiations, and to
which much of the world is now committed—is focused on lowering barriers
to the movement of goods, capital, services, and ideas.* That liberalization of
the movement of inputs and products, according to trade theorists and sup-
porters of free trade, stimulates efficient, competitive, and productive economic
activity that will, ultimately, accrue to the benefit of all participants. However,
the liberalization of labor (and the consequent movement of human beings) is
a neglected and often feared aspect of multilateral and regional trade liberal-
ization policies and agreements.” Individual human labor providers seeking to
exchange their labor for value confront state barriers to their movement.
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Domestic social contracts, to the extent that they exist, are subject to the
pressures of transnational economic forces that have altered, fundamentally,
the existing contracts between, for example, labor and capital.® Concepts
of distributive justice require democratization of access to the benefits of
trade liberalization. To the extent that individual nation-states’ domestic
laws demand that labor be rendered immobile or that mobile human labor
providers be punished for transgressing the laws created to ensure their
immobility, labor is denied full access to the benefits of trade liberalization. I
propose that the path to the framing, implementation, and enforcement of
a global social contract that protects labor is to liberalize labor from some of
the nation-state constraints to which the transborder labor market is subject.
Labor is hampered in its ability to operate in the global sphere, with a con-
sequent negative impact on its ability to transpose domestic social contracts
to the global sphere or enforce them there, or to enforce those global stan-
dards, such as International Labor Organization (ILO) conventions, that
already exist.

The conflicts between the international human rights conception of
humans as rights bearers and the multilateral trade regime’s imposition of
legal immobility, together with the immigration law and protectionist view of
the migrant as a threatening profit- or benefit-devouring Pac Man-like unit
creates a societal context that fosters the individual labor provider’s vulner-
ability and exploitability. The solution proposed in this chapter addresses the
following systemic tensions: (1) the gap between the rhetoric and the reality
of trade liberalization undertaken thus far through multilateral and regional
international instruments; and (2) the gap in conceptualization between
humans as rights-bearing persons and as economic actors—as consumers and
as labor (an economic input or commodity). The liberalization of labor will
allow human labor providers to compete and collaborate with capital on the
global stage. Global competition and collaboration between labor and capital
are more probable sources of the formation of a global social contract than is
the current framework of international labor standards.

To create a rights-protective equilibrium in the transnational labor market,
I contend that the economic nature of humans—our economic roles in the
global economic system—must be more fully recognized. That recognition
will require that human labor providers must have the right to easily enter
and exit individual domestic labor markets in response to economic stimuli.

The Contemporary Transnational Labor Market

In response to national security threats and economic development chal-
lenges, the immigration laws of many individual nation-states have become
increasingly draconian. Migration scholar Douglas Massey described some of
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the anti-immigration measures: “patrolling the border, castigating employ-
ers who hire unauthorized workers, barring immigrants from social pro-
grams, and limiting the rights of the foreign born to housing, health care,
schooling, and employment.”7 In his 2007 publication Opening the Floodgates,
Professor Kevin R. Johnson characterized US immigration laws as both inef-
fectual and immoral, and called for a fundamental transformation in per-
spective and approach.® In a review of Opening the Floodgates, my coauthor
and I contrasted the effects of domestic immigration laws with the liberaliza-
tion of other factors of production, describing the plight of migrants and
would-be migrants as follows:

In The World Is Flat... Thomas Friedman celebrates the flattening of the
world—that is, the diminution in the importance of borders, geographic
boundaries, time zones, and other barriers to economic activity. The earth is
not flat for would-be migrants, particularly migrants coming from economically
vulnerable countries. In the search for economic opportunities in countries
other than their own, migrants face not only physical challenges of distance
and arduous land or seascapes; they face the barriers of state borders and
restrictive border enforcement.?

Yet, restrictive immigration policies do not successfully constrain the flow
of labor.19 Instead, such policies serve to facilitate the exploitation of the
migrant and would-be migrant, such that entire industries, both legal and
illegal, grow from the lucrative and fruitless border enforcement.!! Informal
African migration to Europe provides a stark example of the labor flows that
exist worldwide in defiance of legal and logistical barriers erected and main-
tained by states.!?

Another key feature of the contemporary transnational labor market is a
two-tier system that privileges skilled labor.!? Nation-states and the owners
of capital support and implement national and corporate policies that facili-
tate the access of skilled labor, while ignoring the needs that would be met
by the liberalization of alllabor.

Despite the imposition of barriers to movement, states, juridical per-
sons, and humans work within the interstices and gaps of the legal frame-
work to supply the transnational labor market through formal and informal
programs, illegal transborder movement, and bilateral agreements and
arrangements.'* However, these means of access are too often narrow and
exploitative exceptions to the rule. Opportunities for exploitation and con-
ditions of inequality are increased in both the formal and informal transna-
tional labor markets as less powerful states transmit their unequal bargaining
status to their nationals.

Both Western and less developed nations participate in an extensive
transborder trade in labor through, among other mechanisms, bilateral
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and multilateral agreements and understandings, some of which are of long
standing. Those trading arrangements, formal and informal, between labor-
rich sending countries and labor-poor host countries, rest upon a central
premise: the human transborder labor provider will always be a creature
(national) of his or her home country. Toward that end, a basic tenet of
these arrangements is that the human transborder labor provider should
never achieve the status nor enjoy the rights of a national of the host coun-
try, and may not demand from the host country the rights and privileges
that come with citizenship.

Outsider status is maintained permanently through the imposition of
temporal restraints and barriers to transformation into, or assimilation as
part of, the host nation’s privileged citizenry. The human labor provider
is intentionally cabined and constrained by dependence on his or her
employer for the continued legality of the former’s presence, retention of
the sending state’s unequal bargaining power and status, and limited access
to the domestic civil rights regime of the host state.!®

Incomplete Trade Liberalization

Through the mechanism of trade liberalization, economic forces and actors
are unleashed, with transnational and global effects. At the same time,
through their refusal to fully implement multilateral trade liberalization and
active construction of barriers, states and some vested interests oppose and
encumber the transnational movement of labor. Throughout the process of
continual trade liberalization, the fundamental and mostly unspoken under-
lying concept of labor as an immobile factor of production (truly analogous
to immobile land) has not been institutionally challenged.!® The multilat-
eral trade liberalization undertaken through the WI'O and most examples
of regional trade liberalization (with the marked exception of the European
Union) have neglected to liberalize labor. That neglect constrains the ability
of labor—that is, individual labor providers and labor acting collectively—to
respond fully to transnational economic stimuli or to participate actively in
globalization as autonomous economic actors.

The failure to liberalize labor is a betrayal of fundamental trade liberaliza-
tion theory as well as of classical and neoclassical economic theory. Pursuant
to classical and neoclassical theory, labor is one of the principal factors of
production.!” Trade liberalization theory touts the welfare-enhancing ben-
efits that are to be gained through removal of barriers to the movement of
both factor inputs (such as capital) and finished and unfinished products or
goods. However, the movement of labor, a fundamental production input, is
ignored. Instead, dominant trade liberalization policy efforts assume, with
little challenge, the immobility of labor as a factor of production. At the
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same time, mass migratory movements by labor providers representing all
levels of skill reveal a deep disjuncture between the rhetoric and the reality
of trade liberalization.!®

The inability of the contemporary trade liberalization project to recognize
and implement labor’s status as an equal factor of production and to deploy
a holistic economic conceptualization of labor undermines the entire proj-
ect. As labor providers may not easily undertake transnational movement
to either exit or enter particular domestic markets, this blind spot in trade
liberalization also hinders the ability of individual states to flexibly adjust
the factor inputs into their domestic economic production in response to
changes in their economies’ demand for labor. Labor liberalization would
allow the unemployed in a labor-rich economy to find employment in labor-
poor economies where employment openings might otherwise go unfilled.
At the same time, a labor-poor economy engaged in labor-intensive produc-
tion would be able to increase the supply of labor through labor liberaliza-
tion polices that welcome the influx of new labor.!?

Further, the failure to challenge the assumed immobility of labor flies
in the face of evidence of the adjustability and mutability of factor inputs
and of comparative advantage. For example, state intervention to adjust the
quality, nature, or characteristics of factor endowments may fundamen-
tally alter an economy’s comparative advantage. Or, economies may adjust
their factor inputs such that, for example, an economy that is rich in labor
but poor in capital may, through the import of capital, shift its position of
comparative advantage toward capital-intensive production. The liberaliza-
tion of labor would enhance the flexibility and ease of adoption of dif-
ferent policies by individual economies, thereby also promoting economic
development. A further result would be more open acknowledgment of
the increasing interdependence of economies in political and economic
discourse and policymaking.

The General Agreement on Trade in Services (GATS), a multilateral
agreement annex to the Agreement Establishing the World Trade Orga-
nization (WTO), does provide, rather indirectly, for some liberalization
of labor. Under Mode 4 of the GATS, a service supplier from state A may
supply services in state B through the presence of natural persons—that
is, the presence of the human labor provider necessary for the delivery of
that service.2? However, the GATS Annex on Movement of Natural Persons,
although it refers to temporary admission of foreign nationals into the ter-
ritory of another WI'O member as part of the business of supplying services
abroad, expressly excludes and disclaims an intent to affect individual mem-
ber states’ domestic immigration laws and any implications of the creation
of rights to access the labor market of individual member states.?! Further,
to the extent that WI'O member states have made commitments under the
GATS, and those limited commitments have been fulfilled, liberalization of
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labor is restricted to highly skilled human labor providers who serve the ser-
vice delivery interests of juridical (i.e., corporate) entities.?? Finally, Mode 4
addresses only the temporary movement of natural persons, leaving the liber-
alization of human labor providers an even more neglected aspect of con-
temporary multilateral trade liberalization.

Regional Integration and Labor Mobility

Regional trading arrangements, which create trade groupings of small
numbers of neighboring member states with greater homogeneity of cul-
tures, economies, and interests, would appear to provide opportunities for
experimentation in this neglected area of the contemporary multilateral
trade liberalization and globalization project. However, with the remarkable
exception of the European Union (EU), states have failed to experiment
with labor liberalization even within the more controlled context of regional
trading arrangements. Instead, state participants in regional trading
arrangements appear to be prepared to contemplate the liberalization of
labor only within the context of a drive toward deeper integration of mem-
ber state economies. And, even within the context of planned enhanced
integration of economies and proposed labor liberalization initiatives, the
implementation of labor liberalization is stillborn—part of a rhetoric that
has not yet become reality.

For example, through the African Union (AU) and subregional inte-
gration units such as the Economic Community of West African States
(ECOWAS), African countries are attempting to emulate the regional inte-
gration success of the EU.? To that end, the AU aspires to implement the
four freedoms undertaken by the EU and deemed central to economic inte-
gration—the freedom of movement of goods, persons, services, and capi-
tal.24 However, despite the rhetoric, little has been achieved toward labor
mobility on the institutional level.?

Some Consequences of the Omission of Labor Liberalization

The failure to liberalize labor distorts the transnational labor market.?
While domestic capital, producers, and consumers are allowed to respond
to increased competition originating from outside domestic state borders,
labor is prevented from freely and fully responding to the economic stimuli
in a productive manner.?’ That is, labor providers may lose their utility in the
production framework of the domestic economy (i.e., become unemployed
or underemployed) because of exposure of domestic producers to transbor-
der competition in goods, services, capital, or ideas. However, labor itself
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is prevented from competing transnationally—that is, labor providers have
limited ability to seek transborder employment opportunities. In addition,
and more importantly, the dislocation of labor from overwhelmed domes-
tic producers who decrease their production levels in response to increased
external competition leads to an oversupply of labor in the domestic econ-
omy. Yet, state-constructed and state-defended borders and other barriers
to entry prevent labor providers from responding productively to increased
transborder economic opportunities.28

However, labor continues to respond to the economic stimuli posed by
the contrast between the economic incentives available in domestic and
transborder markets.29 Massey and his coauthors assert that

in the context of a globalizing economy, the entry of markets and capital-
intensive production technologies into peripheral regions disrupts existing
social and economic arrangements and brings about a widespread displace-
ment of people from customary livelihoods, creating a mobile population of
workers who actively search for new ways of achieving economic sustenance.
Studies consistently show that international migrants [come] from regions and
nations that are undergoing rapid change and development as a result of their
incorporation into global trade, information, and production networks.3

Moreover, the legally enforced immobility of labor and its legally prohibited
movement lead to exploitation of labor in both origin and destination econ-
omies. The oversupply of labor (manifested in increased unemployment
or underemployment) in state A drives down or freezes the wages offered
to state A’s labor providers. The undocumented and quasi-personhood sta-
tus of illegally mobile labor in state B, and not merely the presence of that
labor, facilitates the exploitation of labor in state B and may drive down the
wages of domestic labor there.?!

In addition, the continued and contradictory assumptions about, and
attempted enforcement of, labor immobility allow employers and owners
of capital to interchange (and substitute) capital and labor transnationally
and to “price discriminate” in their payments of compensation to labor
providers trapped in individual domestic labor markets. Manufacturers
and some service providers are able to outsource production to pools of
cheap labor held immobile by the national borders of host states.?? Service
providers whose services must be provided in situ—for example, landscap-
ing, roofing, and house-cleaning companies—are able to access the cheap
labor of the undocumented worker who, due in part to the legal quasi-per-
sonhood imposed by the state, accepts lower wages than does the domestic
labor force.?® Such acceptance of lower wages by the worker who is ille-
gally present exerts a downward pressure on the wages of some other labor
providers in the host economy.?*
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Some Proposed Solutions and Critiques

The disequilibrium in transnational labor markets has not gone unnoticed.
Confronted with the disjuncture in legal regimes and the disequilibrium
in the labor market, together with the consequent exploitation of human
labor providers, particularly migrant laborers, scholars have offered sev-
eral suggestions for change. Those suggestions challenge the disequilib-
rium and propose reforms to address both the economic and the human
(and civil) rights aspects. The proposals for reform include expansion and
enhancement of existing domestic guest worker programs, liberalization of
labor within the context of regional trading arrangements, and expansion
of GATS Mode 4. None of the suggested reforms proffered thus far would
address both the disjuncture and the contradiction between the overarch-
ing legal systems—trade liberalization and domestic immigration laws—nor
do they adequately attack the economic foundations for the exploitation of
individual human labor providers.

Labor must be brought front and center instead of being subsumed into
other inputs into production. None of the proposals for addressing the
transnational labor market disequilibrium attempt to reconceptualize and
implement the role of labor in economic activity. Each of the proposed solu-
tions offers the prospect of increased legal transborder movement of human
labor providers in response to transborder economic incentives, but does
not fundamentally challenge the status quo.

Ultimately, the proposed reforms fall short of addressing the economic
disequilibrium that characterizes the contemporary transnational labor
market; in fact, they offer the prospect of a continuation of the failed con-
ceptualizations of the past. For example, despite calls for enhancement and
expansion of the GATS Mode 4, the GATS is fundamentally ill-equipped to
fulfill the role of liberalizing labor that would be required by the General
Agreement on Trade in Labor proposed later in this chapter. Human labor
must be truly liberalized as are the other factors of production, and that lib-
eralization must include more than the temporary movement of labor. Due to
its internal temporal constraints, GATS Mode 4 is inadequate to the task of
liberalizing labor. As stated by one commentator, the GATS Mode 4 covers
only “a subset of a subset of a subset” of the transnational labor market.3?

The proposed reforms rely on the continued interposition of the non-
omniscient state between the human labor provider and the economic stim-
uli to which that provider attempts to respond. For example, if an expanded
guest worker program were adopted, unilaterally, by each WI'O member
state, the effect on labor might be similar to the effects anticipated from
the coordinated multilateral labor liberalization proposed in this chapter.
However, programs devised by individual nation-states would lack harmony:
the scope of each program would differ, as would the terms and protections
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affecting individual transborder labor providers under the varied domestic
legal frameworks. Furthermore, the proposed expansions of guest worker
programs maintain the structures and mechanisms of exploitation, and
provide inadequate recognition and facilitation of the agency of individ-
ual labor providers. As a result, the existing preconditions for exploitation
would remain.

From the human rights perspective, the constraint of temporariness
counters the autonomy and agency of human labor providers, and is funda-
mentally contradictory to the liberalization advocated here. From a political
perspective, the prospect of renegotiating the GATS and of broadening the
inclusiveness of its provisions is so difficult that it is preferable to aim for
the most effective strategy, even if that strategy may be equally difficult to
achieve.?% Rather than amending the GATS, which addresses only a small
proportion of the transnational labor market, I advocate the difficult path of
enacting multilateral labor liberalization that removes temporal limitations
on the mobility of human labor providers.

Regional labor liberalization solutions will exhibit the trade diversion
flaws of which regional trade arrangements have been accused.?” To the
extent that labor is liberalized within a region subject to a regional trade
arrangement, labor providers who, under a multilateral labor liberaliza-
tion framework, might have been better compensated outside that region
may instead be limited in their ability to seek “legal” economic opportuni-
ties. Further, capital may be attracted to the larger pool of liberalized labor
within the regional trade arrangement to the detriment of equally qualified
and otherwise competitive labor located outside the bounds of that arrange-
ment. Nevertheless, as a second-best alternative in a nonideal world, and to
overcome social and political barriers through the lens of experience, mem-
ber states in regional trade arrangements should be encouraged to experi-
ment with the liberalization of labor.

Why Liberalize Transnational Labor?

Principles of distributive justice should determine the distribution of a
society’s assets. Ideally, both the powerful and less powerful should derive
benefits, and the less powerful should not be made less well-off. The social
contract refers to the terms pursuant to which a society will operate in
exchange for the relinquishment of autonomy by individual participants.
The eminent philosopher John Rawls posited an ideal society in which the
social contract was drawn up by participants under a “veil of ignorance.”
According to Rawls, such a precondition would ensure the framing of rules
of interaction and governance that would be most just for both the powerful
and the less powerful in a particular society.
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It appears to me that the existing domestic social contracts constructed
with the intent of protecting human labor providers have run out of
steam—in their current form, these individual domestic contracts are
unable to withstand the transnational economic forces that assail them.
After industrialization took off in the nineteenth century, and the “work-
ing man” emerged from the peasantry, collective action movements, social
activism, and political processes created various mechanisms aimed at pro-
tecting labor. In essence, through pensions and other contractual benefits,
labor established some ownership rights in the fruits of its economic activ-
ity. Workplace safety laws and other labor protection standards (including
antidiscrimination and other doctrines) operated to adjust the power dif-
ferential between labor and capital. Within the individual national domestic
labor markets, labor providers and the owners of capital carved out their
own social contracts based on the balance of power existing between cul-
tural and historical forces, such that rigid or flexible social divisions and the
acceptance or rejection of authoritarianism, among others, all played a role
in the equilibrium attained between these competing and cooperating pro-
duction inputs.

Although it has achieved such benefits as cheaper consumer goods and
wider consumer choice, multilateral trade liberalization has, by exposing
labor and capital to transborder competition, altered, perhaps irrevocably,
the social contracts wrought within individual nation-states. In the capital-
ist quest for a greater competitive edge, labor has been forced to surrender
many of the contractual rights it had won in the past. The legal protections
that were also essential to the bargain struck between labor and capital are
often inadequately enforced by state authorities, which also have an interest
in bolstering economic competitiveness.

Some critics have characterized this voluntary and involuntary relinquish-
ment of protective mechanisms as a “race to the bottom.” That is, in order
to be competitive within a globalizing world, labor protection standards are
abandoned in order to attract globally mobile capital and all-important jobs.
Pursuant to this view, the glorification of cheapness and competition above
quality and living wages and the failure of the multilateral trading system
to impose global labor, environmental, and other linkage standards under-
mine the social contract created within individual states to the disadvantage
of, among others, labor and the environment.

This horse—mandatory global labor standards—has already left the
barn. The resistance from defenders of individual state sovereignty and
autonomy and the diverse social, cultural, and historical experiences of
nation-states make agreement about and adherence to global standards a
long-drawn-out and nearly impossible endeavor. If a global social contract
that includes prolabor protection mechanisms is to be created, the nature
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of labor’s economic role must no longer be ignored. Like capital, labor
must be liberalized to act transnationally.

Rawls appears to have disavowed a transnational social contract. Accord-
ing to Rawls, as summarized by Samuel Freeman:

Each society has the duty to set up its economic and legal institutions in such a
way that they make the least advantaged among its own members better off than
the least advantaged would be if that society were structured according to any
other distribution principle. But each society does not have a duty to structure its sys-
tem so as to maximize the position of the least advantaged in the world at large. Though
it is a universal principle that is to apply severally, or within each society, the
difference principle is not global in reach, applying jointly to all societies simul-
taneously. To critics of many political persuasions, this seems a peculiar position.
Why should principles of justice be domestically rather than globally applied?3®

Further, Freeman notes that “for Rawls, it is simply not the role of peoples,
individually or collectively, to enforce distributive justice anywhere except
among their own peoples.”®® That is, those outside the territorial boundar-
ies of a particular society are not beneficiaries of the contract forged by its
members, neither as recipients of rights nor as the bearers of obligations
created pursuant to the terms of that contract.

However, this principle of the nonexistence of transborder obligations
toward the furtherance of a just society is inadequate to the contemporary
globalized reality. Reality supersedes Rawls’s ideal world;*” the forces of glo-
balization now are more evident, and the impact of the actions of society
A on societies W, X, Y, and Z cannot be ignored. If the activities within one
society’s economy may negatively affect individuals and groups as well as
the terms of the social contract within the sphere of another country, surely
transborder obligations toward a just society must be recognized. Local and
domestic factors cannot adequately explain the conditions confronting
labor in either developed or less developed economies. The forces of glo-
balization—transborder economic and other trends—are such that domes-
tic governments, standing alone, cannot control the domestic effects on the
existing social contracts. Domestic societies and economies cannot provide
adequate protection for their nationals, including their labor providers.
If duties do not extend beyond state boundaries, there is no obligation to
intervene for the benefit of those outside the borders of a particular society.
However, the reality is that activities within one country’s domestic sphere do
affect individuals in other countries. States often act as if they do have obli-
gations—toward the individuals or groups within a state, if not toward those
states themselves. Principles of global distributive justice demand that labor
be liberalized to act transnationally.
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The Promise of Labor Liberalization

The labor liberalization that I advocate would not commoditize labor in
order to facilitate its increased exploitation in economic activity by other
actors, such as states or multinational corporations. Instead, I propose that
the liberalization of labor within the broader trade liberalization project
would free labor on three levels: First, labor would be liberalized from its
current conceptualization as a mere immobile input into the production of
goods and services. Second, labor would be liberalized from the state border
constraints that have sought to limit its transborder movement and rendered
it more easily exploited.41 Third, labor liberalization would democratize
access to the benefits of trade liberalization by increasing the opportunities
of individual labor providers to seek out the newly created economic bene-
fits. Freed of the constructed state barriers, individual labor providers would
be liberalized to engage in their own decision making and thereby conduct
their own cost-benefit analysis and choice between the utility of movement
or nonmovement to a new employment market.

The conceptual framework underpinning the exploitation of labor rests
on the boundary of the conceptualization of labor and its providers as purely
a commodity (evidenced by, for example, references to “human capital”),
and the accepted wisdom that capital owes very little to labor (evidenced in
developed countries by, for example, movement away from pension plans,
toward mass layoffs, and away from health care plans for retirees). The
emphases on cheapness and efficiency as well as on increasing returns and
on cheaper inputs lead, at the extremes, to the conception of people (not just
labor) as trade object.*?

At the same time, and in contradiction, the absence of a general agree-
ment on trade in labor or the absence of the recognition of such a role
for labor in existing WT'O obligations conveys the message that the interna-
tional trade system rejects recognizing and conferring on labor the status
of a factor of production. That message contradicts the existing economic
reality. The current system allows and facilitates labor’s exploitation as a fac-
tor of production while denying human providers of labor full autonomy to
explore economic opportunity. Labor is conceptualized as subordinate to or
subsumed within the production of goods and services. In order for human
labor to claim its proper place (equal to the other mobile factors of produc-
tion) in the world trading system, and to enjoy the human rights promised
by the international human rights regime (and by some domestic civil rights
regimes), labor must be recognized as a mobile and autonomous factor of
production and liberalized to perform as such.

I recognize the fundamental moral, philosophical, and ethical issue that
labor is not merely a commodity. However, I seek to point out and to provide
a solution based on the reality that while more than a unit of production or
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economic input, human labor providers are also just that—economic units
and production inputs. A holistic reconceptualization and implementation
of that human role is absolutely necessary to the formulation of a global
social contract that is protective of the interests of labor providers.

Some critics have asked whether the trade law regime is inconsistent
with human rights.43 A thorough response to this question is outside
the scope of this chapter, but I identify the gap in conceptualization of
humans under human rights law (as rights-bearing persons) and under
international trade law (as immobile units subsumed in the production
process) as a potential path toward an answer. Neither of these two legal
regimes recognizes or implements the full array of human attributes.
Under human rights law the individual is more than an economic unit, but
it is as an economic unit that human labor providers are conceptualized
under domestic immigration law (often in contravention of human rights
law) and, implicitly, under international trade law.** Moreover, the inter-
national trade system in fact treats and relies upon humans as functioning
economic units—producers and consumers—without explicitly recogniz-
ing and implementing the necessary steps for the economic liberalization
of human labor providers.45

The proposed liberalization of labor would make both the international
human rights and multilateral trade regimes more consistent with human
rights ideals. Labor liberalization will foster the enforcement of human
rights law. Liberalization of the movement of labor will give labor more
economic power—the ability to respond freely and autonomously to eco-
nomic conditions. Further, the right to enter and exit competing domes-
tic labor markets will give labor the economic power of mobility, creating
competitive conditions and market discipline that will increase the recog-
nition and enforcement of labor and other human rights standards. The
power of labor providers to exit individual markets will add substantive
content to human rights in a manner that a static pool of labor currently
is unable to do.46

In addition, transnational labor mobility will fundamentally transform
the relationship between labor and capital. If nation-states are faced with
the necessity to compete openly for labor, that competition will affect the
economic policies of labor-rich states. Faced with the prospect of losing pop-
ulation, such laborrich states may choose reform, and thus more equitably
distribute national resources to the entrenched have-nots and not solely to
the owners of capital.47 Moreover, the declining information asymmetries
will allow labor providers to both learn of and respond to economic condi-
tions, and to avoid domestic labor markets where exploitative conditions,
sexism, racism, and other discriminatory factors are not curtailed.

There is some ironic justice in the proposed labor liberalization solution.
It may produce a flow of labor the reverse of that which occurred during the
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colonial era, which was characterized by the outward movement of Euro-
peans to facilitate the development and industrialization of Western econo-
mies.*® The economic growth of the formerly colonized territories and of
the world economy as a whole demands the liberalization of labor.

Further, movement of labor providers from today’s labor-rich countries
would be less likely to exhibit the exploitative features of the mass labor
movements of the colonial era (e.g., the migration of indentured servants
from India to the West Indies, Fiji, and Africa within the British colonial
empire). Contemporary international human rights and domestic civil
rights law delineate minimum standards of treatment that did not exist
in the colonial era. The liberalization of labor will enhance the legal sys-
tem’s capacity to implement and enforce those minimum standards within
competing domestic markets. The relationship is symbiotic—liberalization
would not enhance prolabor developments in the absence of the mini-
mum standards; without liberalization those minimum standards would
not be enforced.

In order for labor liberalization to be most effective, it should take place
within a context where human rights standards are recognized and enforced.
The mobile individual provider of labor would enjoy the human rights pro-
tections of the applicable domestic and international legal regimes on the
same basis as the domestic labor provider.49

How to Implement Labor Liberalization

The beneficial participation of labor in the process of globalization would
be enhanced by a reconceptualization of labor’s role in the international
economic system. That reconceptualization would include acknowledg-
ment that, within the world trading system, labor should be given status
analogous to that enjoyed by other production inputs, such as capital and
intellectual property. Individual labor providers should be able to freely
trade their labor internationally within the institutional framework of the
GATT/WTO system.50 The negotiation and implementation of a multilat-
eral agreement on trade in labor offers the prospect of achieving the goals
of both human rights protection (combating labor exploitation) and trade
liberalization (more efficient use of economic resources together with wel-
fare-enhancing effects).

This proposal demands no less than a holistic reconceptualization of
labor as having the freedom to pursue economic goals while being pro-
tected by legally effective recognition of fundamental human rights. Nego-
tiation, execution, and entry into force of a “General Agreement on Trade
in Labor” would also demand reform of individual nation-states’ domestic
immigration laws to better reflect economic needs and realities.
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Therefore, reform of the institutional framework of the WTO in further-
ance of goals of global distributive justice would not conflict with Rawls’s
ideas about global justice.51 Freeman notes that

though Rawls doubted the feasibility of a world state, he did not deny that
global cooperation could evolve gradually its own institutions, and that these
might eventually multiply into an intricate and complex network of indepen-
dent institutions with widespread effects upon peoples’ future prospects. I do
not think that anything Rawls says rules out the appropriateness of standards of justice
applying to those cooperative institutions, constraining economic relations in various
ways to the benefit of less advantaged peoples, or perhaps even imposing a principle
of distributive justice were these institutions extensive and pervasive enough.>?

A “General Agreement on Trade in Labor”

The GATT/WTO framework is the most appropriate venue for effectuat-
ing the liberalization of labor. The principle of labor liberalization or labor
mobility might appear to be better addressed under the auspices of some
alternative international regime, such as the human rights regime (e.g., in
view of the recognition of the individual right to freedom of movement) or
the labor rights regime (e.g., through the ILO). However, both have proved
and would continue to prove inadequate to the task of the implementa-
tion of the principle of the liberalization of labor as an autonomous factor
of production in the world trading system. A new “General Agreement on
Trade in Labor” (or GATL) would create a framework for recognizing and
increasing liberalization of labor under the auspices of the WTO. As envis-
aged here, the GATL would be negotiated and adopted as a new Annex to
the WTO Agreement—a multilateral agreement creating obligations for all
WTO members.5?

By advocating a new GATL, analogous to and having equal force with
the Agreement on Trade-Related Aspects of Intellectual Property Rights
(TRIPS) and the GATS Agreement, I reject the dominant conceptualiza-
tion of the role of human labor in the international trading system. I also
reject the piecemeal approach of gradual expansion of Mode 4 of the GATS,
an approach that is inadequate to my goal of unleashing labor to act trans-
nationally and to formulate a new accommodation with capital. The pro-
posal also brings to the fore and gives substance to an attribute of labor—its
transnational mobility—that is key to the formulation and enforcement of a
global social contract that would benefit labor.

The GATL would untether the transnational trade in labor from the con-
straints of Mode 4, including the mandated temporariness of such limited
transborder labor movement as the GATS contemplates.’* It would also
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untether human movement from the constraints of domestic immigration
law that too often lays the foundation for the exploitation of transborder
labor providers. Labor liberalization would provide legal avenues of move-
ment for labor providers who are responding to economic stimuli.

However, there are conceptual, economic, social, psychological, and
political arguments and barriers to the multilateral liberalization of labor.
These arguments are based on fears of the transformative changes, includ-
ing economic, social, and cultural inundation by “others”; downward
wage equalization across domestic markets; and the upheaval of the exist-
ing political balance of power that would result from such a fundamental
undertaking.5?

Harnessing the WI'O

Labor liberalization sits squarely within the trade liberalization raison d’étre
of the WTO. The equity rationale of the GATT/WTO system also speaks
in favor of utilizing the WT'O’s institutional framework to further the lib-
eralization of labor.>® Features of the WTO institutional and treaty obliga-
tion framework such as “special and differential treatment” indicate the
existence of such a rationale.”” As such, the WTO provides an appropriate
framework for the mechanism of labor liberalization—a mechanism aimed
at widely disseminating the benefits of trade liberalization by removing the
mobility constraints on labor’s autonomous activity.

The GATL, as part of the GATT/WTO system, would have the advantage
of the flexibility incorporated within the multilateral trade regime. Within
the overarching obligations and principles negotiated by the member states,
the commitments made by individual members may be tailored to the cir-
cumstances of individual nation-states so as to slow or speed up the transi-
tion challenges anticipated from the fundamental reconceptualization and
liberalization of the role of labor. For example, similarly to the Agreement
on TRIPS and the GATS, a transitional period would be applied to accession
by the WTO’s developing and least developed member states. In addition,
the GATL and its interpretation would be subject to existing GATT/WTO
jurisprudence and to nondiscriminatory criminal and other public order
legal regimes of individual countries.

Furthermore, the GATT/WTO system possesses the power to enforce
through sanctions that is missing from both the international human rights
and labor rights regimes. The WI'O Understanding on Rules and Proce-
dures Governing the Settlement of Disputes (Annex 2 to the WI'O Agree-
ment) offers an avenue for effective mutual enforcement by member states
of GATT/WTO obligations.
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The GATL would include language expressing the commitments of mem-
ber states to the tenet that labor is liberalized to respond to transborder
economic forces and to the obligation to open their domestic labor mar-
ket. The GATL’s recognition of the application of the established nondis-
crimination doctrines that are fundamental to international trade law would
expressly invoke both the national treatment and most-favored-nation obli-
gations.’8 To the extent that the national treatment and most favored nation
doctrines offer insufficient protection to labor, the minimum standards of
existing international human rights and labor law offer minimum standards
of treatment that will strengthen such protection.

Member states would not be obligated to allow the entry of individual
labor providers whom state officials reasonably determine, either as a
result of inspection of their documents or evaluation of other factual cir-
cumstances, intend to participate in illegal or illegitimate enterprises. For
example, the GATL would not require the entry of individual labor provid-
ers destined for industries that are illegal under the laws of the host mem-
ber state. Finally, the recognition and implementation of labor’s role in the
global trading system must be incorporated in the treaty architecture of the
existing multilateral trading regime.

Conclusion

As is clear from the foregoing discussion, the liberalization of labor may
have transformative effects on the current political and economic structure
of participating and nonparticipating states. Equally clearly, however, politi-
cal resistance to such changes is to be expected from national governments
and entrenched interests that fear competition, or loss of power and influ-
ence; some categories of capital that might lose the ability to price discrimi-
nate in compensation rates to labor; and the populations of both origin and
destination-states who fear such changes to their way of life.

Nor would resistance to the GATL be limited to the domestic politics of
individual states. The continuing failure of the Doha Development Round
of negotiations strongly suggests that the WTO, as presently constituted,
may have reached an impasse in the multilateral trade liberalization proj-
ect.” However, it is possible that the member states whose interests have
prevented resolution regarding the agricultural subsidies at the heart of
the Doha negotiation difficulties would adopt different and more welcom-
ing positions toward the prospect of liberalizing labor, which is projected
to benefit both developed and developing countries. Adopting a long-term
view concerning the expected benefits may help overcome this reluctance,
as would a transnational perspective that transcends local and domestic
interests and encompasses global concerns.
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Asante Society and the Global Market

GRrACIA CLARK

Among the many pleasures associated with working with the Asante, a West
African ethnic group in the nation of Ghana, as I have since 1978, is the
way they offer a contrary example to so many common assumptions about
how human societies work. Their matrilineal kinship system still provides a
strong contrast to models assuming paternal power, since the Asante nuclear
family unit features brothers and sisters with their common mother. Duolo-
cal marriage traditions keep many husbands and wives living separately
today, and thus problematize abstract models of household income pooling
in several ways. Asante exceptionalism, however, cannot resolve all the chal-
lenges posed by these contradictions. While their cultural patterns made it
impossible to ignore these unexpected forms, the Asante example draws
attention to parallel dynamics that had often been glossed over in research-
ing more “normal” cultures.

In a similar way, the experience of Asante society with international
trade destabilizes a commonsense model of stable traditional African cul-
tures confronting commercialization and globalization as external shocks
bringing rapid changes foreign to their indigenous values and institutions.
The larger Akan ethnic group in what is now Ghana can claim to be pres-
ent on the world system stage before the birth of capitalism. Regular voy-
ages by Portuguese traders to the fort they had built on the Ghana coast
at Elmina provided Christopher Columbus with an opportunity for train-
ing in long-distance navigation before he set out for the New World in
1492. The gold that gave Elmina its name, and later the slaves from its
famous Door of No Return, played a key part in accumulating the financial
resources that eventually fueled capitalist engines and colonial empires.
Asante was founded around 1700 as a political unit precisely to control
trade routes running from the European coastal forts to the even older
caravan trading system that stretched across and along the Sahara. These
caravans had carried gold, ivory, weapons, and slaves between West Africa
and the Mediterranean since the days of Carthage. Perhaps because of this
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history, Asante people today enter enthusiastically into global networks
with no signs of disappearing, while remaining fiercely attached to a cul-
tural identity that their neighbors emulate.

Over the decades, mature traders located at central nodes of the mar-
ketplace system, like Kumasi Central Market, accumulate significant exper-
tise in the assessment and prediction of trends in globalization. In order
to continue making a living for their families, traders like these must con-
stantly monitor supply and demand conditions in locations ranging from
remote rural villages and urban neighborhoods to shopping centers around
the world. Their career experience has shown them how producers and
consumers respond to a wide range of conditions, including external and
internal shocks, dramatic shifts in the policy environment, and interludes of
stability and expansion. The roller coaster of global economic and political
change, complicated by unpredictable volatility in national commercial poli-
cies, has forced traders to confront and analyze these historical dynamics
with the attention born of desperation.

While the previous chapter by Karen Bravo focused primary attention
on the complexities of the transnational labor market within the context of
nation-state behavior in the era of globalization, this chapter and the sub-
sequent one written by Mary Johnson Osirim shift the focus of analysis to
examine the role of female entrepreneurs in sub-Saharan Africa at the grass-
roots or local level of society. The African women traders featured in this
chapter count as ordinary women within their local community, but their
vantage point on postcolonial transformations in their society and economy
is quite extraordinary. As elderly to middle-aged citizens of Kumasi, they
have been living and trading in the second-largest city in Ghana, which is
also the historic capital of the Asante nation. The oldest were already work-
ing there before 1957, when Ghana became the first African nation to gain
independence from British colonial rule. While Ghana’s national economy
expanded and contracted, these women struggled continuously to keep
their trading enterprises afloat and to raise their children to be healthy
and prosperous. Some succeeded better than others, but each has gained a
unique perspective on the processes of economic and cultural globalization.

A Global Tradition

The attention paid to globalization in social analysis during the last few
decades has added an important new dimension to scholarly understanding
of the transnational linkages that are so significant to local communities in
every corner of the world. It has allowed social scientists to begin mapping
the increasing proportion of social connections and power relations that
are multilocal or global in their operation, whose absence from the map of
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research categories had seriously compromised the accuracy of models of
social and cultural processes. Although this in itself justified the turn toward
globalization, scholars newly aware of global processes also soon realized
how thoroughly they penetrated the most local of contexts. Local communi-
ties also could not be accurately portrayed without sketching in those rela-
tions and institutions with roots or tentacles at the global level. The local
and the global, far from having distinct populations and networks, are so
intimately intertwined that the concept of mutual construction seems more
appropriate than intersection.

While celebrating these highly fertile theoretical innovations, social scien-
tists must keep in mind that it is our awareness of these factors that is new,
not the global connections themselves. Global dynamics of social action and
transformation appear in history long before they appeared on theoretical
radar screens, although the new configurations of such influence are unde-
niable. What is new about these relations is not that they are global but how
they are global. Likewise, the way gender is integrated into global and local
connections takes fascinating new turns, even though gender has always
played an integral part in each status quo and its transformations.

An analogous mutual construction process links the power relations of
gender to those based on class, ethnicity, nation, kinship, and other prin-
ciples of inequality. An individual can only be a member of a nation, an
occupation, class, an ethnic or kin group as a man or a woman (or occasion-
ally as a third gender). Conceptual understanding of this intersectionality
has progressed from metaphors of a layer cake (with one aspect fundamen-
tal) or a marble cake (with mutual penetration of distinct aspects) to some-
thing more like the protons and electrons of an atom, or mass and charge as
attributes of each particle. This mutual constitution means the intimate par-
ticipation of gender in relations along the global/local dimension remains
constant, while it also consistently changes in resonance with other aspects
of the total context.

Jane Guyer proposes an alternative analytical model for West Africa in
her book Marginal Gains that takes this insight seriously.! She argues that the
continual unpredictability stemming from pervasive intercontinental con-
nections shaped a distinctive fluidity and versatility in West African cultural
patterns. The constant exposure to economic and political fluctuations cre-
ated values and institutions capable of constant adaptation and innovation.
They take change for granted and even seem addicted to it as a condition
for flourishing. The Asante and their broader Akan ethnic grouping cer-
tainly confirm Guyer’s interpretation, although it is by no means the only
West African traditional society with commercialization woven into its cul-
tural and social fabric.

The longstanding dominance of marketplace systems in the West
African regional economy challenges the assumption that today’s global
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informalization is a unique and recent process. For centuries, these systems
managed international trade across the Sahara and via the Atlantic coast, a
trade that shaped the economic and cultural institutions of West Africa in
so many ways. Governing leaders were expected to promote the prosperity
of their constituencies by fostering trade, yet successive governments were
often suspicious of traders’ wealth and influence. Besides gathering people
and products destined for export, markets redistributed crops and other key
resources across the ecological boundary between forest and grassland. Sub-
stantial continuities can be traced through today’s markets with the loca-
tions, connections, identities, and trading practices of years past.

Yet, these markets do not simply perpetuate a timeless tradition because
itis all the region’s people know or can imagine. Aspects of Ghana’s markets
that are now firmly entrenched as traditional, such as the “market queens,”
evolved into their present forms at specific historical moments, in response
to concrete economic pressures. The gender and ethnic demography of
trade, the credit and transport patterns in specific commodities, and markets
can all be shown to have changed dramatically, even within living memory.
In fact, the strong networks of traders, organized around shared commod-
ity and local interests, enable them to adapt more quickly and smoothly to
abrupt shifts in commercial policy, food supply, consumer demand, or the
labor market.

In Kumasi, consumers in the 1970s and 1980s were not loyal customers
of open markets because of cultural conservatism or because they were unfa-
miliar with more “modern” grocery and department stores. The more rigid
relationships and procedures of the formal sector, inspired and to some
degree enforced by Western businesses, proved less capable of dealing with
the challenges of contemporary political and economic turbulence. Goods
kept flowing through marketplace channels even when store shelves were
bare. The informal economy maintained its organizational integrity and
continuity while formal institutions were falling apart. Market and street
traders provided lifesaving supplements to the employment, income, food,
and consumer goods that more official or formal sectors of the economy
supplied, but at the same time they constituted highly visible evidence of the
inadequate performance of these “modern” sectors. These paradoxes kept
traders and successive governments at each other’s throat, because neither
could do without the other entirely.

Research Methodology

My study of the international linkages of Ghanaian market traders formed
part of a larger enquiry into economic and other aspects of market life that
began with my dissertation research in 1978 and continues to the present. I
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documented details of leadership practices such as dispute settlement most
fully from 1978 to 1980, during a fieldwork period as a full-time participant
observer and interviewer in Kumasi Central Market. I spent most days with
traders in the market or accompanying them on buying trips to other rural
supply areas or other regional markets. During this time, Ghana was led
by three different heads of state: General Akuffo in 1978, followed by the
brief first term in office of Flight Lt. Jerry Rawlings from June to December
1979, and ending with elected President Hillal Limann, who took office in
1980. These regime changes made possible close observation of interactions
between market leaders and both military and civilian officials. The effect of
price controls and other commercial policy changes on ordinary traders was
also evident in their personal accounts and a sample survey of the central
portion of the market, conducted in 1979.2

Information on historical trends presented below comes from combining
ethnographic and archival sources. Dramatic price control enforcement by
soldiers and police during my fieldwork in 1979 and 1983 (including con-
fiscation of traders’ goods, beatings, and market demolitions) in some ways
forced traders to more openly discuss current and past market conditions.
Older and more experienced traders commented on how these episodes
represented an intensification of police practices they had witnessed inter-
mittently over the past several decades, since they had started trading. Like-
wise, my further fieldwork with Kumasi traders on other subjects up to the
present indicates that the general outlines of group activity remain recogniz-
able, although adapting to the changing political and economic environ-
ment. My search of archival collections at the Asantehene’s Record Office in
Kumasi and the National Archives branches in Accra and Kumasi turned up
petitions from traders to colonial officers and the Asantehene over Kumasi
market disputes, wartime price controls, and market construction and taxa-
tion policies during the colonial period.?

Additional periods of fieldwork in Ghana enabled me to monitor chang-
ing economic and political conditions and their effects on market trade.
Subsequent projects that were related to rural crop processing and women
traders brought me back to Kumasi during 1982-84, 1990—-91, 199495,
1999, and 2006. An International Labor Organization (ILO) consultancy
kept me in Ghana during 1984, when the second government of Flight
Lieutenant Rawlings brought the most intense attacks on traders and their
national marketplace system. Life histories of older Asante women traders,
recorded in 1994—95, revealed especially rich information from market
leaders concerning the first half of the twentieth century. Some elderly
women were able to recall stories from their mothers about times before
the British came. Reorganization of several Ghanaian archives after 1984
made these collections more accessible and brought to light additional
documents related to trade. The already rich historical scholarship on the
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Asante during the precolonial and colonial periods continued to multi-
ply, while over the years my ethnographic record itself became a kind of
historical document. These opportunities for long-term research and the
relatively deep historical record allow the identification of trends in mar-
ket organization and leadership throughout the twentieth century.

The Market Queen

The market woman has been an icon of West African trading traditions in
ethnographers’ and travelers’ accounts since Europeans first began to visit
the Guinea coast.* The self-confidence and group solidarity of women trad-
ers was impressive to visitors partly because it contradicted European gender
stereotypes, although comparable enclaves were not unknown in the Euro-
pean informal sector. The resilience and persistence of traders in the face of
intermittently hostile colonial and national policy initiatives and other dif-
ficult conditions testified to their vital economic role. The same difficulties
generated powerful loyalties among traders to their organizations based on
local markets and long-distance networks.

Markets throughout Ghana were organized along consistent lines when I
began this research in 1978. Leaders and elders provided valuable services
on a daily basis that their members could not easily do without, and orches-
trated responses to serious crises to preserve critical resources. Each basic
group was identified with a single local market, and in any larger market
(and certainly Kumasi Central Market, the largest single market in the coun-
try) the basic units are further specialized by the commodity or range of
goods that its members sold.

The Kumasi Central Market commodity groups generally included the
retailers who had stalls or tables in the market itself, the travelers who
brought goods in from various supply areas, and the wholesalers who
received shipments from travelers for resale to retailers. Instead of under-
mining group solidarity, the linking of these three categories of traders
within one group reinforced that umbrella group’s loyalty by strengthen-
ing its dispute settlement services. This structured internal heterogeneity
meant that most buying and selling transactions took place between trad-
ers answerable to the same leader. Primary competitors also would nor-
mally be members of the same commodity group. Thus, the interactions
most likely to motivate bad behavior or give rise to disputes would take
place between two group members. Traders needed to remain in good
standing with the group so that they could bring their own disputes to its
elders in the future. Refusal to abide by a leader’s decision was taken more
seriously than the original offense, and punished by ostracism or fines paid
to the market queen herself.



Asante Society and the Global Market 155

Market leadership institutions incorporate organizational features from a
variety of models active within the local community, most notably ethnic tra-
ditions. Market commodity group leaders, who were elected by each group’s
council of elders from within their ranks, could be removed by the same
council if necessary. Qualities considered positive in a potential candidate
include her long experience in the market, her good reputation among her
colleagues for reliability and honesty, and her demonstrated skill in settling
minor disputes among her immediate neighbors as an elder. Any influential
connections to the palace, the government, or a political party are legiti-
mate assets because she may tap them later for the group’s advantage.

Commodity groups also selectively incorporate elements of terminology
and procedure from Christian church women’s fellowships, the coopera-
tive movement, and trade unions. The council of elders is also referred to
as the “committee,” with the market queen as president and other mem-
bers appearing as vice president, secretary, treasurer, and sergeant-at-arms,
or “police.” Several of the larger groups had hired a male “secretary” who
kept tactful minutes of meetings, issued membership cards, recorded dues
payments in “passbooks,” and sometimes recorded credit transactions. With
the increase in education levels among younger women, these men are now
frequently replaced by one of the women traders when they retire. Drivers
and butchers (virtually all of whom are male) registered as trade unions,
although most of them were also self-employed. When government poli-
cies favored cooperatives for loans and other assistance, several commodity
groups registered as cooperatives. By 2006, the neoliberal policy emphasis
on entrepreneurship led a few of the more up-to-date traders to call them-
selves microenterprises.

Several of the market leaders interviewed during my initial fieldwork
(1978-80) had lived through the period of political party rivalry in the
1950s, just before and after independence, and most of them did not
remember it as a particularly empowering experience. Each party tried to
get its candidates elected as commodity group leaders when these offices
came open, counting on them to deliver votes from their group members
for the elections that began in 1g51. Each party maintained gangs of young
men, who roamed through Kumasi intimidating supporters of the other par-
ties by assaulting them, blowing up their houses, and the like.? These rival
gangs rioted in Kumasi Central Market in January 1955, and market lead-
ers made highly visible targets. Several of the older leaders mentioned they
had had to leave town for their home villages and hide there for several
years, until the violence died down. These memories discouraged several
market leaders from declaring any party affiliation when elections were held
again in 1979, and even as late as 19g4. Conversely, one elderly Conven-
tion People’s Party (CPP) loyalist cheerfully resumed her place as a com-
modity group leader when the 1979 election of President Limann returned
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the CPP network to power in October, under its new name, the People’s
National Party (PNP).

Under military rule, published rhetoric denouncing market women
became more and more extreme. In newspaper articles and letters, the image
of the poor, hardworking mother trader dropped out of usage entirely, dis-
placed by the evil “market queen.”® She could be a group leader or simply
a wealthy wholesaler, but the government-controlled newspapers and radio
demonized her for her relative success in preserving a reliable income, com-
pared to people who deserved it more: salaried, better-educated (predomi-
nantly male) formal-sector employees. As the Ghanaian economy continued
to deteriorate, real incomes plummeted with no credible policy response.
Official diatribes against traders constructed even ordinary ones as grasp-
ing viragoes responsible for every kind of economic hardship. A letter to
the editor of the Daily Graphic on March 22, 1979, called them “big cheats
and nation wreckers.” Such discourse created an atmosphere that permit-
ted physical repression of traders to intensify rapidly after Rawlings resumed
power with the People’s National Defense Council (PNDC) in 198z2.

Deep Roots for Trade and Intervention

The long history of political manipulation of trade in West Africa lends
legitimacy to contemporary government interventions and recent aggressive
commercial policies. A ruler’s responsibility for promoting the prosperity of
loyal countrymen finds familiar or expected expression in protecting their
commercial interests. Although the Asante were under British colonial rule
for only about sixty years (1898-1957), they drew upon a very deep Akan
heritage of intercontinental trade. Caravans had linked Akans to North
Africa across the Sahara since before Roman times, and these carried Arab
merchants and chroniclers throughout the open grasslands at least from the
tenth century AD.” Portuguese ships first reached the West African coast in
the fifteenth century, making regular trading voyages to Elmina, in present-
day Ghana, and other port towns.

Early Portuguese chroniclers noted that Akans supplied a large part of
the gold, kola, and slaves available, using trading skills and capital devel-
oped in the caravan trade.® Prominent African traders in what is now Ghana
included the Akanny, who organized a tight network of diasporic communi-
ties in towns throughout the area, with parallels to the Hanseatic League, still
powerful then in northern Europe, or the Aro-Chukwu financial network
in eastern Nigeria, organized around shrines.? At least until 1700, African
local authorities tightly regulated and taxed trade, protecting the trading
position of their citizens and playing different European nationalities off
against each other as these jostled for exclusive access.!” Long after coastal
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chiefs lost the power to forbid direct trade between European and inland
traders, wealthy local intermediaries still provided essential services as credit
references, landlords, brokers, and negotiators. Periodic foodstuffs markets
fed the growing nonfarming population and reprovisioned departing ships
(even with “ship’s bread” baked from local grain). DeMarees’s description
of reserved spaces and commodity specialization in these markets suggests
their organization along the lines of contemporary market groups.

As Akans moved deeper into the forest, they founded Kumasi to control
existing trade routes leading to important market towns on the northern
edge of the forest, such as Salaga and Bonduku. By the eighteenth century,
the Asante Confederacy had coalesced around Kumasi, becoming the domi-
nant imperial power in the region.11 Its chiefs actively manipulated markets
by closing their borders to hostile neighbors, expelling competitive foreign-
ers, and invading uncooperative rivals to force market access. The male
Asantehene and female Asantehemma, along with their major subordinate
chiefs, participated in trade directly, through designated royal treasury offi-
cials who assembled trading caravans, and indirectly, by loaning money from
their official treasuries to prominent private citizens for trade.

The British colonial government promoted the commercial interests of its
own citizens and officials just as openly as the Asante had. They established the
Gold Coast Colony over the first half of the nineteenth century in response to
the petitions and manipulations of British traders reluctant to operate within
anascent Fanti Confederacy. The reorganization of import trading along lines
more favorable to Europeans began on the coast, where the larger European
firms pushed aside the wealthy Africans and independent European traders
during the early nineteenth century.!?> The passbook system replaced them
with more reliably subordinate customers who deposited security with the
firms and took that amount in goods for resale. Passbook holders were often
illiterate women, while ambitious African men preferred the autonomy of the
learned professions as lawyers, ministers, doctors, and bankers.!3

Once they defeated the Asante in 1896, British colonial authorities dis-
mantled the royal border controls and promised safe access for non-Asante
traders and employees. The administration of trade through court officials
and state loans collapsed, and British import-export firms now enjoyed privi-
leged access to services and assets such as military protection, subsidized rail
transport, credit, and prime downtown locations. “Northerners” moved into
Kumasi from Salaga and other caravan towns, extending their connections
to trading networks for “Northern” commodities such as kola, livestock, and
grain. Asante men moved in large numbers into the lucrative and rapidly
expanding cocoa industry, as farmers and brokers outside the marketplace
system. This left market trading within the British colonial boundaries of
Ashanti Region increasingly to women and to immigrant men from the
Northern Territories and farther afield.!4
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Once the British established colonial institutions like barracks, prisons,
and schools, they had a vested interest in keeping food prices low, so as
to save money directly when buying food for these facilities and indirectly
by keeping wages low. During the First and Second World Wars, military
recruitment and training raised market demand for food after first siphon-
ing off young men from the active farm labor force. The rising cost of living
brought demands for wage increases in the military, civil service, and mines.
British colonial authorities tried to enforce price controls in regional capitals
and mining towns (including Kumasi and nearby Obuasi).!® They also inter-
vened openly in the 1940s to protect the market share of the leading British
firms, when wartime conditions had made shipping risky and costly. Import
quotas for individual firms were based on their percentage of trade before
the war. Lebanese, Indian, and US firms had no success arguing for higher
quotas to compensate for British wartime shortages of goods and transport
or postwar rationing. British firms successfully sought higher official prices
to cover their rising costs.!6 In Kumasi, population growth brought a rapid
expansion in the volume of foodstuffs traded, leading traders to found more
commodity groups and organize new wholesale yards.

Nationalist Alliances

The struggle for independence brought a solid and visible alliance between
Gold Coast nationalists and market traders. One of the first collective
actions in the Gold Coast that attracted wide international attention was the
cocoa boycott of 1946-97, launched after world cocoa prices fell sharply
during the Great Depression. The few international firms buying cocoa for
export agreed to divide up the cocoa-producing areas to avoid direct com-
petition between their agents, so nationalists convinced farmers and brokers
to refuse to sell their cocoa.'” The cocoa holdup was so complete partly
because its organizers also boycotted consumer goods imported by the same
large firms who bought cocoa. Market traders who sold these goods publi-
cized and enforced that side of the boycott among the cocoa farmers’ wives
and mothers, whose demands for new lengths of cloth might have under-
mined their resolve. Just such family pressures eventually led laborers and
caretakers to sell their shares of the cocoa harvest, and not return empty-
handed to their villages far to the north.!®

Nationalist politicians defended market traders against British charges of
causing price inflation and directed African economic resentment toward
British authorities and firms. J. B. Danquah, the leading nationalist figure
throughout the 194o0s, praised market women as heroically devoted moth-
ers, hardworking and underpaid.!” Market women returned this support
by collecting and contributing money for the nationalist parties, making
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speeches at their rallies, and mobilizing their market colleagues and com-
mercial contacts to support them.2? Kwame Nkrumah’s CPP continued to
draw on market women among others for financial and political support.

Within a few years of independence in 1957, however, President Nkrumah
had adopted not only colonial price controls but the colonial rhetoric that
blamed selfish, parasitic traders for the high prices of food and consumer
goods, with special condemnation of Lebanese and women traders. Under
Nkrumah’s one-party banner of African Socialism in the 1960s, commercial
policies turned increasingly hostile to independent traders. He national-
ized an existing chain of department stores (a Lebanese-owned, not British,
chain) to found the Ghana National Trading Corporation, which also had
a food section. The most direct confrontation came from the Ghana Food
Distribution Corporation, which sold locally grown foodstuffs at its kiosks
outside markets. The problems its male employees had securing supplies
and avoiding spoilage of fresh produce still drew derisive comments from
women traders in the 198os. “They handled tomatoes like they were plan-
tains. They had to ask their sisters how to trade.” While Nkrumah’s socialist
initiatives never seriously challenged the commercial primacy of the market-
place organizations, they did monopolize public capital and policy support.
Groups considered progressive or modern, including the state enterprises,
trade unions, and business and professional associations, participated much
more than market trade groups in what little political or economic consulta-
tion remained under the one-party state.

Politicians meanwhile retained important patronage connections to the
marketplace system. The sheer numbers of traders and their group cohesion
made their backing valuable for collecting money and turning out crowds
for rallies. Officials enjoying preferential access to imports or manufactures
sold them for cash to the experienced traders willing to retail them openly.
Market stalls, passbooks, and “chits” or notes for allocations of factory goods
and imports made well-appreciated rewards for loyal political supporters,
and also good severance gifts for ex-wives and girlfriends. Traders with long
market careers complained about these inexperienced upstarts who made
windfall profits, but they also cultivated their own relationships with store
managers and police officers through kinship links or regular gifts.

Dr. Kofi Busia and his Progress Party (PP) won the election held after
Nkrumah’s overthrow by a military coup in 1967, and remained in power
from 1969 to 1972. President Busia was a champion of free-market policies,
yet he still felt obligated to prove his good intentions immediately by enforc-
ing price controls and arresting traders. His most famous initiative, the 1969
Aliens Compliance Order, could be interpreted as either attacking or sup-
porting market traders. Although it sparked an exodus of foreign cocoa
laborers, Busia explained that the law was aimed at traders from Nigeria or
Lebanon who had market stalls, or who operated well below the level where
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foreign expertise or capital was arguably necessary. In Kumasi Central Mar-
ket, a number of 1979 stallholders had acquired their stalls and other assets
such as sewing machines very cheaply from foreigners leaving in a hurry in
1969g. Although the expulsion made space for Ghanaian entrepreneurs in
the short run, the Nigerians took their turn at expelling Ghanaians in 198g.

Military Regimes (1972-94)

Despite the contradictions inherent in their situation, or perhaps because
of them, government policy toward market traders stabilized into a cycli-
cal pattern during a series of military regime changes through the 197o0s.
After overthrowing President Busia in 1972, General Ignatius Kutu (I. K.)
Acheampong led the National Redemption Council (1972-75) and the
Supreme Military Council (1975—78). Raiding episodes followed each
reorganization of the governing coalition, a pattern hard to predict.
Attacks on the usual targets would be followed by a period of recovery,
when little attention was paid to the prices and sources of goods. Traders
with sufficient capital could ride out such oscillations by charging a high
enough markup during quiet times to compensate for their losses from
missed workdays and confiscation of their goods. Close family or business
ties to well-placed soldiers also brought timely warnings to stay at home
when a raid was planned.

Kumasi residents and traders reported a more predictable annual cycle
of price control enforcement by 1978. In the fall, after the cocoa harvest
put money in people’s pockets and cocoa exports renewed the supply of for-
eign exchange in the Bank of Ghana, city market stalls filled with new stocks
ready for Christmas shoppers. Around November, there was usually a price
crackdown that lasted long enough for the soldiers to collect some money
and make their own Christmas purchases at the lower official prices. Once
they had finished shopping, the police and soldiers left the markets alone
for the most part, so that others could buy or sell without fear.

The governing elite remained dependent on the continuing viability of
the marketplace system for many unacknowledged services. Without smug-
glers and hoarders, this elite might run short of high-status foods, drinks,
and other luxury goods. The poor might be willing to rebel if they lacked the
minimum level of subsistence goods still available through these markets,
as well as from overseas and local illegal sources. The market also offered
the poorest citizens a means of self-employment that, although underpaid,
defused or at least dampened the time bomb of rising unemployment.
Meanwhile, national leaders continued to deflect blame for the country’s
increasingly desperate economic situation from themselves onto the con-
venient stereotype of the wealthy woman trader. Price controls on imports
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and manufactures remained on the books, always available for enforcement
whenever a display of political bravado seemed called for.

These episodic raids respected another consistent limit: they always focused
on the sections selling cloth and other imports or manufactured goods. Basic
local foodstuffs were not standard enough in quality and quantity to permit the
easy setting of official price levels, and perhaps the nationalist focus on interna-
tional terms of trade had some lingering effect. Those goods listed as “essential
commodities,” which were subject to price controls, were a category of imports
dating from World War II. Traders selling these products had adapted to the
high risk with unusual selling practices that restricted the display of goods and
kept most of the stock at a safe distance. A handful of empty cans on a table
indicated what canned food was available, once the buyer passed inspection.
Another strategy, popular for rice and sugar, was for a wholesaler to hire or
sponsor a retailer with no stall to sell from a metal basin on the ground. These
were always young, strong men and women, who could run away fast when
inspectors arrived. Cloth sellers with stalls in prime locations learned to open
their doors only a few inches, sitting inside in the dark with only a half dozen
pieces. The owner was always away when known or suspected spies tried to buy
something. Several traders said that their nerves could not stand the constant
fear, so they decided to switch to selling local foodstuffs, which after all took up
the majority of the market. Traders who flourished despite the pressure were
reputed to have special protection, whether from family connections, magical
paraphernalia, or sexual relationships (the so-called bottom power).

During Acheampong’s rule, corruption reached levels that even other
military officers suspected was unsustainable. In July 1978, the general was
himself overthrown by Lieutenant Colonel Akuffo, who also arrested other
notorious public figures but did not impose dramatic punishments or fines
commensurate with their gains from corruption. He ordered strict enforce-
ment of existing price controls in July and again in November 1978, main-
taining the episodic rhythm of market raids. His most innovative tactic, a
total currency exchange in March 1979, did target cash-hoarding corrupt
ex-officials and wealthy traders, although arguably sparing those whose bank
connections had stayed current.?! The pattern of episodic price control
raids on imports and manufactures traders persisted as Acheampong was
succeeded by Akuffo in 1978, then Akuffo by Rawlings under the brief 1979
Armed Forces Revolutionary Council (AFRC) regime, and then Rawlings by
President Limann after the 1979 election.

Markets under Attack

The AFRC “housecleaning exercise” invoked the corrupt or wealthy trader as
its targeted “hoarder,” but reached far beyond the familiar list of “essential
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commodities” with published official prices. Soldiers in Kumasi now also
took over formal-sector stores and market locations devoted to local food-
stuffs, not just cloth and imports. They sold off all sorts of goods at prices they
set on the spot, often by figuring one-half or one-tenth the previous price.
The ideological shift that turned any market traders’ organization into a sin-
ister conspiracy made any gesture toward consultation or even negotiation
with market women more and more unthinkable. Market leaders scrambled
to find a strategy that moderated the increasingly arbitrary price controls and
unpredictable violence facing their desperate constituents.

Confiscations and forced sales destroyed many Kumasi traders’ capital,
and a handful endured public flogging. Those traders with any capital left
tried to keep it safe by suspending trade; as long as they had savings to live
on, they could stay home. The poorest traders, who lived hand-to-mouth
and took goods on supplier credit, were disproportionately exposed to these
dangers. They had to keep coming to the market and trying to earn some-
thing, even under the least promising and riskiest conditions, or go hungry
with their families. By contrast, male occupational groups in and around
Kumasi received very different treatment from the AFRC during price con-
trol enforcement. Truck drivers, spare parts dealers, butchers. and adinkra
cloth printers, among others, negotiated their official price levels in relation
to prices for their inputs. The military authorities had approached them to
start talks before their control prices were announced, and the prices agreed
upon were then respected.

The senior market leader (head of the yam traders’ group) and her col-
leagues (the heads of other commodity groups) tried to negotiate official
prices for local foodstuffs, since none had existed before, so traders who
abided by them could then avoid harassment. They sought out meetings
with the market manager, appointed by the Kumasi Metropolitan Authority,
and even with the Ashanti Regional Commissioner, appointed by the head
of state, as relatively neutral senior authorities who could set price levels in
public that enforcers would have to accept. Unfortunately for the traders,
these lawful authorities had only partial control over military personnel.
After market leaders had invested considerable time in listing quality grades
and agreeing on prices for sample specimens, they discovered that soldiers
in the market ignored these price lists. If traders had reduced their prices
in advance, the soldiers would still cut the sales price to one-half or one-
quarter of their new price.

Military authorities also summoned the market queens to ad hoc meet-
ings with delegations of farmers or soldiers, but these were quite different
from military meetings called with male groups. Elderly market queens in
particular complained of the time and energy consumed by such frequent
meetings, but all the market elders complained bitterly of the disrespect
they faced in the meetings called by soldiers.
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Despite the attendance of some civilian government officials, such as the
market manager, traders found that the promised negotiations were a sham.
The most basic conventions of negotiation and dispute settlement were vio-
lated. The time and place were set unilaterally; the soldiers in fact comman-
deered the commodity group meeting room in the middle of a peak trading
day. Most outrageously, the policy decisions had already been taken, and
were simply being announced to them, with no opportunity to state their
case in a meaningful way or propose alternatives. Traders were subjected to
humiliating harangues: “They speak to us like we are children, when we are
old enough to be their mothers!” Their carefully honed negotiating skills
were tacitly dismissed and rendered useless; besides, they lamented, “How
can you talk to a gun?” The chances of positive participation in any kind of
political process seemed very remote.

As the handover to civilian rule approached, Rawlings made one last
effort to leave a lasting mark on the national marketplace system. On Sep-
tember 5, 1979, Makola No. 1, the most famous market in Accra, was blown
up with dynamite, and markets in each regional capital faced demolition
over the next several days. Members of the Kumasi City Council reportedly
argued successfully with the soldiers there to demolish only the outlying sec-
tions and spare the oldest section, within the original walls.

Flight Lt. J. J. Rawlings had significantly intensified the pattern of epi-
sodic price control raids from June to October 1979, but the pattern quickly
reasserted itself after his handover of power to civilian rule. Incoming Presi-
dent Limann found it necessary to validate his political credentials with a
new round of strict enforcement of price control regulations soon after
taking office. When the December g1 Revolution in 1981 returned Flight
Lieutenant Rawlings to power as head of state with his People’s National
Defense Council (PNDC) regime, he immediately reinstated the extralegal
confiscations and violent harassment of the AFRC period. Since I was living
in Accra (the coastal capital) from 1982 to 1984 and traveling to aid project
villages in different regions, I could observe events in various parts of the
country and monitor their impact on villagers as well as passing through
Kumasi repeatedly. Interactions between commodity group leaders and the
regime reached a new low point in 1982-84, during this early PNDC period.
This time, Rawlings seemed determined to destroy or at least dethrone the
marketplace system permanently.??

The PNDC made strenuous efforts to set up parallel distribution channels
that would bypass market traders altogether. Possessing commercial quanti-
ties of food was grounds for arrest, and considered prima facie evidence of
hoarding. Each farm village was exhorted to organize a Committee for the
Defense of the Revolution (CDR), which would sell its produce directly to
institutions and consumer cooperatives from urban neighborhoods. At first,
soldiers brought trucks out with cloth, soap, and cutlasses to sell to CDRs at



164  Localities, Nations, and Globalization

controlled prices, providing free transport both ways. These benefits gen-
erated some enthusiasm among farmers, but once the goods ran out and
CDRs started charging for transport, farmers stopped cooperating. Newspa-
per reports began denouncing traders for appearing in villages with trucks
loaded with consumer goods for sale and offering farmers high prices—all
very unpatriotic.

It was the dry season of a second drought year by 1983, not a good time
to remove price incentives.2? The repatriation of a million Ghanaian immi-
grants expelled from Nigeria in February 1985 further stressed the food
system. One mother described to me coming in to Kumasi Central Market
with money and bursting into tears, because there was nothing to buy to
make dinner for her family. Urban food supplies dried up almost completely
for several months, and widespread hunger caused the prominent collar-
bones that were covertly referred to as “Rawlings’ necklace.” Soldiers were as
hungry as anyone, and they began to hijack food trucks from the highways
that passed by their barracks, making farmers and traders fearful of travel-
ing at all. Without announcing any policy reversal, the PNDC quietly began
to allow traders to bring and sell foodstuffs in the cities again by late 198g.
This unspoken tolerance replicated the episodic enforcement pattern famil-
iar from previous regimes, and it tacitly acknowledged that the alternative
distribution channels could not do the job of feeding the nation.

Market Deregulation

The neoliberal polices next instituted under International Monetary Fund
(IMF) /World Bank tutelage as the 1984 structural adjustment program
(SAP) ended controls on prices and imports but still excluded traders from
public policy support and investment. Such policies, which remain firmly
in place after repeated and peaceful multiparty elections, continue to treat
informal traders with hostility or neglect. Roadside and itinerant traders
still periodically face arrest and confiscation of their goods, as part of street
clearances or civic beautification campaigns in Kumasi. Yet the marketplace
system remains the dominant distribution channel within Ghana’s national
economy, as in many developing nations.

By 1984 Rawlings capitulated to international financial and diplomatic
pressures and accepted the neoliberal austerity measures recommended by
the IMF. Price controls and foreign exchange controls were dismantled, with
currency devaluation and price inflation rapidly surpassing previous black
market levels. Austerity measures required to balance the budget brought
massive layoffs of government employees and drastic cuts in health and edu-
cation services, as they did for many other “adjusting” countries.?* The buy-
ing power of the typical middle- or lower-class market patron was sharply
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limited by policies aimed at “demand constraint” and “cost recovery.” While
perhaps motivated more by the threat of bankruptcy than by a change of
heart, the PNDC was thorough in its implementation of the already familiar
list of IMF loan conditionalities. Ghana was soon featured prominently in
World Bank publications as a structural adjustment success story, offering a
good example to the rest of sub-Saharan Africa.

On the positive side, traders saw a welcome end to the physical violence of
police raids and fear of confiscations. Renewed access to credit and aid funded
long-needed infrastructure projects that resurfaced major highways and city
streets. Rebuilding the drains that ran through the Central Market took years,
but eventually the market no longer experienced regular floods that spoiled
traders’ stock. Gasoline rationing ended, so transport was readily available to
whoever could afford it, greatly reducing the need for special transport arrange-
ments but raising the capital requirements for efficient trading.

The promised surges in foreign direct investment and in innovative local
entrepreneurship unfortunately failed to materialize. Despite Ghana’s GDP
growth, the living standards of ordinary people hardly budged due to the
increasing polarization of income distribution. The same export sectors that
colonial policy had favored (gold, cocoa, and timber) received the lion’s
share of World Bank investment capital under their new designation of
“comparative advantage.” These are also the very production sectors whose
income is most concentrated in the hands of a small proportion of produc-
ers. None of their products are sold through the marketplace system, and
their owners and employees are predominantly men.?’ In the case of the
gold mines, new technology raised output but reduced manpower require-
ments, sending out laid-off workers to survive in the informal economy.

As private formal-sector employment shrank, partly under pressure from
newly plentiful imports, unemployed or never-employed workers flooded
into the marketplace and the streets. The influx of young men into occupa-
tions like vegetable trading, previously the domain of females, was highly
visible at the market’s edges. The dividing up of the restricted pool of con-
sumer demand among more businesses meant even lower incomes for exist-
ing traders. Market traders found the new “open” economy did not open up
much viable space for them, and resulted in increasing income polarization
and capital dependency among their own ranks.

A Morally Challenged Economy

The availability of viable jobs that enabled people with little capital to sup-
port a family and hope to build a house appeared widely in traders’ life
stories as a key indicator of a good local economy. The theme of local oppor-
tunity structures emerged as a unifying framework for traders to compare
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different time periods or different towns they had lived in, and to debate
whether one strategy or another was good or bad. Those periods when a
hardworking citizen with reasonable luck and foresight could build a house
were described as boom times. The economy was considered sound if peo-
ple were able to earn enough to buy food for their families and lead a digni-
fied life, at least in multiple-earner households.

These traders emphasized a wide variety of specific social and economic
changes in their narratives, tacitly nominating them as significant causal fac-
tors in national decline or revival. Despite this variation, their positive or
negative influence was almost always argued primarily by their impact on
the range of viable work options. The Kumasi city government drew criti-
cism from Auntie Boronya that it did not provide “real jobs,” because its pay
scales were too low to live on. Amma Pokuaa and Madame Ataa discussed
fluctuating earnings in the cocoa industry, and in civil service and educa-
tion occupations, and they worried about the higher capital now required
in every type of business, due to higher prices and shrinking credit. Other
careers associated with women, such as nursing or teaching, were becoming
as unreliable as marriage had become.

Traders closely monitored the entry requirements for various market
positions as well as other factors that might facilitate or obstruct entry for
themselves or their children. They assessed these entry points to inform
their immediate career decisions, not to evaluate the success of develop-
ment policies. Their family accounts demonstrate that women did not fol-
low automatically into their mothers’ occupations for lack of imagination
or experience. Even Pokuaa and Abenaa Ediyaa, who worked closely with
their mothers for many years, had sisters in other occupations and did not
expect or want their children to follow them into the market. Maame Kesi-
waa, Maame Nkrumah, and Auntie Afriye had tried several different lines of
work in their youth, before settling into one that suited them. Despite their
age, these women were open to changing their commodity or their position
in the supply chain when this seemed to promise improvement, although
the effort was not always successful. Boronya had changed her line of work
quite recently, and would have liked to change again.

These Asante elders use a considerable Twi vocabulary to invoke and cri-
tique different concepts about social change processes. The word anibue (lit-
erally, “eye-opening”) is one of the most positive terms for social change,
and yet it easily reflects social prejudice and lends itself to sarcasm. Not
all who use it do so naively; the irony from some would do any postmod-
ernist proud. It has very deep roots in Asante ideas of social process and
individual growth, and it is used to refer to personal qualities more often
than to community growth. Children acquire anibuc at a certain age, some
more and earlier than others, as Afriye notes. As a stage of maturation, it
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represents something like good judgment or common sense, but it can also
mean awareness and intelligence more generally. When Pokuaa or Kesiwaa
speak of a village, ethnic group, or history period as having more or less
anibue, they mean more experience of the outside world and wider aspira-
tions. For those without it, they literally say that “their eyes have not opened”
(n’animmue).

Each of these women had experienced the dramatic boom-and-bust
cycles of the later twentieth century in particular ways linked to her social
position, as a market trader with her own level of capital and connections.
Traders debate the merits of urban life and modernization in moral terms,
but their moral judgments dwell in large part on economic impacts. In the
more favorable assessments by Pokuaa or Nkrumah, these social changes
expand opportunities for employment and material comfort. Skeptics like
Ataa question their value because they seem to undermine economic stabil-
ity and community autonomy.

Economic considerations cannot be separated cleanly from moral and
emotional considerations, whether at the community, family, or individual
level. Material wealth and progress toward modernity are viewed as posi-
tive for their own sake, but not when they undermine the commitment to
mutual survival. Individual ambition is seen as consistent with group affilia-
tion, and not normally in direct contradiction to it. Competition is expected
and rewarded, but within a framework of mutual benefit that gives each per-
son a responsibility to contribute to the common good. Traders’ commit-
ment to mutual survival and dignity has had a strong moral aspect for them,
as the definitive expression of mutual respect and loyalty. Their primary
financial commitment is to the survival of fellow lineage members, especially
their own children but also sisters and their children. This core relationship
then provides a model for the metaphorical commodity group “family” that
fosters individual commercial viability within the competitive marketplace.
Respect and honesty figured as moral values first for Maame Nkrumah, one
of the market queens, but when she elaborated on their community benefit
she shifted to their economic outcomes, in creating a social context where
the ordinary citizen could make a decent living.

Inequality did not outrage these women, who were relatively poor with
a few exceptions. Ediyaa and Nkrumah called it unfair that educated peo-
ple were forced to come and compete for market share with “professional”
career traders. The educationally advantaged, they believed, should have so
many other upward paths open to them that they should be able to leave
the market for illiterates, who had only this one. Traders clearly recognized
the dearth of other employment options even for educated youth from
the experiences of their own siblings and children. This sympathy kept
most traders from organizing to exclude them. Amma Pokuaa and Abenaa
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Ediyaa expressed grave concern about the lack of work options available
to their maturing children. Traders often had hoped to set their children
on an upward path into professional jobs, and a few had succeeded. But
for many who had sacrificed to educate their children and grandchildren,
the expected rewards were now monopolized by more privileged graduates,
whose parents had networks of elite connections and additional money for
business capital.

Even more chilling for traders was the realization that they could no lon-
ger assume that their daughters or granddaughters could at least become
traders like themselves. Limited credit and consumer demand made it
harder to establish an independent trading business now than when Pokuaa
and Ataa had started. Supplier credit had eased the entry for these earlier
cohorts, but credit was drying up for many commodities. Squeezed between
higher capital demands and the capital losses they had suffered during price
raids and other political upheavals, many older women like Pokuaa had
been forced to reduce the scope of their own businesses. They could not
afford to employ younger relatives or even extend them credit, and there
might be few assets left to inherit when they died. Ediyaa was not sure that
trading was even a viable option now for supporting a young family. Without
capital, even the market stall itself could not be put to very profitable use by
a successor. Although well aware of the risks of emigration, these mothers
suspected that the accessible occupations within the local economy were a
sure dead end.

All but the most successful traders experienced this as a crisis of repro-
duction: biological reproduction had little meaning without social repro-
duction. They felt impotent, because they could not finish raising their
children into properly functioning adults. Their frustration underlines
the fact that creating this basic level of independence is seen as a primary
obligation of parents and elders to the next generation. Pokuaa remarked
poignantly that her younger daughters did not even know what the satis-
faction of feeding a family was like, and so they didn’t miss it. As things
stood, literate and illiterate children alike could not count on appropriate
jobs to care for their own needs, indicating the truly deplorable state of
the national economy.

Although traders could accept a lack of success in addressing underem-
ployment, they could not accept the neoliberal politicians’ disavowal of any
binding obligation to address it. The World Bank no longer recognized the
low incomes and inadequate diet of traders and their urban neighbors as
a major problem to be solved. In fact, Ghana’s situation in 1989 was cel-
ebrated as a success story and promoted as a global model by the UN and
other multilateral agencies. To many Ghanaians, the priorities of neoliberal
technocrats seemed immoral and corrupt, not just unfortunate, because
they denied any responsibility for community welfare outcomes.26
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Political Inclusion Begins

Although suspension of price controls has made trading legal, traders’
moral values and economic concerns still found little influence on national
development planning or international assistance. While they bore no politi-
cal responsibility, their political isolation continued. The much replicated
Program of Action to Mitigate the Social Costs of Adjustment (PAMSCAD),
which began in Ghana in 1987, specifically disqualified traders from its
1988 small loan program aimed to encourage entrepreneurship and risk
taking. Market repairs moved as slowly and corruptly as ever, and traders’
material interests seemed to be ignored as completely as ever. Those trading
in the outer precincts of the marketplace, who operated from flimsy stalls or
who stopped for a few hours in a regular spot, remained subject to repeated
clearances, with little warning, despite the rent they paid to the city.

Some incidents suggest that market traders may have begun making prog-
ress toward more political integration as the country settled into a stable
electoral democracy. In 1989, women traders from Accra were appointed
to a few government advisory and planning commissions. A few traders won
seats on rural district assemblies through local government elections also
held in 1989. Under decentralization measures district assemblies began
operating in local languages and gained control of some funds.2” Traders’
organizational representatives also joined those appointed in 1991 to the
constituent assembly that convened to draft a new constitution before the
return to national elections.

In Kumasi, the yam queen was also appointed for one term to a city
council seat not filled by election, and still enjoyed her air-conditioned
office in 1994. Debates were always held in English, which she did not
understand, so she sat near a family friend who could interpret for her. She
was satisfied to make occasional remarks, which she considered analogous
to the final summing up by the senior chief presiding over a traditional
council. Her impromptu interpreter, conversely, reported that the English-
speaking members ignored her comments, so they had little impact on
council decisions.

A local nongovernmental organization registered in Kumasi, the Cen-
ter for the Development of People (CEDEP), made several interventions
intended to raise awareness and respect for market women. Its Women’s
Forum collected life stories of successful local women as inspiring exam-
ples in 1995, deliberately including the yam queen in the forum launch
celebration and in an eventual publication. A subsequent CEDEP initia-
tive organized participatory workshops for market leaders at which they
prioritized their problems and identified potential solutions and partners.
A corresponding workshop for city officials at the Kumasi Metropolitan
Authority aimed to raise their awareness of traders’ contributions to local



170 Localities, Nations, and Globalization

development, stressing that approximately half the total city budget came
from market revenues.28

Increased official awareness did not negate the underlying political
inequalities and tensions. City officials reacted in 1999 by trying to squeeze
even more money out of traders with a dubious security guard scheme. Mar-
ket leaders had already stated flatly that real progress was unlikely under the
longtime city council chairman. Regardless of that (unrecorded) consensus,
the assessment exercise may have stiffened their resolve to reject the security
guard proposal. In June 2006, a new city leader had not been in office long
enough to make long-term policy changes evident.

Without the burden of overt government hostility, however, the long
history of local rulers promoting local prosperity through trade seemed to
slowly reassert itself during the 19gos. Some chiefs of farming districts that
grew local food crops for sale tried to protect the commercial territory of
their hometown traders against urban-based buyers. Techiman and Gonja
chiefs, at different times, forbade Kumasi yam traders from buying directly
from farmers in villages or town markets, insisting they buy through local
traders. In these instances, urban/rural and north/south rivalries overshad-
owed the occupational divide between traders and farmers. Traders based in
small towns and villages also often farm themselves.

A violent confrontation took place in early March 2006 between tomato
buyers from the southern cities, like Auntie Boronya, and tomato farmers
from the distant Upper East Region. The negotiations to end it indicate that
women traders may now be regaining some access to government officials.
These traders (from the national capital, Accra, and nearby southern cities)
successfully asked high-ranking public officials to intervene on short notice.
The leader of one of the traders’ associations advised me that she took a cell
phone call reporting the attack from one of the traders from her town who
was there. She immediately headed for Accra to alert her superior, head of
the National Tomato Traders’ Association, who had already been informed
by her Accra colleagues who were in a group ambushed near Paga.? Within
hours, they were able to contact national and regional officials to ensure
police protection and mediate the dispute.

These farmers grew dry season tomatoes on the irrigation projects fed by
the Volta River. Promises that a long-defunct tomato cannery nearby would
be rehabilitated had induced them to plant large quantities that year. Some
had sold or mortgaged assets like land to finance larger farms, expecting
higher prices promised by the cannery manager. Meanwhile, women traders
from the southern cities had organized to buy tomatoes in bulk across the
nearby border in Burkina Faso, as customs agreements allowed. When the
harvest started but the cannery was not ready to buy, farmers became des-
perate. The member of Parliament for that area spoke on the house floor of
riots and suicides.?
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These remote farmers had little leverage to hasten the construction of
power lines to connect to their local cannery, but the roads from Burkina
Faso brought the more vulnerable traders right through their villages. On
March 1, a group of male farmers blockaded the Paga border post, trap-
ping traders with at least forty-one of their tomato trucks. After local police
escorted these trucks through the nearest large town, Navrongo, farmers
ambushed them again farther south, stealing the traders’ money and cell
phones and sending several traders to the hospital.!

The attack brought an immediate response from regional and national
officials, starting with the Upper East Regional Security Council, the
Regional Director of Agriculture, the Deputy Regional Minister, and the
Regional Minister. Before a week had passed, the president of the National
Tomato Traders and Transporters Association had extended a compromise
offer to farmers and concluded impressive negotiations in Bolgatanga and
Accra that involved the Minister of Trade, the minister of Food and Agri-
culture, and the president of the National Farmers and Fishermen Award
Winners Association. The agreement announced March 7 set up procedures
for local purchases and imports that accommodated traders and farmers but
paid little heed to international treaties or free-market principles.32 It was
hard to imagine in 1990 or 19gqg that only a few years later public figures of
this stature would be openly sitting down with traders’ leaders, and express-
ing a willingness to respect their perspectives.

Conclusion

The complex historical dynamics of market organizations in Ghana show a
continuing ambivalence in the relations between individual traders, their
local commodity groups, and the various governments that have sought to
control them. Notorious episodes of price control and market demolitions
from 1979 to 1984 were only the most dramatic moments in a long series
of interventions in trade that public opinion often legitimated. Meanwhile,
market rents and daily fees supplied a steady source of public revenue that
funded local government institutions. Traders’ tenacious resistance to reg-
ulation and the resilience of their autonomous organizations advertised
the limits of government control of the economy. The shifting contours of
this contestation shaped traders’ organizational and ideological strategies
throughout the twentieth century and into the twenty-first.

In Ghana, open marketplaces remain the primary economic institution
delivering the basic foods and consumer goods without which urban resi-
dents (and most rural communities) cannot survive. Marketplaces revive
so rapidly after periods of violent crisis not just because traders can deploy
a priceless cultural repertoire of transactional and organizational praxis,
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but because market systems can and do change swiftly.>> The historical
record suggests that public policy toward markets needs to accommodate
this flexibility and continuity in supporting traders’ access to public space,
customers, transport, storage facilities, credit, sanitation, and other social
infrastructure.

The complicated historical dynamics that constructed this mutual distrust
also support a more encouraging prognosis. Market commodity groups rep-
resent neither an eternal tradition nor an imitation of modernity, but rather
an indigenous innovation and a reservoir of considerable economic exper-
tise. If their recent configuration responds to specific late-twentieth-century
conditions, this suggests that traders can and will continue to generate
creative shifts in their organizational practices in response to twenty-first-
century changes in their political, economic, and cultural environment. Just
such a complex interaction of many factors brought the situation to this
pass, making a precedent for future change that promises to be equally com-
plex. Such future innovation by traders will be needed to preserve the resil-
ience that has been so conspicuous and valuable a feature of market trade
in the past.

Overcoming such deep-rooted antagonism is a complicated process
that will probably take a long time and comprise many different strategies
and cultural changes. Traders contribute best to sustainable economies as
active participants creatively meeting contemporary global challenges, not
as folkloric anachronisms in out-of-the-way preserves. Traders’ leaders and
organizations should be recognized as legitimate stakeholders in urban and
regional planning, and as central participants in all relevant consultation
processes. Such inclusion needs to take culturally and historically appropri-
ate forms, but these particular inflections do not negate its global charac-
ter.>* As a general principle, full inclusion would mean a substantial step
forward in the often volatile and destructive relations between traders and
their governments.
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Enterprising Women in Zimbabwe

Confronting Crisis in a Globalizing Era

MARY J. OSIRIM

Although not a new phenomenon on the world stage, globalization and its
effects have become an increasingly important focus of study for social sci-
entists over the past twenty-five years.! While initially thought of in primarily
economic terms as referring to the emergence of a worldwide capitalist eco-
nomic system that integrated markets and encouraged the free movement
of goods, services, and corporations around the globe, in recent years it has
taken on broader meaning in studies of politics, culture, and gender.2 In its
current iteration, globalization also refers to the movement of populations,
organizations, and ideas across national boundaries, regions, and cultures.
Given the importance of globalization in overall processes of economic,
political, and social transformation, social scientists have been particularly
eager to chart the impact of such changes on national and transnational
populations. In this regard, feminist scholars have sought to document the
effects of globalization on women around the world, especially those whose
lives are plagued by the intersection of race, class, and gender—women thus
positioned at the bottom of the socioeconomic hierarchies in their nations.
On the one hand, while feminist researchers such as Valentine Moghadam
have demonstrated that globalization has increased women’s labor force
participation rates in many nations, her work also indicates that most of this
employment has been created in low-status, low-wage occupations, which in
the global North has meant more jobs at the bottom of the tertiary sector of
the economy.? Other gender studies theorists have examined the impact of
globalization on women’s work in such fields as child and elder care, factory
assembly, and sex work. Most of this research has focused on these activities
in the global North and such global South regions as Latin America, the
Caribbean, and Asia.* While the microenterprise sector constitutes the sec-
ond major area of income earning for sub-Saharan African women, most of
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the attention in this sector has focused on women’s work as market traders.?
Outside of the microenterprise sector, beyond market and long-distance
trade, less attention has been given to the impact of globalization on wom-
en’s work in sub-Saharan Africa.b

Based on intensive fieldwork conducted in Harare and Bulawayo, Zimba-
bwe, in the 19qos, this chapter intends to move beyond the field of trade in
assessing the impact of globalization on women’s work in Africa. As Gracia
Clark has demonstrated in chapter %7, African women have made significant
contributions to the enhancement of economic growth and development
in their communities. Over the past nearly two decades, women entrepre-
neurs in such fields as hairdressing, sewing, and crocheting have borne a
disproportionate share of the impact of globalization, in the form of the
imposition of the economic structural adjustment program implemented
in Zimbabwe in late 19go/early 1991 and the enhanced structural adjust-
ment facility in 19g5. Businesswomen in these fields have suffered under
neoliberalism, as mandated by the International Monetary Fund (IMF)
and the World Bank, which has had a negative impact on their enterprises
and their personal lives. They have faced increased costs and competition,
higher user fees for social services, and increased un/underemployment, all
of which affected the operation of their firms. Despite these problems, how-
ever, the entrepreneurs in this study demonstrated exceptional resilience,
creativity, and business acumen in maintaining their firms in the midst of
economic crisis. At the same time, they made many important contributions
to the development of human and social capital as well as to material cul-
ture. In the sections that follow, this chapter will examine the theoretical
and historical background that informs this work, as well as the profile of
these entrepreneurs in the microenterprise sector. The chapter will further
explicate their contributions to their businesses and communities, as well as
the impact of globalization on their enterprises.

Feminist Political Economy: How Theory and History Shed Light on
Zimbabwean Women’s Status

Within the sociology of development and stemming from the earlier par-
adigms of world systems theory and comparative political economy (what
the American Sociological Association today calls the political economy
of the world system), feminist political economy provides a new, criti-
cal lens through which to understand the historical and contemporary
experiences of women and men in societies of the global North and
South.” In my work, I have defined three major aspects of this theory: (1)
how feminist political economy expands the parameters of the political
economy of the world system perspective; (2) the role of intersectionality



Enterprising Women in Zimbabwe 177

within feminist political economy; and (g) the role of women’s agency
in activities and social movements in which they resist the power of the
state, particularly in the global South.8

First, feminist political economy builds on the political economy of the
world system perspective in maintaining that both external factors—such as
relations among states in the global South, the Northern hegemonic powers,
and the international financial system—and internal ones—that is, such prob-
lems as class, race, and gender inequality within states—must be considered
in assessing a nation’s prospects for development. Feminist political economy
takes this idea a step further in noting the gendered international division of
labor that exists between global North and global South nations that has dif-
ferential impacts on women and men depending on where they are situated,
globally speaking. Thus, feminist theorists increasingly draw our attention to
the fact that young women, particularly those in East Asia, South Asia, and
Latin America, have increasingly become important as global assembly-line
producers in the mass production of textiles, electronics, and footwear sold in
global markets. These women occupy low-status positions in the labor hierar-
chies in their countries and, as such, earn low wages. Unlike their male coun-
terparts, they seldom hold positions as managers in such plants.

Second, feminist political economy considers how gender, race, and class
(among other factors) intersect in the lives of women especially in global
South nations, often trapping poor women of color on the lowest rungs of
the socioeconomic hierarchy. Black African women in such former settler-
colonies as Zimbabwe and South Africa were often the most marginalized
populations in these areas, receiving little to no formal education and being
relegated to the least desirable, lowest-paid positions in their societies. Femi-
nist political economy draws our attention to the fact that the disadvantages
these populations experienced owed not to the mere addition of these fac-
tors, one to another, but rather to the interaction that exists among these
variables in women’s lives. While this intersectionality is a dominant theme
in the research of many feminist scholars in the United States, it has also
been a critical focus of the works of African feminist scholars.? In fact, such
works from the African continent predated many of the studies by feminists
in the United States. African gender studies scholars have paid particular
attention to how colonialism, capitalism, and patriarchy combined to limit
the life chances of black women on the continent.

Third, those working within the feminist political economy perspective
also pay particular attention to women’s acts of resistance against oppres-
sive states, state policies, and global capitalism in sub-Saharan Africa as well
as other areas.!® Gender studies scholars within this tradition have exam-
ined such actions as coalitions formed among market traders, students, and
other workers to protest structural adjustment policies in African and Latin
American nations in the 1980s and 19gos. More recently, researchers in this
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tradition have also studied the resistance of women in the Niger Delta to the
activities of the Nigerian state and multinational oil Corporations.11

Feminist political economy is particularly useful in analyzing the histori-
cal development of Zimbabwe from its British colonial status as Rhodesia
to its postindependence position in the broader world economy. Rhodesia
(Zimbabwe) entered the capitalist world economy on the periphery as a
colony of Britain, largely restricted to the production of primary products.
Feminist political economy is especially beneficial in charting the experi-
ences of black Zimbabwean women (and men) over time.

Under British settler colonialism in the late nineteenth century and first
half of the twentieth century, Rhodesia established a race- and gender-based
system of stratification, which positioned black women at the bottom of the
socioeconomic hierarchy. A system of internal colonialism prevailed in the
colony, which not only established a class-color system whereby blacks were
relegated to the most marginalized positions, with black men being recruited
to the cities and rural areas to serve as cheap labor for white-owned mines
and cash crop farms.!? Black male labor migration was strictly controlled by
the state. Such laws as the Land Apportionment Act of 1930 reserved the
vast majority of the most arable land (over twenty million hectares) to the
minority white population while blacks were left with the smaller portion
(about nine hectares) of the least arable land.!> Most black women were
forced to remain in the black areas, the “Tribal Trust Lands,” to eke out a liv-
ing in small-scale farming to the best of their ability, while black men had to
sell their labor to meet the taxation demands of the colonial state.14

The class-color-gender system of stratification also disadvantaged black
Zimbabwean women in education. Under this system, black men were likely
to receive more formal education compared to their female counterparts
since the former had to serve the needs of the colonial state.!® Even when
black women were able to obtain a few years of primary education, it was
highly gendered, with most of their instruction being in basic reading, writ-
ing, computation, and domestic skills.16

By the 1940s, as black women and men began to lose farmlands to larger
cultivators, some black women joined men in migrating to the cities.!” The
women who migrated began to establish makeshift markets to sell locally
produced foodstuffs, particularly those grown indigenously, to the male
laborers. Thus, Zimbabwean market traders, as well as beer brewers or “she-
been queens,” became some of the earliest women entrepreneurs in the
urban areas, indeed in the nation. Over time, the white authorities began to
ignore the black women migrants who were satisfying the needs of the black
male workforce for “home” foods—those that were unique to the Shona or
Ndebele diet.18 Although women began to establish themselves as traders in
markets in the high-density suburbs (black areas) of Harare and Bulawayo,
they typically remained the nation’s poorest residents.
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Poor and low-income women, however, held out much hope for a change
in their status with the coming of independence in 198o. After all, women
fought alongside men in the Liberation War and were promised that if the
Zimbabwe African National Union (ZANU) was victorious, women would
achieve equality and an overall improvement in their standard of living.

In many ways, the early postindependence Zimbabwean state delivered
on these promises. In 1981 the government established the Ministry of
Community and Cooperative Development and Women’s Affairs to end
all forms of state-sanctioned discrimination against women and to ensure
women’s meaningful participation in all realms of the state and the society.
This agency was particularly concerned with enhancing the prospects for
women’s employment and entrepreneurship, as well as their access to social
services.!9 In this regard, the Women’s Affairs Ministry was especially com-
mitted to expanding the number of poor and low-income women who had
access to child care and community centers for their children as well as to
primary health care. They were major proponents of the state’s efforts to
expand educational opportunities to young Zimbabweans, especially female
children. This ministry also served as a “broker” to other ministries, such as
the Ministry of Trade and Commerce, in promoting women’s income-gener-
ating activities and providing vital supports for business development. All in
all, it fostered women’s empowerment.

The Zimbabwean state further attempted to promote entrepreneurship
through the provision of business loans to women under the auspices of
ZIMBANIK, in which the government was the major shareholder. Such small-
scale lending, or microloans, did not require women to put up collateral.
The Small Enterprises Development Corporation also provided training for
women in business. Again, the Women’s Affairs Ministry was very involved
in encouraging other ministries and local governments to support women'’s
small businesses and microenterprises.20

Zimbabwean women experienced a monumental change in their status
with the passage of the Legal Age of Majority Act in 1982. This act removed
black Zimbabwean women from their previous status as minors and thereby
enabled them to engage in contracts and own property in their own names.
It also recognized women’s contributions to family wealth and thus provided
them with a share of the family property in the case of divorce.2!

Although Zimbabwe did undergo some economic downturns in its first
postindependence decade, due to droughts and other problems, for the
most part the nation enjoyed a boom period. Thus, it could afford the
massive expansion of the state in the 198os—the major increases in pub-
lic employment and spending on health care, education, and housing. The
economic boom, however, was shortlived, and by 1989 the nation found
itself on the brink of economic crisis with approximately ro percent of
the potential labor force unemployed.22 Declining prices for Zimbabwe’s
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primary exports, continued violent incursions into the nation by the apart-
heid regime in South Africa, and frequent droughts seriously hindered the
nation’s Growth with Equity Agenda. Therefore, at the behest of the IMF
and the World Bank, Zimbabwe established an economic structural adjust-
ment program (ESAP) in late 19go/early 1991 in an attempt to get the
economy back on track. As had been the case for many other global South
nations previously, Zimbabwe found itself having to enact the same condi-
tions that had plagued other countries including major reductions in the
size of the state, massive devaluations of the currency, trade liberalization,
and restrictions on trade unions.23

Feminist political economy provides us with the tools to explore ESAP
as part of the larger worldwide process of globalization and its particular
impact on the lives of poor and low-income women in Zimbabwe. First,
under this program, more than forty thousand individuals lost their jobs in
the public sector. Men constituted the majority of those retrenched from
the state, and they were strongly encouraged to begin micro- or small-scale
enterprises as a means of sustaining themselves and their families. Second,
women, especially mothers who believed they had a responsibility to assist
in the support of the family, also sought to sustain or begin microbusinesses
as a way of keeping their families afloat. As men began increasingly to enter
this sector and, in fact, started businesses in areas traditionally controlled by
women such as market trade in foodstuffs, they posed increased competition
for women. Finally, because of the dominance of patriarchy in the precolo-
nial, colonial, and postindependence periods, despite the nation’s attempts
to promote equality in the latter, women remained in a disadvantaged posi-
tion relative to men. Because men had greater access to capital, whether
material, human, or social, they were more likely to succeed in business.

In addition to the difficulties that poor and low-income women expe-
rienced with respect to the operation of their businesses during the eco-
nomic crisis and adjustment, they were further disadvantaged in their roles
as mothers and caregivers. With the growing unemployment of husbands
and fathers, women increasingly shouldered the costs of food, household
expenses, and school fees, even though such responsibilities were clearly the
purview of men in Shona and Ndebele culture. Severe cuts in the state’s sup-
port for social services meant the imposition of, and in some cases increases
in, user fees for education and health care. Some social services that fami-
lies had been able to obtain for free during the 1980s now had high fees
attached to them. As a result, under adjustment and persistent patriarchy,
many young women in Zimbabwe, as in other nations, were dispropor-
tionately removed from schools in favor of educating boys.24 Under such
severely constrained economic conditions, families preferred to educate
sons rather than their female siblings since males were expected to care for
aging parents and families.
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The economic crisis and adjustment also took their toll on the health care
of poor women and children. In the first three years after ESAP was imple-
mented, the share of the national budgets devoted to health, housing, and
transportation decreased by 20, 25, and 40 percent, respectively. As a result,
Zimbabwe’s status in health care declined precipitously with fewer and fewer
children receiving basic immunizations against diseases, such as measles.2?
The prohibitive cost of pharmaceuticals and the significant migration of
health professionals left the nation in even direr straits under adjustment.
These negative costs of globalization were very disproportionately borne by
women and children at the bottom.

These experiences with the impact of the economic crisis and ESAP were
quite common for businesswomen in the microenterprise sector in Zimba-
bwe in the 19gos and beyond. Despite these dilemmas in their personal lives
and with respect to their enterprises, the entrepreneurs in this study exhib-
ited the resilience to maintain their enterprises and their families and to
contribute to community and national development. The following sections
of this chapter will explore how they succeeded in these tasks.

Discovering the Zimbabwean Women Entrepreneurs: Who Are They?
Where Do They Work?

During three fieldwork visits in 1991, 1994, and 1997, my research assis-
tants and I conducted intensive interviews with 157 entrepreneurs who
worked in market trade, hairdressing, sewing, and crocheting about their
family, educational, and occupational histories; the establishment and oper-
ation of their firms; their relationship to nongovernmental organizations
(NGOs); and the impact of the state and globalization on their businesses.
We conducted in-depth interviews and participant observation of their sites
in Harare and Bulawayo, the two largest cities in Zimbabwe. In this analysis,
only the hairdressers, seamstresses, and crocheters will be considered.

In this study, hairdressers and seamstresses are grouped together and
distinguished from crocheters, since the former owned businesses located
in buildings in which they either shared space as seamstresses or generally
had freestanding shops as hairdressers. Crocheters and knitters (who will
generally be referred to as crocheters in this study since this is the major
activity in which they were engaged) generally operated their businesses
within a market. These crochet markets differed from outdoor food mar-
kets, however, in that the former did not contain stalls. Rather, crochet-
ers worked, displayed, and sold their goods from locations on the bare
ground. The only item that designated their space as a market was a large
erected signboard stating that the space they occupied was provided by the
city council of either Harare or Bulawayo. Crocheters worked outdoors at
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the mercy of the elements—they had no stalls, sheds, or protective cover-
ing to shield themselves or their goods.

The crochet markets were usually located adjacent to shopping centers
or, in some cases, near a major government building or tourist area, such
as in front of the Bulawayo City Hall. Thus, crochet markets were mainly
found in the downtown areas of these major cities or in the low-density sub-
urbs, formerly known as “white areas.” Such locations were logical choices
since the majority of the crocheters’ customers were white residents, tour-
ists, or South African merchants. South African traders or wholesalers fre-
quented such markets, where they purchased such highly treasured items
as handmade sweaters from the Zimbabwean businesswomen to be resold
in South Africa.

Although many black Zimbabweans were hairdressers, few at the time of
my study actually owned shops located in the central business district of the
city. One was more likely to find them in the outer rim of the downtown
commercial establishments, closer to the “black areas” of the metropolis. On
occasion, though, one would find many black-owned beauty parlors occupy-
ing several flats within a large downtown building, such as Broadwell Lodge
in Harare. In the downtown areas, one was more likely to find one or two
buildings in which black seamstresses were clustered, such as Robin House
in Harare. Sometimes these entrepreneurs would be concentrated in a few
rooms within a large building, with each sewing machine in some cases
demarcating a separate business.

In this chapter, the business activities of thirty-nine hairdressers and
seamstresses will be considered alongside the activities of fifty-seven crochet-
ers. The vast majority of businesswomen in this study were Shona, the largest
ethnic group in the country, constituting 72 percent (twenty-eight) of the
hairdressers and seamstresses and 70 percent (forty) of the crocheters. Of
the hairdressers and seamstresses, 15 percent (six) were Ndebele, the sec-
ond-largest ethnic group in the nation, compared to 18 percent (ten) of the
crocheters. Other participants in this study were mainly from ethnic groups
based in other southern African nations, such as Zambia. The median ages
of entrepreneurs in these sectors ranged from thirty-seven to forty, with hair-
dressers as the oldest of these populations with a median age of forty. For
crocheters, the median age of their enterprises was eight years, compared to
seven years for sewing and hairdressing establishments.

About 770 percent (forty) of the crocheters had completed at least primary
school; nearly half of them (nineteen) had also received some secondary edu-
cation. Four crocheters actually completed their Ordinary Level (O-level)
certificates, a prerequisite for higher education and to enter formal-sector
occupations. One crocheter had not received any formal education. For their
part, all of the hairdressers and seamstresses had received formal education.
Two-thirds of the hairdressers had received some secondary education,
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while three of them had completed their O-level) certificates. Half of the
beauty salon owners in this study had received specialized training in their
field. Among the seamstresses, 78 percent (nineteen) had received some
secondary education, while two seamstresses had earned their O-levels. In
this study, a few seamstresses and hairdressers appeared to constitute a more
“middle-class” segment of the population given their higher levels of educa-
tional attainment, their generally higher earnings, and the location and size
of their businesses.

Although the entrepreneurs had been engaged in these businesses for
some time, these positions were generally not aspirations that they had held
in their youth. Most women in this sample wanted to enter largely gendered
occupations, aspiring to become nurses, teachers, or flight attendants. Such
occupations were unattainable for the vast majority of these participants,
because they had not successfully completed the first level of high school
and received their O-level certificates. The feminist political economy per-
spective draws our attention to the blocked opportunity structure that pre-
cluded high levels of educational attainment for black Zimbabwean women
coming from poor and low-income families. First, education was not free at
the time these women were in primary or secondary school. Parents would
have to pay to send them to school, and if they came from large families, this
was far more difficult. Patriarchal beliefs and practices meant that boys were
given preference to attend school over their sisters. Sons remain a part of
the father’s family until death and have an obligation to support them, while
daughters, once they marry, become part of their husband’s family. This situ-
ation was even more problematic for young women in secondary schools,
which were more expensive and, for some, would overlap the period during
which they would be considered marriageable.

The second limit on educational attainment for poor and low-income
black Zimbabwean women involved the requirements to receive the O-level
certificate. Young students would have to pass five academic subjects, with
English being one of them. Patriarchal practices made this a very difficult
feat for young women from economically disadvantaged backgrounds,
because they were generally saddled with many daily domestic and child
care responsibilities that left little time for their studies. While their male
counterparts also had some domestic chores, these young men were more
likely to have assignments such as car washing and home repairs that were
less time—consuming.27 Even if a young woman was able to take her O-level
examinations, if she failed any one of the required five, she would have to
reenroll in school and pay the fees for tuition and testing before taking
the test(s) again. This was out of reach for most low-income parents. The
third factor blocking educational achievement was early pregnancy, which
many young women experienced in secondary school. For the women in
this study, such an occurrence meant that they had to leave school. A young
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woman could eventually return to attain her secondary school certificate,
but again because of the costs involved, this remained prohibitive for young
women from poor families.

The entrepreneurs in this study had a strong commitment to education
over their lives. Although the majority of them were unable to complete the
first level of secondary school, these women attained additional training at
various points in their lives. While some attended schools or training pro-
grams and developed their skills in typing, bookkeeping, and sometimes
shorthand, others learned how to crochet, knit, sew, and embroider from
churches, community centers, or local clubs or from members of their
extended families. Most of these women used these skills to pursue occupa-
tions in the microenterprise sector or to establish their businesses; a very few
sought work in the formal sector.

Before starting their enterprises, most of the crocheters worked either
in other sales positions, often involving some form of trade; in domestic
work; or as teachers, laundresses, or farmers. Seamstresses and hairdress-
ers had prior experience either in teaching or nursing, or as typists, sales
workers, cashiers, or apprentices. Again, the somewhat higher educational
attainment of the hairdressers and seamstresses meant that they had greater
access to formal-sector positions.

All in all, although these entrepreneurs did encounter structural block-
age due to their gender, class, and race in the educational and occupational
systems in their youth and early adulthood, they manifested a very strong
commitment to education and hard work over their life course, which would
later enable them to achieve some success in their enterprises. Feminist
political economy, though, enables us to see how Zimbabwe’s historical and
contemporary position in the global economy coupled with the realities of
intersectionality limited the social mobility of these women. At the same
time, they managed to build and sustain microenterprises and contribute to
the development of the larger society. How did they operate their firms dur-
ing a period of economic crisis and adjustment?

Entrepreneurship in the Microenterprise Sector under Globalization:
Coping with Crisis

The 199os to the present have posed some major challenges to the develop-
ment and maintenance of enterprises in Zimbabwe’s microenterprise sector.
What began as an economic crisis in the early 19gos was soon compounded
by a devastating political upheaval at the end of the decade that persisted
into the new millennium. Many women who owned enterprises in sewing,
hairdressing, and crocheting during this period, however, managed to keep
their businesses afloat throughout the 1ggos and survive the crisis. How did
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they succeed in this task? Although there are several responsibilities involved
in the operation of a microenterprise, this paper will consider only a few in
which these businesswomen were involved: employment generation, inno-
vation, and the (re)investment of profits in their firms and in other activi-
ties. The detailed financial indicators of the firms’ performance will not be
examined here.

These enterprises were very much the invention of the women studied
here. The majority of these businesswomen started their activities with capi-
tal from their own savings. As stated earlier, these entrepreneurs held previ-
ous positions in which they worked in sales, trading, teaching, nursing, or
domestic work, among other duties, and their commitment to having some-
thing of their own led them to save as much as possible. Some of these enter-
prises, such as crocheting, did not require much start-up capital, since the
business could essentially be run with the purchase of wool, cotton, and knit-
ting and crochet needles. Some forms of hairdressing—for example, full-
scale beauty salons—did involve a substantial initial capital investment to
purchase sinks, dryers, furniture, and hair products to operate the business.
For the most part, these women provided most of this capital themselves.
Husbands and other relatives were of secondary importance in paying start-
up costs, while banks played an extremely minor role.

One of the major contributions of micro- and small-scale enterprises
around the world is employment creation. Collectively, such businesses pro-
vide the majority of jobs in nations, even in such economic powers as the
United States. During the period of this study, microenterprises were the
second major area of income earning for Zimbabwean women, and approxi-
mately two-thirds of microbusinesses were owned by women. While the firms
in this study provided only a few jobs on average, they did generate some
employment and contributed to the development of human capital. How
did they accomplish this?

Unlike the other segments of the microenterprise sector examined here,
crocheters made a rather unique contribution in this area through the pro-
vision of subcontracting. Historically, subcontracting arrangements were not
common in sub-Saharan Africa but were more commonplace in East Asia.28
Thirty of the crocheting firms in this study provided an average of two sub-
contracting positions per business. These crocheters hired subcontractors
particularly when they had to make very large garments, such as tablecloths
and bedspreads, and during the peak holiday periods, when demand for
these and other goods was especially high. Under subcontracting arrange-
ments, the task of making a large tablecloth might be given to two or three
women. Each woman would crochet dozens of squares—possibly of three
inches by three inches—which were later stitched together by the entrepre-
neur to make the tablecloth. Women who crocheted the individual squares
were paid on a piecework basis averaging a few cents per square. Crocheters
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also subcontracted the knitting of sweaters, particularly during the Christ-
mas season, paying each woman the equivalent of about two dollars per
sweater. These subcontracting arrangements increased efficiency in the
firms, added to the entrepreneur’s profits, and increased her social capital.
The latter was expanded since businesswomen often subcontracted some or
part of their work to other female relatives, neighbors, and friends, women
who could be relied on to accept and complete such assignments on rela-
tively short notice. Although these subcontracting positions were temporary
and generally low-paying, they did contribute to employment generation,
poverty alleviation, and human and social capital formation in these low-
income communities.

All of the hairdressers in this study provided paid employment with an
average number of four workers per enterprise. Another hairdresser also
provided apprenticeship training in her salon. One example of the business
acumen of these women is illustrated in the division of labor in their firms.
Beauty salons employed women in a number of different specialized posi-
tions—as shampooers, braiders, cleaners, receptionists, and bookkeepers. In
fact, a number of the employees in these salons were also trained hairdress-
ers with certificates from cosmetology programs.

Seamstresses were less likely than hairdressers to provide employment in
their enterprises; 46 percent (eleven) of seamstresses employed workers in
their firms, with a median of two employees per enterprise. There is some
division of labor in these sewing establishments, although less than one
would find in the beauty salons in this study. A few seamstresses did hire tai-
lors, embroiderers, knitters, and sales clerks.

One of the more fascinating aspects of the businesses in this chapter was
the extent to which entrepreneurs engaged in innovation in their enter-
prises. This was perhaps most evident among crocheters, who demonstrated
their business acumen, their knowledge of the market, and their creativ-
ity through their innovative products and practices, such as adding batiks
to the roster of goods for sale. In the mid-19qos, crocheters witnessed an
increase in tourist clientele, made up mostly of Europeans, as well as more
frequent visitors and merchants coming from South Africa. With the com-
ing of majority rule to South Africa in 1994, overall tourism to the south-
ern African region increased, and these crocheters believed this was just the
beginning of a large wave to follow. To attract tourists and others, they made
large, brightly colored batiks with designs that appeared uniquely African
and in many cases southern African. For example, it was not unusual to see
batiks featuring the Zimbabwe bird. These batiks could be used as wall hang-
ings, bedspreads, or tablecloths and to appeal to the tourists, the entrepre-
neurs hung these on their long clotheslines in their crochet market spaces
immediately adjacent to the handmade sweaters, which continued to be in
great demand among South Africans.? In making and selling these batiks,
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which contributed to local material culture, the crocheters exhibited not
only their understanding of the market, but their creativity and business
acumen as well. Knowledge of the market and of the range of handmade
goods sold is demonstrated by a crocheter from Harare: “In 1983, mak-
ing crochet dresses only. Added batiks in 19gp; five years ago with money,
I added carvings. Sell batiks, jerseys, tops, sets, dresses, carvings, necklaces,
woodcarvings. Yes, I also change the patterns and colors.”?

During this same period, from the mid-19gos, crocheters also began to
sell Shona carvings, a unique art form from the region. Although these
goods had been sold at crochet markets in the past, they were sold mostly
by the male artists. These soapstone carvings became a major attraction for
tourists, who admired the carved figures of individuals and families as well
as animals from the region. Not only were women increasing their profits
by selling these goods, but they also were crossing gender boundaries in
engaging in such sales, since this had been the purview of men. Again, their
knowledge of the market is revealed in the following: “[I] started with cro-
cheting only, but realized white foreigners wanted more items and so started
selling jerseys and other carving items. Now, I sell woodcarving, stone carv-
ings, jerseys, all crochet work, bedspreads, tops, tablecloths.”3!

With respect to hairdressers and seamstresses, the former were more
innovative than their counterparts in sewing. About 70 percent of the beauty
salon owners had engaged in innovation compared to only g0 percent of
the seamstresses. For the vast majority of hairdressers, innovation meant the
introduction of new styles and products and an increased variety of goods
sold in their salons. Some that began by mainly providing permanent relax-
ers for their clients then expanded to include various styles of braiding.
Braiding became increasingly popular in the country in the 1ggos. For those
beauty salon owners who had achieved more “middle-class” status in their
businesses, their foreign travels also facilitated innovation. Some examples
of innovation can be noted in their statements:

When I went to the UK, I came back with ideas and different chemicals. I con-
cocted some hair treatments, scalp treatments, and braiding styles. When I
went to the U.S., I learned more braiding styles and treatments.

I do braiding, perms, relaxers and weaving. Now, I do weaving, tints, and
highlights. I introduced new products. Use Revlon Dark and Lovely products
now. Used to use only local products.??

Although seamstresses’ rate of innovation was lower than that of their
counterparts in hairdressing, some of them also added new lines of cloth-
ing to the repertoire of goods that they made or added new designs, such
as embroidery, to their garments: “I have improved with time because I
can sew jackets and trousers. When I began, I just used to sew skirts and
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other small things, but now, I have diversified in line with my experience
and growing demand.”33 Seamstresses were apt to discuss the difficulties
they experienced due to the nation’s austerity and adjustment programs,
which restricted the importation of some raw materials, including cer-
tain fabrics. They also relied on other imported goods that, though not
banned, had greatly increased in cost due to the devaluation of the Zim-
babwe dollar.

Another example of the strong dedication that these businesswomen
brought to their enterprises is revealed in their use of profits from their
firms. The majority of crocheters, hairdressers, and seamstresses rein-
vested profits in their businesses, with crocheters reporting the smallest
percentage that did so—pr1 percent (compared to over 75 percent for
each of the other categories of entrepreneurs). Reinvested profits were
used to expand stocks of hair products, fabrics, threads, wool, or cotton as
well as to add machines to their enterprises, such as sewing, knitting, and
embroidery machines and hair dryers. Crocheters reported that reinvested
profits were also used to hire subcontractors, especially during the peak
Christmas holiday season.

Since most of these businesswomen, especially those in crocheting,
did not draw a set salary from their firm’s receipts, they also used prof-
its to meet family obligations. At the top of this list was providing educa-
tion for their children, particularly during this period of economic crisis
and adjustment when many husbands and fathers who faced unemploy-
ment (or underemployment) were unable to meet their responsibilities.
While entrepreneurs in this study were devoted to all of their children,
they especially expressed the need to pay school fees for their daughters,
who were more likely during this period of economic crisis to be pulled
out of school in favor of their male siblings’ education. The participants
in this study also indicated their belief in the value of education over the
course of their lives; they therefore frequently invested in further school-
ing and training programs for themselves and their extended family mem-
bers. As stated by a Bulawayo hairdresser: “I have tried to educate myself in
an effort to supplement the O-levels. I am educating myself to improve this
business.”®* Their dedication to relatives exceeds their spending on educa-
tion for themselves since the vast majority of entrepreneurs also give their
parents and in-laws regular gifts of money, as well as bring them food and
clothing when they visit.

Given their efforts in employment generation, innovation, and the use of
profits, these Zimbabwean women entrepreneurs not only maintained their
firms during difficult financial times but also contributed to the develop-
ment of human and social capital, material culture, and local and national
development. For many, they have provided a haven in the midst of the eco-
nomic crisis.
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Globalization Zimbabwe Style: Taking a Toll on Business
Development and Personal Lives

As stated above, in response to the economic crisis at the end of the postin-
dependence decade, the Zimbabwe state established an economic structural
adjustment program (ESAP) in late 19go and early 1991 at the behest of
the International Monetary Fund and the World Bank. This program, which
included such conditions as massive devaluation of the currency, reductions
in government spending, and trade liberalization, wrought many negative
effects that were disproportionately borne by poor and low-income women
and children in the nation. ESAP is one facet of globalization in the 19qos,
when the international financial institutions (IFIs) and the Northern hege-
monic powers attempted to more fully integrate nations such as Zimbabwe
into a global capitalist system.

Businesswomen in this study also experienced the impact of ESAP in
many ways that substantially affected their enterprises and their personal
lives: their customer base declined and their sales shrank, leading to lower
or no profits; the devaluation of the currency caused rampant inflation in
the cost of raw materials; bans on certain imported raw materials and other
goods disrupted supplies; costs of import and business licenses went up;
competition increased; and the unemployment rate rose. These factors are
clearly related to each other and in broad terms affected all segments of the
microenterprise sector investigated here.

While participants indicated above that they earned profits in the opera-
tion of their firms, profits did not increase unabated throughout the period
of this research. In fact, the unemployment and currency devaluation result-
ing from ESAP led to smaller numbers of customers in all of these areas,
especially since their products and services were not viewed as essential for
survival. Many entrepreneurs expressed such concerns:

ESAP is here to make people suffer. Profits in 1992 were Z$600; in 1993, they
were Z$200, in 1994, I estimate that they are Z$100.

ESAP affects business—we lose customers because they have no money
to come in, because ESAP closes factories. These other people are possibly
stranded; this affects business here. If you have a job in the formal sector, you
have to look nice—have your hair done. If people are out of work in Bulawayo,
they can’t afford to do their hair. A person who does their hair is a person who
is working.3

The devaluation of the currency made the costs of renting space in which
to work as well as the cost of raw materials for production significantly
higher. Furthermore, given the number of banned goods due to the auster-
ity program, both the process and the cost of obtaining import licenses for
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such inputs was beyond the reach of many women in this study. These issues
caused by globalization had a major negative impact on the financial health
of these firms:

Because of all the bans on imports, then what is happening is that there
are magazines available for new products, which you want to introduce and
become the most popular. It is a problem because you can’t get these products
and it is very frustrating. I have considered going into manufacturing of hair
products, but premises would be a problem and I would have to be a hair-
dresser full-time.%6

With the imposition of ESAP and the retrenchment of tens of thousands
of workers from the national government, the Zimbabwean state encour-
aged the establishment of small businesses and microenterprises as a means
of stemming the tide of poverty. In this regard, more women and men
started enterprises—in markets and along the downtown streets. Crochet-
ers, hairdressers, and seamstresses experienced significant increases in com-
petition as more and more women began these types of businesses in Harare
and Bulawayo:

Things are too expensive, so too many people are crocheting to sell the same
goods, like doilies. There is something wrong. Everything is going up. My hus-
band earns little money, people don’t have much money.

There is a lot of competition, especially from establishments that can afford
to charge lower prices for garments. This means that those who place orders
for resale from the Republic of South Africa will flock there to buy at lower
prices. I have no embroidery machine and therefore must go and get this
done at an extra charge. This machine is about Z$25,000.37

Not only did ESAP lead to major increases in unemployment through-
out the nation as the state retrenched forty-thousand-plus workers, its other
conditions caused ripple effects of unemployment. Unemployment in these
businesswomen’s families created its own share of problems. As previously
stated, participants in this study had to substantially increase their contribu-
tions to maintaining their households and families, particularly in the areas
of providing food, clothing, and the payment of school fees. Entrepreneurs
in this study, though, were adamant that state officials bore responsibility for
ESAP. The words of a combined seamstress and hairdresser sum up the feel-
ings expressed by many in this research:

Under ESAP, retrenchment resulted in loss of customers. With hairdressing
as a luxury business, no one can make themselves attractive while the stom-
ach growls with hunger. ESAP has destroyed so many families; some of my
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relatives are out of work, and people have lost property due to inability to pay
the increase in rates. They tell us that it will end next year, but who knows. I see
the government as being responsible for ESAP. They have cheated us. Minis-
ters live rent-free with healthy allowances and they backdated a 54 percent pay
hike by seven months. They live well, and the rest of us suffer.38

The Economic and Political Crisis and the Microenterprise Sector
since 1999: The Role of Cross-Border Trade

My larger project on the impact of globalization on women entrepreneurs
in the Zimbabwean microenterprise sector ended in 1999, a year that wit-
nessed the beginning of the political crisis in that nation. Over the next few
years, the Mugabe administration experienced the greatest challenges of
its political life—a constitutional crisis, significant global criticism over the
seizure of white-owned farms, “corrupt elections” at every level, as well as
the growing HIV/AIDS pandemic. Hyperinflation became the buzzword to
describe the Zimbabwean economy, which had an inflation rate of over 100
million percent in late 2008.39 Massive food shortages accompanied Zimba-
bwe’s ever-increasing unemployment situation in the new millennium, and
in the past two years cholera reared its ugly head.

Despite these devastating social, political, and economic conditions, the
microenterprise sector actually grew during this period. More and more
traders sold a variety of goods along the city streets with men increasingly
joining the ranks of women who were previously dominant in this sector.

One of the major coping strategies of businesswomen in this sector,
which enabled them to keep their families and enterprises afloat, at least to
some extent, was cross-border trade. Cross-border trade between Zimbabwe
and South Africa was already prominent during the period of my research.4?
Over the past decade, however, cross-border trade with South Africa and
Zambia as well as other southern African countries has multiplied many
times over. What used to be primarily an activity engaged in by crocheters
transporting their doilies, tablecloths, sweaters, and other items to Johan-
nesburg for sale and buying such goods as computer software to sell back
home in Harare has now become an activity that supplies supermarkets,
hotels, and even boarding schools.

Moreover, these cross-border traders have recently formed an organi-
zation called the Zimbabwe Cross-Border Traders Association (ZCBTA),
which boasts over fifteen thousand members.*! The ZCBTA is linked to the
Southern African People’s Solidarity Network (SAPSN), which promotes
grassroots participation in development. As feminist political economy
indicates, Zimbabwean women in this organization are again demon-
strating their agency both in their country and transnationally. They are
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currently lobbying sub-Saharan African governments and the Southern
African Development Community (SADC) to ease border restrictions and
create a regional passport that will facilitate their activities as cross-border
traders. In turn, such action would recognize Zimbabwean women’s efforts
as entrepreneurs in the microenterprise sector and strengthen meaningful
southern African economic cooperation.

Conclusion

Using a feminist political economy perspective, this chapter illustrates that
despite the harsh toll that globalization, especially in the form of the eco-
nomic structural adjustment program, enacted on businesswomen in urban
Zimbabwe in the 19qos, they were able to maintain their firms and make
vital contributions to employment generation, the creation of material cul-
ture, and local and national development. They made these contributions in
the midst of a severe economic crisis (later accompanied by a political crisis)
that led to declining sales, increased competition, shortages of raw materials
for production, and personal sacrifice. Their strong business acumen, cre-
ativity, and determination to improve their lives and those of their families
enabled (and continues to enable) them to move beyond simple survival in
maintaining their enterprises and to engage in cross-border trade. These
female entrepreneurs are the true, unsung heroines of Zimbabwe!

Notes
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Sustainable Strategies in a
Postconflict Environment

Fostering Local Entrepreneurship
in Cote d’Ivoire

ULr RICHTER

Introduction

Private-sector logic and dynamics could become the single largest contribu-
tion to the accomplishment of the Millennium Development Goals in Africa
by 2015. Market-based solutions for poverty alleviation have attracted much
positive attention and have been received both among academics and prac-
titioners, paralleling the success of the systematic adoption of microfinance
around the world.! Moreover, a favorable business climate can be considered
both a comparative advantage and a key public good in emerging markets.?
Following these arguments, development and human rights organizations
have become increasingly receptive to the concept of private-sector strate-
gies to improve the lives of the poor. However, it is of crucial importance that
the creation, implementation, and functioning of private-sector strategies
are pro-poor, and do not resemble a new form of colonialism—a common
critique—that only advantageously serves foreign multinational companies
(or large foreign multinationals). Often, doing business at the “bottom of
the pyramid” may threaten local culture and independence while providing
nowhere near the economic or societal advantages that some suggest.?

In this chapter, I argue that a much more powerful angle to alleviate pov-
erty might be, instead of concentrating on large foreign multinational cor-
porations, to foster local entrepreneurial activity to allow for the emergence
of inclusive, pro-poor markets, and indeed promote local cultures and local
autonomy for sustained change. The importance of locally based entrepre-
neurial activities and initiatives is highlighted by Gracia Clark in chapter 7
of this volume and by Mary J. Osirim in chapter 8. While expanding the



Sustainable Strategies in a Postconflict Environment 197

discussion on this major theme, I examine the general potential and impact
of triggering entrepreneurial activity, as well as financial, operational, and
management constraints on entrepreneurship in Coéte d’Ivoire. This chapter
concentrates on the following major research questions: what is the poten-
tial of professional, interactive e-commerce for local artisanal products from
West Africa to create economic opportunities, foster entrepreneurship,
and help alleviate poverty? and what are the major constraints that must be
overcome? For this chapter, it is assumed that social transformation can be
achieved through various axes: empowering the local population by creating
economic opportunities, promoting local artisanal work and African culture
in general, knowledge transfer, improving business and technological skills,
and integrating African entrepreneurs into the global economy. Tools for
social impact assessment are presented and analyzed. I conclude that if such
challenges to conducting business in Cote d’Ivoire as political instability and
ubiquitous corruption can be overcome, an inclusive e-commerce may have
high potential for creating substantial economic opportunities and initiating
social transformation by connecting African artists to the global economy.

I identify common impediments to establishing business in the Ivorian
environment, integrating insights from active research on ICT dissemination
for creating economic opportunities and fostering entrepreneurship at the
International University of Grand Bassam (IUGB) in Cote d’Ivoire. Thereby,
I aim to synthesize the frameworks of corporate social responsibility (CSR)
and social entrepreneurship in a developing country context. Data were col-
lected through a one-year action research project at IUGB. I, along with other
researchers, was highly involved in interacting with artisans and meeting with
representatives of local cooperatives, community officials, and vendors of arti-
sanal products. Besides participating in more than a hundred meetings, we
also promoted artisanal products around the world, in particular in western
Europe, to assess their market potential and possible ways to improve their
quality. In order to maintain a certain degree of researcher neutrality, we reg-
ularly sat down and discussed our experiences, observations, and concerns. I
also continuously wrote down summaries of our research activities and cross-
checked the results with external experts. Finally, I collected secondary data
from local archives, community officials, local nongovernmental organiza-
tions, and corporate and governmental websites.

The Research Setting

Cote d’Tvoire

Today, Cote d’Ivoire is a postconflict environment (while technically still in
civil war) with substantial unemployment (often reaching 40-50 percent),
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widespread poverty, a large informal sector, an alarming HIV/AIDS rate,
high malaria risk, substantial pollution, high corruption, low trust in govern-
mental institutions, large immigration and strong social tensions.* Negative
reporting on the impediments of African corruption and incompetence are
commonplace. Cote d’Ivoire ranks 151st out of 194 countries in the 2008
corruption index of Transparency International. Daily small-scale corrup-
tion is being accompanied by accusations of large-scale corruption in the
public as well as private sectors.> Recently, chief executives in the Ivorian
cocoa industry were detained on corruption charges for the defalcation of
over $224 million that had been allocated for the purchase of a chocolate
factory in the United States. A particularly problematic form of corruption
is racketeering, which according to a World Bank study cost Cote d’Ivoire
between $230 million and $363.3 million in 2008.% Further serious impedi-
ments include environmental and conflict-related issues, poverty, labor con-
ditions, and the state of public health.”

Grand Bassam

Grand Bassam is a small city with about seventy thousand inhabitants, cover-
ing about 11,300 hectares and located about thirty kilometers east of Abi-
djan, Cote d’Ivoire’s main city with four million people and West Africa’s
major port. Grand Bassam was the first French colonial capital from 1893
to 19oo and remained a key seaport until the growth of Abidjan beginning
in the 19gos. With its beautiful setting, fifteen kilometers of fine (but pol-
luted) sand beach and surrounding Ebrié lagoon, it remains a key destina-
tion for local tourism and an active artisanal center. Grand Bassam’s facilities
include a number of two- to four-star hotels (local standard) with more than
nine hundred rooms, swimming pools, and conference rooms; a number
of restaurants for European and local cuisine; four local and international
banks and money transfer agencies; a hospital; primary and high schools; an
outdated electricity grid; and a broken wastewater network; a limited num-
ber of telecommunication companies and cyber cafés; and a police station.
Grand Bassam is also known for its artisanal village that is located two kilo-
meters from the entrance to the town on the main road to Abidjan. There
are about two hundred stands that display artisanal products made of wood,
bronze, ivory, silver, or gold, including masks, statues, furniture, batik cloth,
paintings and jewelry, that represent the diversity and richness of West Afri-
can tribal culture. Local cultural highlights include the “Fokwe,” a warrior
dance in the Abouré village, and “Abissa,” a one-week street carnival of the
N’zima people, including a royal ceremony by the local king and a street art
and international cartoon festival.®
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Current Problems

Despite its rich heritage and culture, Grand Bassam is in decline. This his-
torical gem of the “Quartier France,” which contains many historical build-
ings from colonial times, is in severe decay. Almost all the colonial buildings
are in ruins and will soon rot away. The reasons for this deterioration
include low budgets for regional development, little expertise on how to
access programs sponsored by multilateral institutions, and an absence of
synergy between initiatives of the government, cities, and the private sec-
tor.? To reverse the decay, on November 26, 2006, Grand Bassam submit-
ted its application for classification as a UNESCO World Heritage Site. Even
though the history of the site, as Cote d’Ivoire’s first capital, certainly helps
its candidacy, the decision is still pending since many historic buildings have
been changed by their inhabitants and would need a major investment to
return them to their original state.

Local culture is weakening and gradually vanishing. The quality of arti-
sanal products has worsened substantially. Wealthy foreign tourists have
virtually disappeared while local customers are few and pay less. Moreover,
young artisans are not educated anymore in the cultural significance and
the specificities of the products that they produce. In addition, the local
celebrations such as Abissa are gradually losing their traditional historical
and spiritual context. The general problem encountered is often described
as “a psychology of poverty,” a lack of understanding of the importance
of preserving local, national, and regional (West African) heritage, or the
complete disregard of it.!1” This is worsened by the lack of engagement by
government institutions with the local (ethnic) people to understand their
specific needs and wants. A number of recent initiatives and projects, how-
ever, provide hope that the situation might improve in the near future.

Signs of Hope
The International University of Grand Bassam

IUGB strives to be a regional center of excellence that will help educate and
train the human capital required for sustained growth and development in
West Africa. IUGB prepares its graduates to participate and to assume lead-
ership roles both nationally and globally. Its mission is “to provide interna-
tionally recognized higher education through technology-enhanced English
medium instruction in fields critical to regional development, international
success and life-long learning.”!! TUGB follows a pragmatic approach and
aims to serve the needs of the local labor market. IUGB opened in January
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200p and was formally established as an accredited institution of higher edu-
cation by Presidential Decree 200%7-47%7 of May 16, 2007. In the fall semester
of 2009, IUGB had 136 students, up from about 120 students in the previ-
ous year. A partnership for technical assistance with Georgia State University
was signed in early 2009 and the first IUGB student graduated from GSU in
June 2009.12

The School of Business, International Relations, and Economic Policy
(BIREP) at IUGB, aims to establish a comprehensive entrepreneurship center
to trigger entrepreneurial activity in West Africa by offering pertinent know-
how, tools, and networking activities for active and nascent entrepreneurs.
The goals of the entrepreneurship center are to establish a comprehensive
entrepreneurship program, a regular regional business plan competition,
and an incubator for small and medium-sized enterprises as well as to offer
advice and consulting services. The entrepreneurship program will consist of
a major in entrepreneurship at the undergraduate level, certificate programs
in entrepreneurship, executive and professional training programs, and a
graduate program in entrepreneurship. Special attention will be paid to the
potential of the following sectors: information and communications technolo-
gies, biotechnology, agribusiness, and renewable energy. A key concern will be
to support female entrepreneurship. In addition, the relevance of corporate
entrepreneurship and entrepreneurial activity within organizations will be
explored. Aiming for regional excellence, the IUGB entrepreneurship pro-
gram will be specifically tailored to the West African business environment,
taking into account local needs and challenges such as the importance of
small and medium-sized enterprises (SMEs) and the informal sector. The stra-
tegic plan for the BIREP entrepreneurship center at IUGB is currently being
developed. Implementation is envisioned to start by the end of 2011 due to
the ongoing postelectoral crisis.!?

Free Trade Zone and VITIB

A free trade zone, the Mahatma Gandhi VITIB (Village des Technologies de
I'Information et de la Communication et des Biotechnologies) was created
as a public company on November 30, 2006, with a number of national and
international partners. The Ivorian government holds a minority interest in
VITIB. Other partners include eighteen companies from Cote d’Ivoire, four
from India, three from China, and one each from the United Arab Emir-
ates and South Africa. The mission of VITIB is to construct the technologi-
cal infrastructure necessary for the commercial exploitation of the ZBTIC
(Zone franche des Biotechnologies et des Technologies de I'Information
et Communication)—a free trade zone created by the Ivorian government
within the territory of Grand Bassam. VITIB aims to turn the free trade zone
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into a center for information and communications technology for both local
and multinational companies. It is searching for companies that want to use
its facilities for production and other industrial activities, R&D, “offshore”
financial services, and training and capacity development at the VITIB Acad-
emy. While hailed in the beginning, VITIB has not been able to take off as
envisioned at its founding due to the general political and internal struggles
that hampered decision-making. However, as of 2010 there are a number of
companies operating in the VITIB. For instance, the South African telecom-
munications company MTN is currently setting up a new data center to be
operated from VITIB.

Kachile

Kachile is a social venture dedicated to alleviating poverty and raising environ-
mental consciousness in West Africa. It aims to create opportunities in the digital
economy through the targeted application of information and communication
technology (ICT). Kachile regards itself as a hub for entrepreneurs and change
agents who drive social innovation and transformation in fields such as educa-
tion, health, ecology, and enterprise development. A focal element of Kachile
is its multistage approach to building lasting and sustainable business solutions
through knowledge transfer and empowerment in ICT and entrepreneurial
learning centers. This will be achieved through three major axes: (1) setting
up of IT infrastructure, technological support, and necessary ICT instruction;
(2) business coaching and incubation for local SMEs, focusing on female entre-
preneurs; and (g) introduction and application of advanced mobile phone
technologies. The name Kachile stems from the local language, Baoulé, and
means “change.” Gradual and lasting social transformation is expected to come
through a number of projects. Current projects include: kachile.com, an e-com-
merce website for local artists in postconflict Cote d’Ivoire; ICT learning courses
to serve as educational hubs for local entrepreneurs; research on mobile tech-
nology for microfinance to provide access to capital; and the analysis of “green”
ICT business solutions for foreign direct investment (FDI) that will help to
redress West Africa’s environmental problems. Typically, in a developing coun-
try context, the ratio of problem-focused information to solution-focused infor-
mation is strongly imbalanced.!* Kachile aims to move beyond these common
identifiable struggles in order to substantially help the poor. Thereby, Kachile
will direct ICT dissemination toward development goals by fostering entrepre-
neurship, spurring endogenous growth, reversing a psychology of poverty, and
ensuring that these changes last. Moreover, Kachile strives to address the imbal-
ance between problem-focused versus solution-focused information by provid-
ing the insights and knowledge required to properly assess risks and recognize
opportunities in francophone West Africa.
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Kachile was founded in January 2009 and is mainly operating in Cote
d’Ivoire. Since its inception a number of milestones have been achieved.
First, an initial placeholder website has been programmed. The site is esti-
mated to be operational for beta testing e-commerce by the end of July
2011. Kachile has assembled an international and local team of students,
academics, international IT and development experts, and business profes-
sionals. Local stakeholders such as the International University of Grand
Bassam, the mayor of Grand Bassam, and the president’s office have been
engaged to provide support. Kachile has also initiated negotiations with
distinguished international and local potential partners such as the World
Bank and VITIB. A first partnership with the Fondation TAPA (which repre-
sents a large number of Ivorian artists) on joint projects to promote Ivorian
artists was struck in June 2009. Both a local company to operate the e-com-
merce site and a foundation in Switzerland have been established to provide
the legal frameworks for its operations.

Kachile.com: E-Commerce for Artisanal Products

Kachile.com is envisioned as an e-commerce site for traditional ethnic and
contemporary art and artisanal products from West Africa. The central
problem that kachile.com addresses is the current lack of direct access for
local African artists to global markets and the lack of promotion of African
culture to mainstream consumers in Europe or the United States. High-
quality artisanal products from West Africa are being sold at enormous price
differentials between what the local artist is paid and what the consumer in
Europe or the United States pays; a product may sell for up to ten times its
original value. Products are mostly brought to the European and American
markets either by individuals, chiefly diasporic Africans, or by merchants
who fill whole containers with products and ship them to Europe or North
America to retail in smaller shops. The solution: Kachile will provide a data-
rich, transparent online platform providing access to potential customers
around the world, using the latest Web 2.0 technologies. An Internet-based
business allows direct connections between consumers, small shops, art gal-
leries, and other potential customers such as banks or corporations to the
supplier operating on the ground. This will allow for higher profit margins
for local artists and lower prices for European and US customers. Income
generated will partially be repatriated to support local artists. The site will
operate as a social enterprise. Consumers will be able to access biographies,
stories, and videos of the artists. The artists will be able to access global mar-
kets through the e-commerce platform. Kachile.com will generate income
through online sales of artisanal products.
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Initially, kachile.com will sell artisanal products from West Africa. It will
start sourcing its products from the artisanal village of Grand Bassam, one
of the major centers for Ivorian artisanal products. Cote d’Ivoire, despite
its current temporary social tensions, remains the economic engine of
West Africa, accounting for about 40 percent of its GDP. Products include
objects of African art such as masks, ceramics, local clothing fashions, fab-
ric, musical instruments, figurines and statues, furniture, and jewelry. The
target markets consist of West African corporations and philanthropists that
are interested in promoting local African culture and, in Europe and the
United States, middle-class consumers, wholesalers, and art galleries that
are interested in African or, more generally, ethnic products. Kachile aims
to organize (a) fashion shows with models wearing African-style fashion
and jewelry; (b) African product-distribution parties where African culture
is presented in a private setting hosted by individuals, ideally with African
roots, and with an ambiance set through African music, movies, and pre-
sentations; (c) expositions of African paintings in art galleries as well as in
restaurants, banks, schools and universities, and retail shops, ideally on a
no-fee basis; and (d) product fairs for Kachile products located in city mar-
kets, administrative buildings, banks, corporate headquarters, and shopping
centers. Finally, Kachile aims to use Web 2.0 tools for online marketing such
as through Facebook, Google AdSense, Twitter, or social bookmarking.

Kachile.com aims to create a substantial social impact through its opera-
tions, beginning first in Grand Bassam. In the city alone there are about one
thousand artists working to support their families and relatives, equating to
a total potential impact of five to ten thousand people. Lifting their living
standards is a major immediate goal. At a later stage, Kachile aims to repli-
cate its model across West Africa.

The Kachile Foundation

The Kachile Foundation plans to initially set up well-equipped ICT learning
centers that will provide instruction and serve as cyber cafés in major cities
in West Africa. They will be operated as for-profit businesses half of the time
and used as classrooms for teaching computer and business skills the other
half. The courses to be taught are envisioned to offer varied levels of dif-
ficulty in adapting both to different age groups and education levels and to
business training requirements and individual needs. A pilot is planned in
local schools, some of which have up to six thousand students. The founda-
tion will then expand its activities to the rest of Cote d’Ivoire, in particular
to the areas that have been affected by conflict. Kachile plans to serve as an
incubator for the small businesses that it hopes will be one outcome of its
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entrepreneurship courses and venture plan competitions, with seed fund-
ing provided to help nascent entrepreneurs to succeed. Kachile will take an
equity position in those businesses generated out of its activities, and the
sales of Kachile’s stakes in those ventures could become a main source of
income in the mid term. Alternatively, cooperation with established partners
such as VITIB might help to overcome the initial operational obstacles and
infrastructural challenges.

The Kachile Foundation will mainly target the young adult population,
ages eighteen to thirty, with attention to the requirements of the politically
unstable environment in Cote d’Ivoire. The country, which underwent a vio-
lent internal conflict from 2002 to 2004, was effectively cut into a north-
ern and a southern half. The dire situation continues despite a peace treaty
signed by the opposing parties and the promise of elections. Not only is
unemployment higher than average in this age group, but also the adoption
of and adaptability to new information and communications technologies
is assumed to be higher than in the older population. The foundation also
aims to be able to provide new skills to ex-combatants who are looking to
reintegrate into Ivorian society. Special courses will be provided to female
entrepreneurs to create an enabling learning environment. Ultimately,
Kachile aims to empower the local (in particular female) population by
creating economic opportunities, improving knowledge transfer and busi-
ness and technological skills, and integrating African entrepreneurs into the
global economy.

The Kachile Foundation will generate income through four means:
(1) revenues generated by tuition for entrepreneurship courses and fees
for Internet usage in ICT learning centers, (2) microfinance and success-
ful investment in SMEs, (g) repatriation of funds from kachile.com, and
(4) donations, grants, sponsorships, and partnerships. To be successful in
the long run Kachile aims to partner with a number of different entities,
among them local cooperatives, universities, development organizations
and UN agencies, and corporations active in West Africa. Through teaching
computer and basic business skills, Kachile hopes to direct microenterprise
creation toward social and environmental goals, including but not limited
to creating jobs for young adults, in particular women; improving access to
essential medicines; and fostering entrepreneurial ventures that focus on
waste management and renewable energy.

Preliminary Results and Observations

Our preliminary analysis demonstrates that the greatest hurdles faced in Cote
d’Ivoire are political instability, ubiquitous corruption, lack of a trained work-
force and access to capital—not necessarily in that order. Entrepreneurial
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thinking and activity is, by nature and definition, risky and involves strategic
thinking. Nevertheless, given persistent high levels of unemployment and lit-
tle foreign direct investment, entrepreneurship is an essential force for job
creation and economic development in Africa.

Financial Constraints

Access to capital for ordinary citizens is difficult since large parts of the pop-
ulation do not qualify for a regular bank account because they either do
not have the minimum amount required for an initial deposit or receive a
regular income too low according to local bank standards. Even small invest-
ments are very often delayed or made impossible since most microfinance
institutions operating in Cote d’Ivoire broke down with the start of the
hostilities in 2002. On the other hand, Western Union (WU) is expanding
rapidly due to the transfers from the rapidly increasing Ivorian diaspora, in
particular from France. Also WU’s competitor MoneyGram is entering the
market on a big scale.

Management and Operational Constraints

The first lessons from the Kachile project indicate that when attempt-
ing to strengthen capabilities at the grassroots level, it is easy to initially
overestimate local skills. When seeking local stakeholders a high degree
of supervision and mentoring is required. In order to preserve the sense
of ownership and pride, and in light of our pilot research, we recom-
mend locating the strongest, most capable person in the social group to
act as mentor to his or her peers, rather than advocate structures based
on authority. Only by initially adapting to, and gradually changing, local
conditions will it be possible to implement long-lasting entrepreneurial
programs that are viable in the nation’s postconflict climate. Moreover,
a number of operational problems relating to the operation of e-com-
merce in Gote d’Ivoire have arisen that are specific to this environment:
For instance, PayPal does not operate in Cote d’Ivoire; any attempt to
access a PayPal account from Cote d’Ivoire is blocked, because the user is
detected as a potential criminal (fraud). Also certain software companies
do not allow the activation of their software in Céte d’Ivoire due to the
fear of copyright infringement. Also, logistics remains a challenge, since
Cote d’Ivoire is considered a remote country with low shipping volumes
(notwithstanding its important harbor at Port Bouet), leading to high
transportation costs when working with established international ship-
pers such as DHL or UPS.
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Cultural Constraints

The pace of business in West Africa is slowed by kinship ties and the ten-
dency of employers to hire within circles of family and friends. Rather than
prescribe an overhaul of these culturally deep-seated business traits, incre-
mental reforms such as on-site evaluation and assessment of employees
and colleagues could be implemented to overcome stagnation and raise
productivity.

Tools for Social Impact Assessment

Kachile is experimenting with the tools that might help in assessing the
impact of the above-described initiatives. These tools focus on social return
on investment and make use of analytical tools developed by the nongovern-
mental organizations and UN agencies.

Social Return on Investment

STV Consulting is a firm offering services in the area of project and stra-
tegic management, policy formulation, training and mentoring, and
general management. The company proposes to go through a four-step
methodology to calculate the social return on investment (SROI) that
will allow Ivorians to improve the ratio between money invested and the
creation of social impacts.!® The first step is to quantify the nonfinancial
impact per unit. Second, proxy data or actual evidence is used to calcu-
late what is the real, unique outcome. The third step that STV Consult-
ing proposes is to translate social impact into dollars per unit to achieve
“social cash flows.” Finally, for SROI, the different “social cash flows” are
totaled, then discounted to provide value, and divided by investment to
date. For these calculations, four levels of value creation must be distin-
guished in relation to quantifiability: (1) easy—for example, cost savings,
capital assets, profit-sharing, emission reductions, investment returns,
or goodwill; (2) relatively easy—for example, insurance, liability costs,
investment projections, landfill use, healthcare costs, addiction treatment
costs, potential earnings, employment rates, or welfare expenditures; (3)
relatively hard—for example, health, physical safety, biodiversity, clean
air, safe water, green space, mobility, availability of electricity, or political
stability; and (4) hard—for example, self-sufficiency, quality of life, dig-
nity, life, or privacy.
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Variety of Assessment Tools

UNEP analyzes a number of social impact assessment tools and methods
based on World Bank materials.!6 It distinguishes between analytical tools
(e.g., stakeholder analysis, gender analysis, secondary data review), commu-
nity-based tools (e.g., participatory rural appraisal), consultation methods
(e.g., beneficiary assessment), observation and interview tools (e.g., partici-
pant observation, focus groups, semistructured interviews, village meetings),
participatory methods (e.g., role playing, wealth ranking, access to resources,
analysis of tasks, mapping, needs assessments, pocket charts, tree diagrams),
and workshop-based methods (e.g., objectives-oriented project planning).

Challenges and Recommendations

The Rockefeller Foundation and the Goldman Sachs Foundation discuss six-
teen social impact assessment methods currently used in the nonprofit and
for-profit sectors based on findings from the Double Bottom Line Project.!”
They argue that the existing methods can be measured regarding three vari-
ables: the type of venture, the investment stage, and functional content (e.g.,
outcome-oriented vs. process-oriented, level of social responsibility). Regard-
ing the conceptual, operational, structural, and practical challenges of the
field of social impact assessment, they offer six main recommendations: (1)
align goals, assessment tools, and best practices; (2) acknowledge evaluation
expenses as part of the cost of doing business where appropriate; (g) invest in
measurement systems and tools; (4) develop examples of proven impact; (5)
balance breadth with consistency; and (6) commit to outcomes assessment.
Due to its early stage, Kachile has not yet embarked on one particular method
for measuring its own social impact but is committed to applying the highest
level of scrutiny to guarantee a maximum impact in the communities and pro-
vide a solid method for continuous learning and improvement.

Discussion and Strategies for Success

Private-sector development strategies, focusing on triggering entrepreneur-
ial activities, first must concentrate on training the local workforce and
access to capital, taking into consideration low literacy and the current lack
of entrepreneurial endeavor. To both cultivate inclusive markets and nur-
ture more sustainable long-term value for producers, private-sector devel-
opment strategies should be tailored to build up human capital by fusing
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modern management methods to realities on the ground. While improving
human capacity is important, competition and regulatory factors also need
to be addressed to usher in a culture of entrepreneurship. In the case of
Cote d’Ivoire, only building an environment that is conducive to promoting
entrepreneurship in a postconflict situation will allow sustainable free mar-
kets to emerge. Ultimately, efforts to attain human development goals must
take into account current capabilities and skills as well as sensitivities to the
Ivorian civil war.

Partnership Strategy

Kachile is negotiating partnerships with the local investment and donor
community, including the World Bank and the International Finance Cor-
poration, to ensure its financial viability. Other potential partners include
the Ministere de la Culture et de la Francophonie, the Direction du Pat-
rimoine Culturel, the Archives Nationale de Cote d’Ivoire, the Association
Quartier France, the Fondation Borremans, the Université de Cocody, the
Préfecture de Grand Bassam, the Cour Royale de Moossou, the Archevéché
de Grand Bassam, the Ministére de I'Urbanisme et de 1’Habitat, and the
mayor of Grand Bassam.

Local Embeddedness and State-of-the-Art Technology

Kachile will provide extensive background information including videos
on artists and local African culture, available for public perusal on kachile.
com. Currently, Kachile is building up a database that is researched and
completed by local team members and by partner institutions. Kachile.com
works with local artists and with a local team who help with finding sources
of quality products. Kachile has signed a partnership agreement with the
local stakeholders of the artisanal sector. Kachile is well positioned to access
local resources and gain credibility for kachile.com locally. Kachile also uses
state-of-the-art software solutions for e-commerce, e-mail marketing, small
business administration, database management, and graphics and design.

Conclusion

Based on the preliminary research, I conclude that if the above-mentioned
challenges to entrepreneurial activity in Cote d’Ivoire can be overcome,
the potential for the successful creation of new businesses to serve the poor
could be tremendous as shown by the success of the telecommunications
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sector in the whole of Africa. The experience of the (ongoing) research
project of Kachile shows that a holistic and yet focused concept is needed
to tackle development challenges in a postconflict environment. Fostering
entrepreneurship becomes a highly complex task with regard to the inter-
play of financial, managerial, operational, and cultural constraints. While it
is hoped that Kachile’s e-commerce solution will have an immediate impact,
and could be considered as a rather minor innovation, the ICT learning
centers fill a much broader need of the West African region for connections
to the global knowledge-based economy. Understanding the need for digitiz-
ing, structuring, and storing information in more efficient ways for adminis-
trative, commercial, and educational purposes is one thing; implementing it
will be a massive task that represents tremendous opportunities for capable
and courageous entrepreneurs. Given Kachile’s limited resources, strategic
local partnerships will most likely play a crucial role in guaranteeing local
embeddedness and real social impacts. A successful collaboration with IUGB
as well as with the local operator of the free trade zone VITIB might prove to
be crucial to ensure lasting success.
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Globalization and
Monetary Convergence

Independent Currency
Union or Dollarization?

CHrisTOPHER E. S. WARBURTON

Introduction

This chapter investigates the prospects of setting up an independent cur-
rency union for West Africa. The prospects of such a union in Africa and
Europe have been found to be contingent on internal reforms and conver-
gence criteria. Using time series data from the World Bank for the period
2000—2000, this chapter shows that the much more globalized French-
speaking countries have comparatively low rates of inflation, though some
West African states collectively continue to have higher rates of inflation.
The empirical evidence shows lack of beta and sigma convergence of infla-
tion rates in states that are aspiring to form a monetary union when intra-
and extragroup comparisons are made. The chapter concludes that some
West African countries are already dollarized (using convertible foreign cur-
rency rather than local currency) and that dollarization provides greater
potential for global economic integration than an independent currency
union. As such, globalization is consistent with monetary convergence—that
is, the elimination of inconvertible or less competitive currencies in favor
of highly competitive and convertible ones. Here, globalization is precisely
defined as economic integration of national economies into the interna-
tional economy through trade, foreign direct investment, capital flows, and
mobility of factors of production. This definition is consistent with what is
loosely characterized as economic integration.

Although currency selection is normally overshadowed by technological
innovation and outsourcing in the explanation of the scope of globalization,
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the type of currency being used for international transactions is integral to
the pace at which nations on the periphery of international economic activ-
ity can be integrated into the global economy.

This chapter maintains that de jure (official) dollarization, more than an
optimum currency area (OCA) or de facto (unofficial, but expedient) dol-
larization, enhances the prospects of globalization for the nations of West
Africa that aspire to form a monetary union. This argument is premised on
the fact that inconvertible currencies or the semblance of them can no lon-
ger compete in the changing global economy and that efforts to postpone
the embracing of convertible currencies can only prolong the economic
decline of states that are having great difficulties with inflation, lack of cred-
ibility, capital outflows, and lack of access to international capital markets.
Of course, the currency impediment subjects these nations to the so-called
original sin, which makes it impossible for them to borrow in their incon-
vertible currencies from global capital markets.

To raise capital and become competitive, countries must now be inte-
grated into the global economy, but the failed attempts to establish a cur-
rency union prolongs the adverse consequences of monetary nationalism
and inconvertible currencies. The effects of inconvertible currencies and
the inability to raise capital evidently lead to seigniorage and currency sub-
stitution (de facto dollarization)—a situation in which foreign convertible
currencies are extensively used in place of local ones—although sovereign
governments have not officially renounced the use of local currencies.

The members of the West African Monetary Zone (WAMZ)—Nigeria,
Sierra Leone, Guinea, and Ghana (Gambia being an exception)—continue
to have higher rates of inflation relative to the de facto dollarized optimum
currency area of the former French colonies and the de jure dollarized Latin
American countries. As a result, the inability to attain convergence criteria
consistently endangers timely investments or capital inflows. This problem,
which is also symptomatic of the lack of a credible exchange rate regime,
greatly reduces the capacity for nations to be integrated into global markets
in order to earn the much coveted reserves that are crucial for stabilizing
their economies—that is, maintaining stable prices (and therefore credibil-
ity) while increasing output or reducing the level of unemployment.

A closer look at convergence criteria for the WAMZ currency area shows
that inflation is a much more refractory problem for WAMZ’s membership.
As such, the empirical focus of this chapter analyzes the prospects of conver-
gence based on inflation disparities while evaluating de jure dollarization
and the sustainability of an optimum currency area.

The rest of the chapter is structured to account for the following: (a)
relevant aspects of the prevailing literature on globalization—early forms
of integration, OCA, and dollarization; (b) the quest of convertible currency
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for globalization; (c) empirical evaluation of the criteria for monetary
union in West Africa; (d) implications of the failure of monetary conver-
gence for globalization; and (e) evaluation of competing arrangements for
price stability and globalization. Concluding remarks are provided at the
end of the chapter.

The Globalization and Currency Literature

Although the modern content of globalization has been given considerable
attention, globalization has undergone important phases of development.
When these phases are put in perspective, they tend to show how some
nations have benefited from innovation more than others because of a rapid
reaction to technological innovation and economic transformation.

Robert Carbaugh identifies three significant phases: 1870-1914, 1945—
80, and the post-1980 period.! All of these periods are characterized by
innovation and reduction in the cost of production and exchange. In the
first period, steam replaced wind as a means of transportation and led to
reduced tariffs and transportation costs. The second phase witnessed consid-
erable specialization in trade, as rich countries specialized in manufacturing
and industrial agglomeration. Most developing countries did not participate
significantly in global trade in manufacturing and services.

During the third phase, some developing countries, such as China, India,
and Brazil, have been able to utilize labor to create comparative advantage
in labor-intensive industries. Some countries benefited from outsourcing
and capital flows and minimized the effects of constrained labor mobility.
The WAMZ countries have not been significant beneficiaries of this phase of
globalization.

In the 1940s the WAMZ countries were still colonized, and after indepen-
dence, they have struggled with civil wars or structural problems to compete
with industrialized countries. Yet, the most recent phase of globalization has
provided tremendous opportunities to transform human capital and tap
into the technologically advanced service sector to reduce unemployment
and increase national welfare.

However, the literature on globalization has not been monolithic. It pres-
ents discontents and optimism, which makes it imperative for nations to
decide how they want to weigh the marginal costs and benefits of embracing
economic integration. Jagdish Bhagwati extols the virtues of international
trade and global integration within reasonable limits. He notes that many
poor countries that turned away from international trade and investment
flows made the wrong choice, unlike countries of East Asia that used inter-
national opportunities to great advantage.?
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Trade is not inherently harmful, but undesirable policies and terms of
trade may further immiserize (decrease the welfare of) a country and its poor.?
Nevertheless, the capitalist structure of globalization and the expansion
of multinational corporations into more and more countries have created
apprehension. Multilateral institutions have not always been very careful or
sensitive to the needs of poor countries that seek ways to be integrated into
the global economy.

Joseph Stiglitz recounts some of the many downsides of globalization,
which include the financial architecture for global trade finance and liberal-
ization as well as structural adjustments to maintain long-term growth. Much
more pointed is Stiglitz’s analysis of how the International Monetary Fund
(IMF) and the World Bank (WB), through their policies of imposing con-
ditionalities and structural adjustments, have made some of the developing
nations worse off in the process of promoting global trade and stabilization
of national economies—policies that are noticeably conceived of as contrac-
tionary and inflaltionary.4

Since inflation is triggered by excess money relative to output, it is logi-
cal to analyze the role of monetary policy, exchange rate regime, or cur-
rency selection in the quest of price stability and globalization. Central to
an understanding of inflation in West Africa is the nexus of fiscal and mon-
etary policies—a connection that shows how expansionary monetary policy
is induced by deficit spending in order to compensate for shortfalls in tax
revenue or government income—a situation in which governments spend
more than they collect in taxes or revenues and then use seigniorage to
finance deficits through nonautonomous central banks.

Inflation has always been a nuisance to economic integration. It is a symp-
tom of financial trouble, and once it mutates into hyperinflation countries
must then find ways to arrest its rapid growth or ascertain a reasonable mea-
sure of credibility in exchange rates. The ocular signs of trouble are de facto
dollarization or a movement to a monetary union, both of which are choices
to arrest uncontrollable price increases and loss of credibility in the efficacy
of a currency.

The theory of OCA was first comprehensively outlined by Joseph Mundell
long after the colonies francaises d’Afrique (French Colonies of Africa, or CFA)
had a union of their own. He put it forward at a time when the Europeans
were nursing their union.” His theory presents an optimum currency area
as one within which currencies of a group of nations are permanently fixed
to an international currency or currencies under conditions that will make
the exchange rate of the monetary union an optimum arrangement against
nonmember currencies.

The OCA theory has been used by many economists to evaluate the
costs and benefits that may be derived from forming monetary unions in
Africa. David Fielding and Kalvinder Shields applied the theory to the two
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francophone monetary unions in Africa in order to identify and compare
the impact of macroeconomic shocks on different members of the CFA zone
and on Kenya.® They focused on shocks to aggregate output growth and to
aggregate price inflation by constructing a structural vector autoregression
(VAR) representation of the macroeconomy of each member of the CFA
and Kenya.” They concluded that the cost of lost monetary autonomy can be
larger in comparison to monetary response to an immediate shock.

John Anyanwu extends the monetary union literature by estimating the
beneficial macroeconomic effects of monetary unions with respect to trade
and output and suggests that a monetary union (the use of a single cur-
rency within a region) is good for bilateral trade and economic growth. In
his study, panel economic indicators are used for individual members of the
West African Economic and Monetary Union (WAEMU), otherwise known
as Union Economique et Monétaire Ouest Africaine (UEMOA), as well as
non-UEMOA ECOWAS counterparts to determine whether the monetary
union brought about stabilization between 19go and 2001.8 His findings
indicate that stable economic growth was greater in the WAEMU countries
than in non-WAEMU countries during the period of the analysis, but the
same result was not observed in terms of inflation.

Other authors have developed extensive modeling efforts to focus on
price stability, cost-benefit (CB) analysis, and the desirability and prospects
of monetary unions. A significant example for the CB assessment can be
found in the work of Paul Masson and Catherine Pattillo.? In their influen-
tial work, they examine the CB analysis of monetary union in West Africa in
terms of trade patterns, asymmetric shocks, labor mobility, fiscal transfers,
and exchange rate stability. They express doubts about the sustainability
of the union given macroeconomic fluctuations and institutional arrange-
ments prior to 2004.

Absent the prospects of price stability, some nations of the world have
traditionally turned to official dollarization so that they can rapidly restore
price stability and be integrated into the global economy. The literature on
dollarization is diverse, but it demonstrates widespread agreement on price
stability and enhanced prospects of integration.

Robert Rennhack and Masahiro Nozaki tested several explanations for
financial dollarization and found it to be a rational response to inflation
uncertainty.10 Yet, the restoration of confidence in a domestic currency may
take many years and consistently sound policies. Confidence is normally
shaped by the ability or inability of social planners or governments to freely
print money to finance deficits. However, lacking the strong will to resist
the temptation of seigniorage, nations can quickly experience “original sin.”
Dollarization insulates against that temptation.

The value of dollarization for globalization rests on the ability of nations to
tap into money and capital markets and attract investment. Barry Eichengreen
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and Ricardo Hausmann highlight the credibility gap in terms of currency
mismatches and “original sin.”!! The ultimate question confronting nations
in the belated quest for economic integration is how their currencies of
choice can best restore financial credibility and influence investments. OCA
does not quite explain the answer convincingly, even though it may well lead
to comparative price stability. The next section discusses the problems with
convergence criteria and choice of currency for globalization.

Money and the Quest for Globalization

The fundamental challenge of creating an OCA like that of the eurozone or
the CFA area for the WAMZ members is attaining convergence criteria—the
criteria that will put the members on a sound enough footing to give up
their local currencies in favor of the eco. But in the globalized world of for-
midable convertible currencies, the new currency will have to compete with
the US dollar, the euro, the British pound, and the Japanese yen.

The ECOWAS treaty of 1975, like the Treaty of Rome in 1957, was
designed to achieve an economic union (monetary integration).!? Although
the West African and Central African colonies of France (CFA) had an OCA
in the 194o0s, the bases for an economic union or OCA were not given con-
siderable scrutiny until the 1960s. The preconditions for the use of a single
currency or exchange rate regime in both regions can however be attributed
to different conditions after the Second World War.!3

The surrender of monetary policy to a regional central bank is a much wel-
comed idea to ensure the credibility of monetary authorities in attaining some
measure of price stability. Of course, the leaders must first genuinely come to
terms with the idea of relinquishing monetary sovereignty, after which they
must deal with the political and cultural problems that lurk beneath a sustain-
able monetary union in a culturally diverse region of the world.

Convergence criteria are preconditions for the alignment of monetary
and economic policies prior to the circulation of a common currency for
the members of a monetary union. These criteria are broadly intended to
limit money growth to check inflation and to put a lid on deficit financing
by the monetary authorities of prospective members to ensure credibility
and healthy economic prospects.

The objective is to obtain a high degree of symmetry against a pegged
currency that is not expected to move or adjust adversely to idiosyncratic
shocks. It is therefore necessary, as Mundell points out, for shocks to be sym-
metric rather than asymmetric. Otherwise, wages and labor movement must
be flexible enough to compensate for divergent idiosyncratic shocks. In
1969, Peter Kenen added within-country diversification of export capacity as
a mitigating factor for lack of flexibility.!4
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The convergence criteria of the European Union (EU) are currently
used as a modified template for the WAMZ. The Accra summit of 2000
established the criteria that were supposed to have been achieved by the
members in 2003, but the criteria were subsequently extended to December
2005, December 2009, and (at the time of this writing) January 2015. The
criteria include: (a) the accumulation of gross official reserves to cover at
least six months of imports of goods and services after 2003; (b) a maximum
budget deficit that is no more than 4 percent of GDP; (c) a rate of inflation
not exceeding 5 percent; and (d) central bank financing of a budget deficit
not exceeding 10 percent of a previous year’s tax revenues.!”

The long-run inflation situation is significant because fiscal policy (tax-
ing and spending) will remain in the hands of individual national govern-
ments—as do policies about labor, pensions, and capital markets—though
they are stripped of the ability to make monetary policy. Fiscal policy, like
monetary policy, is capable of destabilizing prices in the long run. As such,
it is vital for governments to commit to commonly agreed-upon rules about
public finances that are intended to obtain price stability, growth, and exter-
nal balance.16

The yardsticks of measurement for convergence indicate that the WAMZ
countries are precariously poised for a monetary union. Labor mobility may
not be as flexible as it is presently conceived in the face of wage rigidity.17
History teaches that immigration and instability in one country can quickly
degenerate into xenophobic hostility and expulsion of foreigners in another
in times of grave political and economic peril.

Language and cultural barriers impose additional restrictions—just as
persistent inflation, compromising monetary policies, and untrammeled
fiscal policy can create significant disturbances within a monetary union.
These precautions are noteworthy and indicate that although monetary
unions like that of the CFA zone have a better record on inflation, they also
tend to be less than optimal in the race to achieve global economic integra-
tion. The following section evaluates the prospects of monetary union in
West Africa, given the preconditions.

Empirical Analysis: Are Convergence Criteria Attainable?

The empirical analyses in this section report data on convergence crite-
ria and then evaluate the prospects of convergence by using World Bank
data on inflation for the WAMZ countries from 2000 to 2006. To assess the
desirability of OCA or dollarization the rates of inflation in three regions—
WAEMU, WAMZ, and Latin America—are considered for analysis. The pre-
ferred measure of inflation is the average annual percentage change of the
gross domestic product deflator (the ratio of nominal GDP to real GDP),
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which is a broader measure of inflation than the consumer price index
(CPI) or the producer price index (PPI).

Convergence is measured by two approaches both within and outside the
WAMZ and WAEMU regions: (1) the rate at which inflation changes (beta,
B, convergence) over time; and (2) the deviation of inflation over time from
an average value (sigma, o, convergence). In mathematical notation these
measures can be denoted as follows:

Ay,

p= T (beta convergence), (1)

(sigma convergence); (2)

where A is for change, # is the mean of a variable for a category of countries,
x is for a raw score, 7 is for the number of countries or categories considered,
ijt indexes two groups of countries (zand j) for comparison over time (f), and
sigma (3) is the usual summation operator.!8

These measures indicate whether initially high inflation rates in some coun-
tries tend to fall over time to converge with relatively low inflation rates in
other countries and whether the disparities in rates of inflation are getting
smaller over time when they are evaluated against an average rate of inflation.

Although convergence is desirable for global economic integration, the
2008 convergence report indicates that the WAMZ members have collectively
performed poorly on the inflation target (table 10.1). Only Gambia was able
to meet the target for two out of three years. Gambia and Nigeria did well on
deficit financing and the accumulation of gross reserves. Without external or
asymmetric shocks, fiscal restraint is a good complement of independent mon-
etary policy, but evidently inadequate for long-term stability. Guinea and Sierra
Leone are evidently facing steep challenges to meeting convergence targets.

Empirical analysis shows beta convergence of inflation rates for Nigeria
and Gambia over the six-year period (table 10.2). Nigeria started with a
higher rate of inflation in 2000 but reduced the rate substantially by 2006,
while the growth of inflation in Gambia was virtually stagnant. This is not the
case for the other members, particularly Guinea and Sierra Leone, which
registered a positive growth rate of inflation.

The results of beta convergence mirror those of sigma convergence. Table
10.9 shows that there is also no sigma convergence for the period of analysis.
The spread or dispersion of inflation rates for Nigeria and Gambia decreased
by a standard deviation (SD) of approximately 21.66, from 24.40 SD in 2000
to 2.74 SD in 2006, but this was not the case for the remaining members of
the WAMZ, for which dispersion in average annual inflation rates actually
increased from 11.08 SD in 2000 to 15.84 in 2006, a net increase of 2.81 SD.



Table 10.1. Convergence report, 2006-8

Inflation (< 5%)

Fiscal deficit/GDP (< 4%)

2006 2007 2008 2006 2007 2008
Gambia Y N Y Y Y Y
Nigeria N N N Y Y Y
Ghana N N N N N N
Sierra Leone N N N N N N
Guinea N N N Y Y Y
Central bank financing (< 10%) Gross reserves (> 6 months)”
2006 2007 2008 2006 2007 2008
Gambia Y Y Y Y Y Y
Nigeria Y Y Y Y Y Y
Ghana Y N Y N N N
Sierra Leone N N Y N N N
Guinea N N Y N N N
Y =yes; N =no

Note: Three months required by 2000 and six months as of 2003.

* Source: West African Monetary Agency, http://www.amao-wama.org (accessed August 15,
2009).

Table 10.2. Beta convergence and divergence in WAMZ

Country 2000 2006 B Country 2000 2006 B
Nigeria 38.17 794 -0.79 Sierra Leone 6.11 14.13 1.31
Gambia 3.66  4.07 0.11 Ghana 27.23 14.63 -0.46
Cumulative
Average 20.91 6.00 -0.71 Guinea 11.13 38.36 2.45
Cumulative
Average 14.82 2237 051
Table 10.3. Sigma convergence and divergence in WAMZ
Nigeria ~ Gambia c Sierra Leone Ghana Guinea c
2000 38.17 3.66 24.40 6.11 27.23 11.13 11.03
2006 7.94 4.07 2.74 14.13 14.63 38.36 13.84
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Table 10.4. Beta and sigma convergence and divergence in WAMZ and
WAEMU

Beta (inflation, average annual percentage)

2000 2006 B
WAEMU 1.85 2.23 0.21
WAMZ 17.26 15.82 —0.08
WAMZ (2)? 14.82 22.37 0.51

Sigma (inflation, average annual percentage)

2000 ol 2000 62
WAEMU 1.85 WAEMU 1.85
WAMZ 17.26 10.90 WAMZ(2)? 14.82 9.17
2006 2006
WAEMU 2.23 WAEMU 2.23
WAMZ 15.82 9.61 WAMZ(2)? 22.37 14.24

2 Without Nigeria and Gambia (converging WAMZ countries)

A broader analysis of convergence in the West African region (table 10.4)
shows that although the inflation rates are significantly different, there is a
tendency for the inflation rates in the WAMZ and WAEMU regions to con-
verge as a group when the performance of Nigeria and Gambia are taken
into consideration, but not when the other WAMZ states are collectively fac-
tored into consideration.

The WAMZ countries started with a very high average inflation rate rela-
tive to their CFA counterpart, but they actually experienced an increase in
the growth rate of inflation when Nigeria and Gambia, the two converging
countries, are not taken into consideration. The result changes when these
two are included, suggesting a negative growth rate of inflation (-0.08).

The finding of divergence is replicated for sigma convergence when Nige-
ria and Gambia are not taken into consideration. When the two countries
are included, variance in the rate of inflation over the two periods contracts
by about 1.29 SD (10.9 SD in 2000 to 9.61 SD in 2006). By excluding the
two countries, the dispersion in inflation rates increases by 5.07 SD (g.1%7 SD
in 2000 to 14.24 SD in 2006).
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These findings are not very optimistic and they are generally indicative
of lack of beta or sigma convergence in the short run within the WAMZ
or outside the WAMZ for the ECOWAS region. The numbers indicate that
Nigeria and Gambia currently hold the key to regional convergence with the
WAEMU. But the lack of convergence portends problems for regional eco-
nomic integration and increased volume of global trade. The implications
of failure are discussed in the next section.

Implications of the Failure of Monetary Convergence for Globalization

The immediate consequences of persistent failure can ultimately be found in
the levels of inflation, de facto dollarization, and foreign direct investment
(FDI), as economic agents try to hedge against inflation, secure convertible
currencies, or find ways to reduce transaction costs or maximize profits. In
actual fact, these indicators are already evident in the region. The CFA opti-
mum area and dollarized Latin American states maintain much more stable
prices though they tend to struggle with fiscal policy and asymmetric shocks.
Table 10.5 gives a comparative result of the average levels of inflation for the
period under review.

It can be seen that the WAEMU countries and the officially dollarized
Latin American countries have inflation in the single digits while the WAMZ
countries have inflation in double digits, for the most part. The broader

Table 10.5. Inflation, GDP deflator, 2000-2006 (average annual percentage)

Latin America

WAEMU Inflation WAMZ Inflation (dollarized) Inflation
Benin 3.56 Gambia 12.12 Panama (1904) 1.26
Burkina Faso 2.51 Ghana 22.50 Ecuador (2000) 9.03
Cote d’Ivoire 294  Nigeria 18.22 El Salvador (2001) 3.34
Guinea-Bissau 0.63  Sierra Leone 7.92 Guatemala (2001)  7.12
Mali 4.08  Guinea 17.33

Niger 2.88

Senegal 1.95

Togo 0.50

2 Without Nigeria and Gambia (converging WAMZ countries)

Source: World Bank, World Development Indicators CD-ROM (2008).
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Table 10.6. De Facto dollarization in West Africa

Foreign currency deposit

Country (broad money [M2] in millions US$)
Gambia (2008) 15,017/9,287 = 1.62

Ghana (2007) 993/4,774 = 0.21

Sierra Leone (2008) 307,444/1,013,797 = 0.30

Source: Annual Reports of Central Banks (local currency units).

measure of inflation shows a significant variation for Gambia, but this is due
also to the extended period of analysis. Not surprisingly, some of the West
African states are already dollarized as a result of inflation and currency
inconvertibility.

To assess the level of de facto dollarization, the ratio of foreign currency
deposit to broad money measure (M2) is computed. The broad money
measure is used because it captures the definition of money as a medium of
exchange and store of value. This algorithm of de facto dollarization is con-
sistent with that of Andrew Berg and Eduardo Borensztein’s estimate of dol-
larization for Argentina, Bolivia, Costa Rica, Nicaragua, Peru, and Ulruguay.19
Table 10.6 shows that at least three countries in the region are already dollar-
ized substantially: Gambia (2008), Sierra Leone (2008), and Ghana (2007).

The ratio for Gambia is 1.62; Sierra Leone, 0.9; and Ghana, o.21—the
higher the ratio, the greater the degree of dollarization. The ratio in Gam-
bia is noticeably high because of its degree of financial market liberalization
and the ability of residents and nonresidents to freely open accounts in local
and foreign currencies. The former CFA franc also had a substantial pres-
ence in the country before the implementation of the euro.

Generally, the magnitude of unofficial dollarization in West Africa is
unknown and more likely to be greater than official estimates because of the
surreptitious circulation of foreign currencies outside the banking system in
the underground economy. Substantial de facto dollarization has destabiliz-
ing consequences for any macroeconomy.

On the fiscal side, unofficial dollarization increases participation in the
underground economy and reduces the cost of tax evasion. On the mon-
etary side, when de facto dollarization is widespread, the effective money
supply is difficult to measure and expansionary policy can create procyclical
destabilizing effects rather than countercyclical stabilizing effects. That is,
expansionary monetary policy can actually cause inflation instead of increas-
ing output, thereby reinforcing a trend of low output and inflation in the
business cycle rather than preventing it. These consequences have effects on
transaction costs and capital flows.
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Inflation and exchange rate instability affect the transaction costs of
international exchange and long-term capital flows. Nervous govern-
ments may impose capital controls to regulate the flow of capital, and
in so doing increase the incidence of corruption. Desai and colleagues
estimate that transnational affiliates that are located in countries with
capital controls face 5.25 percent higher interest rates on local borrow-
ing than do affiliates of the same parent borrowing locally in countries
without capital controls.?’ Higher interest rates discourage investment in
countries with capital controls on trade in financial assets in forward and
exchange rate markets, and corruption in turn affects the flow of foreign
direct investment, such that the combination of inflation, capital con-
trols, and corruption impinges on FDI, though the saving-augmenting
effect of FDI for poorer countries is well known. This means that because
poorer countries have low levels of aggregate saving for capital forma-
tion, relatively long-term inflows from abroad (FDI) can actually help to
augment national saving.

Property, plant, and equipment tend to grow faster at an annual rate fol-
lowing liberalization or globalization. Liberalization of controls or global-
ization checks investment outflows and reduces transaction costs. Reduced
transaction costs facilitates increased international trade and investments in
countries with common convertible currencies.

Table 10.7. Average FDI stock, 2000-2007 (in millions US$)

Latin America  Average =~ WAMZ Average =~ WAEMU Average
El Salvador 3,593.98 Sierra Leone 359.65  Benin 270.62
Guatemala 4,751.57 Nigeria 85,767.63 Burkina Faso 147.78
Panama 9,569.94 Gambia 328.82 Cote d’Ivoire  3,685.98
Ecuador 8,918.80 Guinea 468.20 Mali 683.60
Cumulative
Average 6,708.57  Ghana 2,183.17  Guinea-Bissau 52.94
Cumulative

Average 7,821.49  Niger 102.50
Senegal 363.58
Togo 630.04

Cumulative
Average 742.13

Source: United Nations Conference on Trade and Development (www.unctad.org).
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Descriptive statistics in table 10.7 (without the outlier effect of Nigeria)
show that the value of the average stock of FDI is higher in the dollarized
states of Latin America relative to the other categories of states for the
period 2000-2007. The average stock of FDI in the WAMZ region is com-
paratively higher than that of the WAEMU countries because of FDI in oil-
rich Nigeria. Nigeria’s FDI asset aside, the value of FDI stock in the WAMZ
region drops precipitously to approximately $667.97 million (a value to be
demonstrated, quod erat demonstrandum), which is significantly less than that
of all the regions.21

The European story of monetary harmonization lends support to the
empirical report of table 10.7. Hisham Foad observes that since 1999, the
UK’s share of FDI heading into Europe has declined dramatically, while
the eurozone’s share has increased, essentially because the formation of
the eurozone eliminated nominal exchange rate volatility between member
states and increased export market access within the monetary union.?2

For source countries outside of Europe, eurozone countries are more
attractive destinations for export-oriented FDI, as operations within the
union are insulated from destabilizing currency fluctuations. Foad estimates
that as exchange rate volatility between a non-euro country and local export
markets increases, or as the market size of the eurozone increases, more and
more investment will be diverted toward eurozone countries.2?

There are specific ways through which monetary convergence can
enhance globalization. With monetary convergence households and busi-
nesses reduce the transaction costs that are associated with the exchange
of currencies, including the need to hedge against foreign exchange risk;
capital controls are minimized; the destabilizing effect of de facto dollariza-
tion is eliminated; and resource mobility is significantly enhanced. The next
section takes a look at a menu of currency arrangements to ascertain the net
benefit of dollarization for globalization.

Globalization by OCA, Currency Board, or Dollarization?

The controversy over the currency arrangement that best fosters globaliza-
tion is persistent, but a comparison of three major competing options—
OCA, currency boards, and dollarization—is revealing of the prospects for
macroeconomic stability, pace of globalization or economic integration, and
sustainability.24 Table 10.8 summarizes the main arguments. Under any of
the arrangements a government can make fiscal policy, but not monetary
policy and fiscal policy. Dollarization is largely irreversible, but not the other
arrangements.

Examples of failed OCA and currency boards can be found in East
Africa in the 1960s, and, more recently, in Argentina; the South American
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Table 10.8. Currency arrangements for stability and globalization

OCA Currency board Dollarization
Stability indicators reversible Yes Yes Unlikely*
External shock Yes Yes Yes
Need for reserves Substantial ~Substantial Less substantial®
Risk premium Higher Higher Lower*
Monetary and fiscal policies No No No
Transaction costs Higher Higher Lower*
Balance of payments difficulties ~ Severe Severe Less severe*
Concessional financing Yes No No*
Devaluation Yes After dissolution No*

* Important for credibility and macroeconomic stability

country’s currency board lasted from 1991 until 2001. In the 1980s and
199os some larger economies of the West African CFA zone enjoyed conces-
sional financing of their fiscal deficits that are reminiscent of questionable
monetary expansion in East Africa of the 1960s—a system whereby central
governments borrow from commercial banks that then obtain refinancing
from the regional central banks.

Table 10.8 shows that at some point in time, all countries experience the
effects of external shocks or cycles. This may be as a result of currency deval-
uation, collapse of financial markets, adverse prices for primary products
and fuel, or weak foreign absorption (demand), but dollarized countries
with a good measure of fiscal responsibility tend to be well situated for the
acquisition of foreign reserves. Even when risk of external shocks cannot be
eliminated, full dollarization absorbs the impact of shocks more favorably
and lowers the risk of contagion by eliminating exchange rate risk.

The acquisition of reserves is crucial to resolving current and capital
account imbalances because nations must pay for their imports or out-
flows of capital in foreign currencies. Dollarized economies can afford
to hold relatively fewer reserves. Panama enjoyed stability for about sixty
years after it dollarized, and Juan Luis Moreno-Villalaz notes that Pana-
manian banks hold 5 percent lower reserves than they would have with-
out dollarization.?®

The inability to acquire reserves imposes severe challenges for the settle-
ment of payments imbalances. Sovereign debt and financial instability com-
promise the ability of poorer West African governments to provide urgently
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needed social and infrastructural services—health, education, roads,
bridges, and high-speed rail. These drawbacks contribute to political insta-
bility. The potential for acquiring reserves under OCA or a currency board
arrangement is less robust relative to a dollarized system (see table 10.8).

Shortfalls in reserve earnings have forced governments to resort to trade
and capital controls in the form of tariffs and nontariff barriers and restric-
tions on capital outflows via rationing of currencies and multiple exchange
rate regimes to minimize the importation of less-essential goods and to
defend the local currency in forward markets. This is not an entirely pecu-
liar phenomenon to any West African state. For example, in February 2009,
the Nigerian Central Bank restricted the sale of foreign currency as the naira
depreciated in value because of falling oil prices.?% It is uncertain whether
the country will see the repatriation of emigrating or flight capital.

As a result of the problems of the black market in the foreign exchange
market, the Sierra Leonean government introduced the two-tier exchange
rate system—an official rate and a commercial rate—in December 1982. The
government merged the two exchange rates at a rate of Le 2.50 = US$1 in
1983 and required residents to obtain central bank permits to buy foreign
exchange in order to import essential goods into the country. A thriving black
market still exists for foreign exchange, though a policy of financial liberaliza-
tion including open market operations is pursued by the central bank.

In Ghana, foreign exchange transactions are regulated under the
Exchange Control Act of 1961 (Act 71). The Bank of Ghana is the main reg-
ulatory authority, though certain regulatory approvals under this law, such
as equity investment by nonresidents, require the approval of the bank and
the ministry of finance.

An important advantage of dollarization is that interest rates and risk pre-
miums are relatively lower in dollarized countries. The dollarized country
accepts inflation and interest rates that are synchronized or similar to those
of the United States or the global economy because of arbitrage opportuni-
ties. Price disparities are more often than not indicative of transaction costs.

Though the effects of an exchange rate regime or currency arrangement
are not generally identical, nations must carefully evaluate the costs imposed
by the adoption of a currency or exchange rate mechanism. The cost of set-
ting up an OCA depends on convergence criteria and the probability of sus-
tainability. The cost of establishing a currency board is closely contingent
on the balance of payments situation of a country, capital inflows, external
shocks, and the extent to which spending obligations can be sustained. Small
economies with uncontrollable money supply, loss of credibility, inconvert-
ible currencies, and weak investments that seek global integration are well
suited for dollarization.

Dollarization costs involve the redemption of local currency in circula-
tion, the degree of de facto dollarization, access to foreign credit markets,
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wage rigidity, and the sequencing of the process of dollarization. Dominick
Salvatore reports the (immediate) cost of dollarization to be about 4 to 5
percent of GDP for Latin American countries.?” The tabular representation
of stability indicators in table 10.8 shows that dollarization has the greatest
net benefit for the maintenance of price stability, capital inflows, economic
growth, and globalization.

Conclusion

The contemporary global economy is rapidly being shaped by enduring or
irreversible globalization as businesses try to harness technological inno-
vation to reduce the cost of production and gain competitive advantage.
Nations that prefer to be integrated into the circuits of innovation and devel-
opment must now find ways to speedily foster economic transactions, main-
tain price stability, increase employment (internal balance), and increase
foreign reserves for bringing capital and current accounts into equilibrium.
As such, a nation’s selection of a currency arrangement is integral to the
process of growth and globalization.

The West African OCA that is sought for globalization is largely sub-
optimal because of preexisting economic and social conditions, but also
because of the transaction costs and the low probability of a new cur-
rency successfully competing against the major convertible currencies that
already play dominant roles in the global economy. Empirical evidence
shows that inflation is a much more refractory problem for the WAMZ
countries and that convergence by beta and sigma measures is not very
promising. Currency harmonization like that of the CFA zone guarantees a
greater degree of price stability, but is inadequate to arouse confidence in
the viability of a monetary arrangement. Nations that provide assurances
of fiscal responsibility and require price stability and globalization must
now seriously consider the use of convertible currencies if they desire to
maintain internal and external balance in order to expeditiously attain
global economic integration.
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The Impact of Globalization
on Emerging Markets

The Case of Cote d’Ivoire

ULr RICHTER

Introduction

Globalization is changing the African political and economic landscape.
The global resource and energy challenge for emerging economic powers
has turned many African countries into desirable partners for investment
in exchange for development cooperation and political partnerships.! Not
only governments but also private equity funds explore new opportunities in
Africa.? As former colonial powers gradually leave the field, space is open-
ing up for new players in the global arena. New global rivalries, in particular
between China and the United States, have not left Africans untouched.?
Conferences such as the China-Africa Business Summit in 2009 underscore
the new importance that is given to the African countries and their resource
riches.* Specifically, India and China have strongly increased their efforts
to develop ties with Cote d’Ivoire, and such emerging relationships are the
focus of this chapter.’

These recent developments have raised substantial concerns over which
model for development and industrialization policies will determine the
future of Africa.® The academic business literature, beyond the development
field, that accounts for changes in Africa is limited, and relevant literature
on Cote d’Ivoire is virtually nonexistent.” Since the outbreak of the coun-
try’s political crisis in 2002, few researchers have found their way into Cote
d’Ivoire. The country went through a time of civil conflict from 2002 to 2004
and since then has been split in two. The first postconflict democratic elec-
tions in November 2010 did not solve the conflict but created a political stale-
mate between the major opponents, Alassane Ouattara and Laurent Gbagbo.
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In this chapter, I provide a detailed outlook at the investment patterns in
Cote d’Ivoire in order to contribute to the wider analysis of changes in emerg-
ing countries in Africa. I collected data for this chapter during my work at
the International University of Grand Bassam in Cote d’Ivoire in 2009. I con-
centrated on archival data and interviewed crucial people from government,
academia, and the private sector. Herein, I focus primarily on the status quo
in Cote d’Ivoire, outlining the shifts that have occurred with regard to invest-
ment and business in general. I place particular emphasis on the arrival of
Indian and Chinese companies. I first discuss the current setting, explaining
some of the predominant social and environmental challenges, then turn to
recent developments and the evidence of investment patterns and business
practices. Finally, I account for some of the expected impacts of globalization.

Cote d’Ivoire: A Country Profile

Cote d’Ivoire is a coastal country situated in West Africa, bordering the coun-
tries of Liberia, Ghana, Guinea, Burkina Faso, and Mali. The official admin-
istrative capital is Yamoussoukro, while its largest city and economic engine
is Abidjan, with about four million inhabitants. Cote d’Ivoire is an ethnically
diverse country with more than seventy native languages spoken. Accord-
ing to CountryWatch, its major ethnicities include the Akan, Voltaiques or
Gur, Krou, Northern Mandes, and Southern Mandes.? The major religions
practiced are Christianity (g4 percent), Islam (27 percent), and local reli-
gions (g9 percent). Its climate is tropical, and its surface area roughly equals
that of Germany.? Estimates of Cote d’'Ivoire’s population vary from 18.7
million to about 20 million as of 2007%; it is projected to surpass 21 million
by 2011.1° The population growth has been estimated at an average of 2.7
percent from 2005 to 2009.!1

Traditional export goods of Cote d’Ivoire include agricultural commodi-
ties such as cocoa, coffee, cotton, palm oil, pineapples, bananas, tuna, raw
rubber, and tropical woods.!? Cote d’Ivoire is the largest cocoa producer in
the world. For many years, cocoa was the main source of national income
(up to 40 percent). The sector employs about six hundred thousand peo-
ple and directly affects an estimated six million people.! In recent years,
newly discovered oil reserves have created a new source of national income.
Cote d’Ivoire also has substantial refinery capacity and produces a signifi-
cant amount of natural gas, extracted mainly by American and French com-
panies. Further export products include diamonds, iron ore, manganese,
cobalt, copper, and bauxite.!

Cote d’Ivoire had long been a symbol of political stability, ethnic peace,
and an open economy in West Africa since its independence from France
in 1960. A military coup in 1999, however, ended this period of relative
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prosperity and led to political instability and civil conflict. Following a failed
coup in 2002, the country lapsed into civil war and basically split in two.
During the hostilities an estimated three thousand persons were killed and
up to seven hundred thousand persons were displaced.!® In the years 2003~
6, the different parties competed to take control of the struggling country.!®

In order to stabilize the war-torn country, the international community estab-
lished a United Nations mission in Céte d’Ivoire. The first mission, MINUCI,
was based on UN resolution 1479 and lasted from May 2004 to April 2004.
It included 184 international and local staff with a budget of $29.9 million.
The current mission, UNOCI, succeeded MINUCI in April 2004, authorized
by UN resolution 1865 until July g1, 2009; UNOCI has since been extended.
The strength of the UNOCI mission as of February 28, 2010, was 8,544 total
uniformed personnel with a budget of $497.46 million. In addition, there are
about 1,000 French troops, out of an original g,500 that were stationed in Cote
d’Ivoire as a stabilization force. According to local observers, the French troops
will leave the country once the elections turn out to be peaceful.!”

In 2005 the World Bank, African Development Bank (ADB), the Agence
Francaise de Développement (AFD), and other bilateral partners suspended
dealings with Cote d’Ivoire because it had defaulted on its debt obligations
to ADB.!® In March 2007 Ivorian president Laurent Gbagbo and the coun-
try’s rebel leader, Guillaume Soro, signed the Ouagadougou Accord to
establish peace between the government and the rebel forces.!?

Economic activity had slowed down tremendously with the outbreak of
the crisis due to increased political and security risks.? Foreign direct invest-
ment (FDI), mainly from France, accounted for 40—45 percent of total capi-
tal of Ivorian firms before the crisis. On November 6-8, 2004, anti-French
demonstrations erupted, and subsequent plundering caused several deaths
and the departure of eight thousand Europeans, most of them French
nationals. According to the Ivorian Chamber of Commerce (CCI-CI), the
immediate employment loss amounted to ten thousand jobs and the disap-
pearance of about a hundred companies.?! This economic blow was aggra-
vated by the fact that in Cote d’Ivoire one employed person usually supports
at least ten people. Out of 147 subsidiaries of French companies in the
country at the time, 195 massively cut back their activities; as a result, g5
percent of the 50 expatriates employed by these companies left.

The true victims of the French-Ivorian conflict in Cote d’Ivoire were the
small and medium-sized French enterprises (SMEs) that employed about
thirty-six thousand people. The consequences were severe. The already
struggling economy slowed down even more. Cocoa exporters experienced
difficulties in bringing their goods to the port of Abidjan. The fiscal authori-
ties experienced a substantial decline in tax revenues, to which French
companies had contributed up to 50 percent before the crisis.??> Many local
companies that were serving the French market had to decrease production.
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Cote d’Ivoire used to be known for its outstanding infrastructure, but today
that infrastructure is deeply insufficient. There are 50,400 kilometers of high-
ways (but only 4,889 km paved), 660 kilometers of railways, and two active
ports (Abidjan and San Pedro).?3 The port of Abidjan, Africa’s largest between
Cape Town and Casablanca, is the key entry point to West Africa. However,
the crisis delayed necessary investments, particularly in roads. General infra-
structure challenges include inadequate supplies of electric power and water.
Energy costs are high, especially in areas that are not yet fully electrified. Tra-
ditionally an electricity exporter, Cote d’Ivoire had to cut electricity exports to
neighboring countries, such as Ghana, Burkina Faso, Togo, and Benin, due
to the increasing difficulties in satisfying its own needs. Waste management in
the city of Abidjan broke down. Moreover, inland transport continues to be
hindered through barricades and ubiquitous corruption. Tourism, in particu-
lar from France, has almost completely ceased.24

Massive Social and Environmental Problems
Environmental Degradation

Cote d’Ivoire is facing massive environmental problems. The timber indus-
try has largely destroyed the nation’s rain forests, once among the largest
in West Africa.?> In addition, the setting up of plantations for cash crops
to be exported to Europe and the United States has accelerated deforesta-
tion. Combined with the conflictinduced breakdown of institutional con-
trol, these conditions have had disastrous consequences for biodiversity. For
instance, chimpanzees that once numbered in the tens of thousands in the
rain forest were decimated to an estimated population of two hundred to
three hundred, and local observers fear they will be extinct within the next
five years. More recently, industrial pollution has become a major problem.
Water pollution from industrial and agricultural effluents combined with
poor waste management, contamination of water supplies, and deteriorat-
ing urban conditions have turned parts of Abidjan, once the “Paris of West
Africa,” into cesspools. In addition, natural hazards such as heavy surf along
the coast and torrential flooding during the rainy season are aggravated by
the overexploitation of coastal resources and the lack of natural harbors.?%

Corruption: The Trafigura Case
In August 2006 the cargo vessel Probo Koala, owned and operated by the

Dutch commodities trading company Trafigura (headquartered in Lon-
don), unloaded an estimated five hundred tons of highly toxic liquid waste
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in the port of Abidjan.27 Its Ivorian subsidiary, Puma Energy, contracted the
disposal of the waste to a local company, Tommy (which had been set up
for this task through the help of the Waibs company). The toxic waste was
loaded onto trucks and dumped at twelve sites around Abidjan.

According to Greenpeace, at least fifteen people died and thousands of
victims suffered from contamination due to the toxic waste.2® Even after
two years, only the families of the recognized victims had received compen-
sation, and much of the waste still had not been removed.?? The govern-
ment of Coéte d’Ivoire received 152 million euros in return for dropping
all charges against Trafigura and the executives of its Ivorian subsidiary.?"
The executive of Tommy and an employee of Waibs were sentenced to
twenty years and five years in prison, respectively.?! Moreover, Trafigura was
accused of corruption, for having offered luxury vacations in Morocco and
weekly salaries of 750 euros to witnesses for falsified testimonies, as well as
ignoring a hearing at the jury court.?2

Subsequently, the government of Cote d’Ivoire decided to revoke the origi-
nal decision and demand the compensation sum of 564 million euros from
Trafigura and its partners in the affair.3* Moreover, the law firm Leigh, Day
filed a class-action suit against Trafigura in London’s High Court on a no-win,
no-fee basis on behalf of thirty-one thousand residents; this lawsuit was eventu-
ally settled for $48.7 million in compensation.?* However, Trafigura never did
accept any liability or responsibility for the dumping.®> The company officially
states: “It has always been, and remains, Trafigura’s position that it is not liable
to the claimants.”® The final settlement states that “independent experts are
unable to identify a link between exposure to the chemicals released from the
slops and deaths, miscarriages, birth defects, loss of visual acuity or other seri-
ous and chronic injuries.”37 Trafigura pointed to counterevidence;?® however,
this engendered new criticisms of Trafigura for denial of responsibility, and of
the Leigh, Day firm for proﬁteering.39

Conflict-Related Issues

The unresolved political conflict between the opposition and the govern-
ment that practically split the nation in two and the outstanding elections
continue to affect business activity in Cote d’Ivoire. For instance, in 2007
the Washington-based NGO Global Witness published a report on the con-
tribution of the cocoa sector to the armed conflict in Cote d’Ivoire since
2002.%0 Global Witness emphasized that the lack of transparency about the
flow of funds and the institutions involved had facilitated the purchase of
arms to prolong the conflict. The Ivorian government reacted by publishing
its revenues from the cocoa sector and their utilization.*! Moreover, conflict
diamonds continue to be traded even today in Cote d’Ivoire according to
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my own research and former studies such as that by the NGO Partenariat
Afrique Canada.*? Diamonds from the north of Céte d’Ivoire, which are
banned by the Kimberly Processes, continued to appear on the world mar-
ket, notably in the United Arab Emirates, the NGO reported. The smuggled
diamonds represent an estimated value of $g—29 million that are believed to
have sustained the armed conflict. Furthermore, about three thousand chil-
dren are estimated to have been abused as child soldiers.*? Violence against
children and women (in particular sexual abuse) not only by the local popu-
lation but also by UN peacekeepers and Ivorian government forces has been
reported frequently.**

Poverty and Labor Conditions

The political instability and civil strife have caused an economic decline
that has reduced living standards and increased levels of poverty. According
to the International Monetary Fund (IMF) and World Bank (WB), poverty
increased from $8.2 percent in 2002 to 48.9 percent of the whole popula-
tion in 2008.* (The poor are defined as those earning less than $480 per
year.) Due to fallouts from the crisis, the country dropped from its 154th
rank in 1999 to 166th in 2007 (out of 177 countries) in the UN Develop-
ment Index. The extent of the decline is indicated by the following World
Bank statistics: the unemployment rate is estimated at 40 percent (60 per-
cent among young adults); 32 percent of Ivorians do not have access to pri-
mary school education; and 26 percent do not have access to a hospital.*®
The degree of adult literacy is estimated to be only about 48.7 percent.#7 A
particularly alarming aspect of poverty is the continued existence of child
labor in many areas of the economy, in particular in the cocoa sector.*3

Public Health

Cobte d’Ivoire is facing tremendous challenges with regard to public health,
as is borne out in the following statistics: life expectancy in 2007 is reported
at 47.4 years; child mortality for those under age five is estimated at about
18 percent, among the highest in the world, and rising; and only 50 per-
cent of children are fully immunized.*” At the end of 2005, an estimated
750,000 Ivorians carried the HIV/AIDS virus, and 7.1 percent of the popu-
lation aged fifteen to forty-nine were HIV positive.’’ Some local observers
state that the official figures are much too low, and that local hospitals in
Abidjan report HIV/AIDS infection rates up to 25—g0 percent in the poorer
districts. Overall, deaths in Cote d’Ivoire caused by HIV/AIDS are estimated
at 38,000, resulting in about 420,000 orphaned children below the age of
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seventeen.’! Moreover, malaria is a common disease that is often fatal, dis-
proportionately afflicting the poor.>?

Corruption

Cote d’Ivoire ranks 151st out of 194 countries in the 2008 corruption index
published by Transparency International.>® Routine small-scale corruption
is now being accompanied by alleged large-scale corruption in the public
as well as private sectors.”* The case of Trafigura is a tragic example of how
corruption can lead to severe, long-lasting damages to the local population.
Recently, company executives in the cocoa sector were detained on corrup-
tion charges for the defalcation of more than $224 million that was allocated
for the purchase of a chocolate factory in the United States.’® A particularly
problematic form of corruption is racketeering, which according to a WB
study costs between $2g0 and $363.3 million annually.®

Recent Economic Development
New Optimism

The Treaty of Ouagadougou signed in March 2007 fostered a new optimism
that has significantly revived the Ivorian economy.”” To support the efforts of
the Ivorian government, the WB approved a grant of $120 million for a cri-
sis recovery program.’® According to the IMF, real GDP in 2008 amounted
to $23.5 billion, or $1,132 per capita.’® Real per capita GDP had fallen by
15 percent in 2000-2006 but started growing again by 1.6 percent in 2007,
increasing to 2.3 percent the following year.%’ For the first time since 1999,
private investments grew substantially. In particular, Cote d’Ivoire’s telecom-
munications and construction sectors grew considerably. The telecommuni-
cations industry has been growing rapidly due to the existence of a public
data communications network, cellular phones, and ADSL broadband ser-
vices with speeds of up to 8 Mb/s. Cellular phone use in Coéte d’Ivoire is
above the African average with currently five operators doing business in the
country. The arrival of two new international fiber-optic submarine cables,
together with the likely auction of the WIMAX spectrum in the near future,
should further boost the telecommunications sector.%! Cote d’Ivoire also has
a regional stock exchange, which, as of May 2010, was composed of thirty-
eight companies with 12,683 shares being traded. Its market capitalization
was at about $3.2 billion.%2 However, the economic takeoff has been accom-
panied by increasing inflation, which topped g percent at the end of 2008
due to the food crisis and high prices for crude oil.%
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Debt Relief

On March 27, 2009, the IMF approved a three-year arrangement worth SDR
379.98 million (about $565.7 million) under the Poverty Reduction and
Growth Facility (PRGF) for Céte d’Ivoire.®* The country would be allowed to
immediately draw the equivalent of SDR 159.848 million (about $241.1 mil-
lion) from the IMF. Four days later, the IMF announced that Coéte d’Ivoire
reached the decision point under the enhanced HIPC Debt Relief Initiative.5
This meant the country could begin to access relief under the Multilateral Debt
Relief Initiative (MDRI) in order to improve security, regain political stability,
and reunite the country through economic recovery. Debt relief under the
MDRI was estimated at $g.0 billion, equivalent to a 29.6 percent reduction.
However, half of the debt relief for Cote d’Ivoire has already been received
through past debt rescheduling and concessional arrears and clearance opera-
tions.®0 Cote d’Ivoire’s external debt was estimated at $14.g billion as of the end
of December 2007.67 Despite the relief through HIPC, reintegrating the north
of the country will remain a major challenge for economic recovery.

Who Invests? The Evidence

Many potential investors are still hesitant to undertake large investments in
Cote d’Ivoire because the first postconflict elections that occurred in Octo-
ber and November 2010 could not solve the political crisis. The elections
had earlier been scheduled for November 29, 2009.

Increasing levels of violence, political instability, and mass unrest ensued as
Laurent Gbagbo refused to gracefully exit the Office of the Presidency after the
2010 elections took place, even though the Independent Electoral Commission
in the country indicated that opposition candidate, Alassane Outtara, was the
legitimate winner of the elections. The United States, France, as well as a num-
ber of international organizations have shown support for Alassane Outtara.5

French Influence

French companies continue to be the leading investors in Cote d’Ivoire,
holding about 28 percent of shares in Ivorian companies.®” In 2008 France
lost its position as Cote d’Ivoire’s primary trading partner to Nigeria, due
to the increase in Nigerian oil exports to Cote d’Ivoire.”’ However, Cote
d’Ivoire continues to be France’s leading trading partner in Africa with a
market share of 18 percent. According to Maison des Francais de I'Etranger,
on December g1, 2008, there were 11,248 French residents registered in
Cote d’Ivoire.”! There are more than five hundred businesses and 145
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subsidiaries of French companies that account for 68 percent of foreign
capital. They are most active in agriculture, construction, energy, oil, trans-
port, telecommunications, banking, insurance, and the hotel industry.
Important companies that have remained despite the conflict include bank-
ing institutions such as SGBCI (a subsidiary of Société General), Total (as
major shareholder of the Ivorian refinery company Société Ivoirienne de
Raffinage), EDF, SOMDIAA, Compagnie Fruitiere, COLAS, VINCI, SATOM,
Thales, Rougier Bouygues, France Télécom, the liquor company Castel, and
the investment and industrial holding company Bolloré.”? Many of these
firms entered into joint ventures with the government or Ivorian entrepre-
neurs to set up local companies. For instance, Céte d’Ivoire Telecom is a
joint venture between France Télécom and the Ivorian government, and is
the number one mobile phone operator in the country with a national pres-
ence in all major cities and more than five hundred villages.73

Lebanese Takeover

Much of the void left by the departure of the French has been filled by
Lebanese businesspeople who took over former French operations. The
Lebanese immigrated to Cote d’Ivoire in two waves. The first occurred
in colonial times, and most who came were relatively well off Christians.
The second wave occurred after 1975 when Coéte d’Ivoire opened its
doors to refugees from the Lebanese civil war.”* Their population was
estimated to be between sixty thousand and one hundred thousand by
the end of the 198os and has remained stable. The Lebanese are well
integrated into Ivorian society and often act behind the scenes on behalf
of projects that are attributed to local (Ivorian) businessmen. One rea-
son for this arrangement is that Ivorian entrepreneurs frequently do not
have the means to start their own businesses and thus involve Lebanese
in financing their activities. Alternatively, the Ivorians rent out their
licenses against a commission.””

Indian “Charm Offensive”

India established diplomatic relations with Cote d’Ivoire on November go,
1962, and opened its first embassy there in 1987.76 Cote d’Ivoire is the major
supplier of raw cashew nuts for the Indian market, with exports of 295,791
tons to India in 2002. It also exports cotton, wood (in particular teak wood),
and cocoa. From India, Cote d’Ivoire mainly imports “semi-blanchi” rice,
pharmaceutical products, chemicals, metallic products, ceramic, glass,
stone, and vehicles.
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On March 19—21, 2008, the largest-ever India-Africa conclave took place
in New Delhi to discuss the India-Africa Project Partnership 2008. Over nine
hundred delegates, among them the vice presidents of Tanzania and Ghana
and thirty-seven African ministers, came together to discuss more than
130 investment projects in Africa worth $10 billion.”” Already in 2002, the
Indian government was offering assistance to Cote d’Ivoire in the small-scale
industrial and engineering sectors.’8

In 2004 the Indian government initiated a $500 million development
initiative with eight African countries—Burkina Faso, Cote d’Ivoire, Ghana,
Guinea-Bissau, Equatorial Guinea, Mali, Senegal, and Chad—under the
name TEAM g (Techno-Economic Approach for Africa-India Movement).”
In Cote d’Ivoire, TEAM g financed the following projects: (a) provision of
400 buses to SOTRA, the Abidjan Transport Company, by TATA Motors; (b)
transformation of cashew nuts into finished products, with National Fed-
eration of the Producers of Cashews (FENOPACI); (c) oil extraction from
seeds of palm trees, with the National Federation of the Producers of Palm
Oil (FENACOPAH-CI); (d) transformation of cassava (manioc) plants into
various semifinished and finished products (e.g., starch and glucose); (e)
production of chips from local fruit and vegetables; and (f) establishment of
a center to demonstrate Indian machinery, with Société Ivoirienne de Tech-
nologie Tropicale (I2T) of Cote d’Ivoire and the National Research Devel-
opment Corporation (NRDC) of India.

The TEAM g initiative also provided $20 million in financing for the
free trade zone and technology park Mahatma Gandhi VITIB (Village des
Technologies de I'Information et de la Communication et des Biotech-
nologies) in Grand Bassam. The park was created as a public company
on November g0, 2006, with a number of national and international part-
ners. The Indian companies involved include Shapoorj Pallonji & CL,
United Telecoms Limited, and Software Technology Parks of India. Other
partners include the Ivorian government, eighteen companies from Cote
d’Ivoire, three from China, one from the United Arab Emirates, and one
from South Africa.8?

Finally, the TEAM g initiative is providing a credit line of $200 million
for infrastructure and rural development to assist the New Partnership
for Africa’s Development (NEPAD).8! According to the Financial Express,
the TEAM g initiative is driven by India’s energy and resource needs.5?
In the future, India is planning to invest $1 billion in Cote d’Ivoire to
develop oil operations.?? The oil of the Gulf of Guinea is of high quality
and is mostly located offshore, far away from conflict regions. Moreover,
Cote d’Ivoire is not a member of OPEC, which makes it more open to
bilateral negotiations.

Currently, the largest Indian company active in Cote d’Ivoire is Olam
International. Olam, headquartered in Singapore, is a leading global supply
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chain manager of agricultural products with extensive operations across
Africa.8* Olam dominates the cocoa trade, buying directly from local farm-
ers and selling to larger companies such as Nestlé or Cargill. In order to
increase the output of local farmers, the company follows a very pragmatic
approach. For instance, it provides low-technology solutions such as cocoa-
drying facilities powered by solar energy free of charge to local farmers.
It also helps by financing warehouses and providing interest-free loans to
farmers to help them buy farm inputs.

China’s First Steps

The Chinese presence in Cote d’Ivoire is rather modest. According to Béné-
dicte Chatel, there are about six hundred to one thousand Chinese who
work mainly for about fifteen Chinese companies officially operating in
Cote d’Ivoire.?® Cote d’Ivoire and China established diplomatic relations on
March 2, 1983. In 1984 and 1996, bilateral trade agreements were signed.
In December 1997, the China Investment and Development Center for
Trade Promotion was inaugurated. Since then, a number of important Chi-
nese statesmen, including Hu Jintao, then vice president of the PRC (Jan-
uary 1999), have visited Cote d’Ivoire. Also, Ivorian leaders made official
visits to China, including former president Henri Konan Bedie in May 1997
and president, Laurent Gbagbo, in April 2002.

During the China-Africa summit in 2006 in Beijing, China announced a
general offer of bilateral cooperation for its African partners, including Cote
d’Ivoire. The participating governments announced a plan on how to sus-
tain and develop their relationships for the coming three years. The second
China-Africa summit took place at the Cape Town International Convention
Center in South Africa, October 22—23, 2009. This event focused on how
Chinese activities in Africa could be intensified. Recently, the legal consult-
ing firm PKD Conseil organized its second forum on primary resources in
Cote d’Ivoire, held in Shanghai.8¢

Currently, joint ventures between Chinese and Ivorian companies in
Cote d’Ivoire include the Hua-Ke Vehicles Co. Ltd and the Agro-machinery
Assembling Co. Ltd. Moreover, the China Road and Bridge Construction
Corporation and China Overseas Engineering Corporation are operating
in Cote d’Ivoire. As mentioned above, Chinese companies are also strongly
interested in Cote d’Ivoire’s newly discovered oil resources and recently
completed a project for petroleum prospecting there. Chinese construction
companies have also been involved in building the new presidential palace
and the parliament building in Yamoussoukro. However, construction has
been temporarily suspended since the Ivorian government did not pay its
part of the construction costs due to a shortage of finances.
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Recently, the Chinese government offered to ship materials ranging
from mobile phones to lamps in support of the elections that took place
in November 2010.87 Despite this fact, China has offered aid of $65,000 to
every developing country interested in participating in the World’s Fair in
Shanghai taking place from May 1 to October go in 2010. Cote d’Ivoire
will be among the countries attending and thus benefiting from the Chinese
benefaction, exhibiting mainly artisanal products. China is welcoming Ivo-
rian students, offering about twenty scholarships a year to attend Chinese
universities, at the same time that France is closing more of its universities to
applicants from West Africans.38 Moreover, China is providing about three
thousand scholarships to African government officials every year, among
them about thirty Ivorians. The main goal is to teach the Chinese language
so that these individuals will be better able to establish relationships with
Chinese businesses.

Both Indian and Chinese mobile phone companies are looking to Africa
for investment opportunities.89 However, African operators have to bear
high infrastructure costs, particularly since existing infrastructure such as
base stations, various exchanges, or other kinds of networks are not shared
among companies.

Russian and Venezuelan Attempts

The Russian-Ivorian relationship, traditionally rather distant, has intensified
in recent years.”” Russian oil companies are becoming increasingly inter-
ested in Cote d’Ivoire since the discovery of oil in the Gulf of Guinea. In
2006 LUKOIL Overseas signed an agreement for the acquisition of a signifi-
cant stake (6 percent) in the exploration, development, and production
of the Baobab field of Cote d’Ivoire.®! However, there has been no follow-
up to this agreement. In addition, Venezuela’s Arevenco is considering the
possibility of investing $7 billion into a San Pedro refinery over the next
five years.? Ivorian PETROCI Energy, the American company Energy Allied
International, and WCW International announced their intention to invest
$1.g billion into an oil refinery in Abidjan from 2008 to 2011. Due to the
political crisis the investment has been postponed.

Swiss and American Agricultural Dominance

Swiss-based Nestlé, the largest food company in the world, is among the
largest companies operating in Cote d’Ivoire. The company announced
that it will invest $26.9 million in cocoa and coffee processing factories
through the end of 2010.%3 However, currently all investments are on hold.
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Cargill and ADM (Archer, Daniels, Midland) have a strong presence in
Cote d’Ivoire. Cargill is an agro-industrial giant that sources and processes
cocoa and produces cocoa products including cocoa liquor, butter, cake,
and powder in Cote d’Ivoire. Cargill started operating in Cote d’Ivoire in
1998 and today has about 450 employees.”* It acknowledges the challeng-
ing political and economic circumstances in Cote d’Ivoire that have led
to a deterioration of the health and education systems. ADM, one of the
world’s leading agricultural processors, has substantial operations in Cote
d’Ivoire, mainly crushing and exporting cocoa and shea nuts.?? In 2001
ADM bought the cocoa operations of SIFCA, which at the time was the
primary cocoa producer in Cote d’Ivoire. Today, ADM operates a cocoa-
processing facility in Abidjan and three conditioning and storage plants in
Abidjan and San Pedro.%

ADM, Cargill, and Nestlé are members of the World Cocoa Foundation,
which was established in 2000 to facilitate the development of public-pri-
vate partnerships to benefit cocoa-farming communities through training
programs and research.?” Presently, Nestlé and Cargill also work with the
Ivorian government through the International Cocoa Initiative (ICI)—
a partnership between industry, NGOs, and trade unions established in
2002—to prevent the worst forms of child labor.”®

ADM emphasizes its efforts to improve the lives of cocoa farmers in
Cote d’Ivoire on its website, highlighting the Sustainable Tree Crop
Program and Socially and Environmentally Responsible Agriculture
Practices (SERAP) Program, which has grown to more than twelve thou-
sand participants. Suppliers are asked to commit to the elimination of
the worst forms of child labor, and noncompliant contracts are termi-
nated. Cargill provides free training seminars for local farmers on how to
improve the quality of the cocoa beans and transparent information on
international cocoa market prices. Cargill also partners with local truck
companies, the German firm GTZ, and the national rural development
agency, ANADER.? In 2007 Cargill joined a new certification program
for supply chain transparency to the farm level with nearly fifty multina-
tional companies and organizations. It is designed to ensure that prices
paid to Ivorian farmers are fair and that Cote d’Ivoire cacao is grown in a
sustainable manner.!100

Following its “creating shared value” directive, Nestlé is committed to sus-
tainable cocoa growing through its partnership programs in order to ben-
efit local cocoa and coffee farmers and increase production. Currently, the
company is funding a three-year project with three cooperatives of about
three thousand farmers in Cote d’Ivoire together with the International
Cocoa Organization (ICCO), the ICI, and cocoa exporter ECOM.10! Nestlé
wants to distribute ten million cocoa plants to Ivorian farmers to replace
aging trees over the next decade since trees are getting older and have been
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harmed by diseases including black pod and swollen shoot and by poor
weather, which have led to lower harvests.192

Dutch Presence

Unilever, another large multinational with considerable operations in
Coéte d’Ivoire, announced in 2008 that it had sold its palm oil business to
PALMCI and plantation interests and had acquired a regional soap busi-
ness in exchange.'%? The palm oil operations were sold to SIFCA and to a
fifty-fifty joint venture of Singapore’s Wilmar International and Olam Inter-
national. In addition, SIFCA announced that it will invest $85.28 million
with financing from Wilmar into a palm oil processing factory until 2012
in order to double palm oil output to five hundred thousand tons over the
next three years.!* The SIFCA Group operates in major sectors of agribusi-
ness in Ghana, Benin, Liberia, and Nigeria. In 2008, it employed approxi-
mately seventeen thousand people with revenues of more than $500 million
in 2007.1% Unilever remained a minority stakeholder of PALMCI. At the
same time, Unilever announced that it is working toward the sustainable
cultivation of palm oil to fight deforestation.!®® The company stated that
it had been promoting sustainability in palm oil cultivation through such
initiatives as the Roundtable on Sustainable Palm Oil. However, PALMCI,
Unilever’s new supplier, was strongly accused by environmentalists of plan-
ning to set up a palm oil plantation in the Tanoé forest wetlands of southern
Cote d’Ivoire.'%7 The company responded that it would use its influence to
“ensure adherence to best practices in terms of sustainability and Environ-
mental Impact Assessment,” which would also be “stipulated in the sale of
our plantations.”!08

Canadian Oil Operations

According to PETROCI, the national oil company, there are four major
active oil fields that are currently being exploited: the fields of Lion and Pan-
thére, Foxtrot, Espoir, and Baobab.!% The major operator is Canadian Nat-
ural Resources Limited Cote d’Ivoire (CNR), which started working in Cote
d’Ivoire in 2002;'!? currently CNR operates the blocks CI-26 and Cl-40.1!!
The Lion and Pantheére field is managed by a consortium of DEVON, IFC,
SK Corp, and PETROCI. The Espoir field is operated by CNR, Tullow Oil,
and PETROCI. And a consortium of CNR, Svenska, and PETROCI oper-
ates the Baobab field. Phase II of the Baobab field development is on track,
according to CNR.!!? The Ivorian government is officially committed to
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sustainable development and announced that it would dedicate the majority
of the income from its oil operations to the fight against poverty.

Future and Present Government Projects

According to Business Monitor International (BMI), the government of
Cote d’Ivoire announced important infrastructure investments. It aims
to boost the electricity generating capacity from 1,200 megawatts today
to 2,415 megawatts by 2016; it charged Electricité de France to improve
drinking water supply systems in Daloa, San Pedro, and Tabou; and it
intends to improve five thousand kilometers of roads. In addition, a trans-
mission line is planned from Boba Dialasso to Ouagadougou worth $100
million; although it was supposed to be constructed from 2007 to 2009,
it has yet to be started. CIPREL (Compagnie Ivoirienne de Production
d’Electricite), a gas turbine power station, announced it would build a
thermal plant in Abidjan worth $96 million. Finally, the Ivorian port-man-
agement firm SETV will make a $62.g million investment in the port of
Abidjan to be realized by 2012.113

Additional New Players

The Swiss-based Aga Khan Development Network (AKDN) has recently
increased its activities in Cote d’Ivoire, aggressively providing loans of CFA
150,000 (US$300) to a $225 million dollar investment in the country’s
infrastructure.!'* AKDN directed the financing to Azito Energie, a joint ven-
ture between Swiss ABB, French Electricité de France, British CDC group,
AKDN, and Ivorian IPS SA. The joint venture set up the largest gas-fired
power station in West Africa, the Azito power plant, which is part of Cote
d’Ivoire’s long-term development program. It currently produces a power
output of 300 megawatts, representing 39 percent of the nation’s energy
production. Azito Energie aims to mobilize stakeholders’ support through
dialogue in order to contribute to development and become better rooted
in local communities.!!'®> AKDN also recently launched a microfinance oper-
ation in the region of Boundiali and Dianra in northern Cote d’Ivoire, pro-
viding loans of 150,000-250,000 CFA francs ($300-500) for six months to
two years.!16 Finally, in the telecommunications sector, Cote d’Ivoire saw the
entrance of the South African mobile phone operator MTN as well as Moov,
operated by Atlantique Telecom, in which Etisalat holds a 50 percent share.
Both operators have been extremely successful, cutting substantial market
share from former monopolist Cote d’Ivoire Telecom.!”
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Discussion

The new market entrants from developing countries are bringing about changes
in the economic, social, environmental, and political realm that are difficult to
assess. The entrance of China and India already has caused new competition on
the political level with regard to which economic lead the government of Cote
d’Ivoire will follow. International conferences and business summits exclusively
organized by the Chinese and Indian governments for African leaders show that
emerging countries are not only trying to create new political ties but also pur-
posively excluding the established powers in Europe and North America. The
logic is simple and plausible—in the global competition for oil, food, and other
primary resources, these emerging powers can negotiate without the burden
of a colonial (Europe) or imperialistic (United States) heritage. According to
former Ugandan ambassador to China Phillip Idro, the warnings of China’s
hunger for Africa’s resources were “borne of fear, based on ignorance and are
an old hangover.”!!® Moreover, China’s and India’s rise to power represents a
role model that many African leaders look up to. The new relationships being
forged have substantially contributed to Africa’s growth in the recent past.'19 A
number of further observations can be made.

Employment

The new entrants are likely to create new job opportunities and contribute
to social stabilization in a country where youth unemployment is estimated
at 60 percent. For instance, growth in telecommunications has created an
enormous amount of new jobs for low-skilled labor. However, Chinese com-
panies in particular have a very bad track record in Africa when it comes
to labor rights, worker safety, and wage levels.!?? While these countries are
welcome for their pragmatism and “just do it” mentality, in the long run
it will be of crucial importance to create and enforce existing policies and
sanction mechanisms to avoid the continuous disregard of internationally
recognized labor standards.!?!

Consumer Prices and Availability of Goods and Services

In the telecommunications sector, new entrants like Etisalat and MTN are
driving prices down and bringing new product and service innovations to the
market. New cost-saving offers are constantly being announced. Ivorian con-
sumers benefit not only from lower prices but also from the greater selection
of services offered. Today many Lebanese import-export businesses concen-
trate on importing cheap goods from China, simultaneously broadening the
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array of available products to choose from and making accessible products
that were formerly inaccessible (because too expensive). Even artificial hair
for African women is largely imported from Asia. But dependence on cheaper
imports has its negative effects as well. For example, Chinese textiles are much
cheaper than those produced locally due to economies of scale and better
production technology, but their success has put many local companies out
of business. Many industry sectors in manufacturing and services cannot com-
pete with the imports from China or India on a price level.

Competition

In the cocoa sector, new entrants such as Olam International have increased
competition for established players like ADM and Cargill. But Olam is very
new to the field of corporate social responsibility and thus is much less
involved in institutional processes that have been set up to redress the lack
of good governance in many developed countries. Moreover, companies
from emerging economic powers are well prepared for such obstacles as
infrastructure deficiency that they encounter in Africa. They understand the
specific challenges and have proved highly flexible in reacting to them.

Technology and Skill Transfer

Little technology or skill transfer to the African continent has occurred in
recent decades, and Coéte d’Ivoire is no exception. The level of professional
training is low despite the activities of many multinational companies, inter-
national agencies like the IMF and World Bank, and nongovernmental orga-
nizations. Field research shows that many Ivorian companies have a human
resources problem; the task of finding qualified employees is consistently
difficult. What, then, is the promise of companies from emerging economic
powers? The potential advantage is that, based on their home market expe-
rience, they have developed techniques to operate in difficult environments.
This may allow local companies to imitate successful strategies for increas-
ing efficiency, identifying market opportunities, and achieving growth. For
instance, at VITIB, Indian entrepreneurs plan to offer training courses for
information and communication technologies for local entrepreneurs.

Environment

The environmental track record of companies from emerging countries is
rather questionable.'?? There are several reasons for this fact. First, Indian
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and Chinese companies are not under the same pressure by the general
public or civil society organizations such as Greenpeace to establish policies
to account for the social and environmental impact of their operations that
many Western companies face. Second, their governments for a long time
relied on a development model that put environmental concerns at a very
low priority. Third, investor capital is not necessarily tied to social or envi-
ronmental concerns. It will be a major challenge for Cote d’Ivoire to assure
that companies from emerging countries that are not subject to close public
scrutiny and vigilance of nongovernmental organizations comply with inter-
nationally recognized environmental standards.

Conclusion

Once called the African miracle, Cote d’Ivoire has descended into stagnation
at a low level of development. The country has been economically ruined by
the combination of a violent internal conflict, mismanagement by the politi-
cal elites, and neocolonial policies forced upon the Ivorian government by
the WB and the IMFE.123 As part of the “bottom billion,” the people of Cote
d’Ivoire are desperately looking for ways out of the economic and political
crisis.124 On the one hand, the new economic powers of China and India are
seen as both threat and opportunity; their involvement in the Ivorian econ-
omy may allow Cote d’Ivoire to regain its former pride. On the other hand,
many Western institutions, including multinational companies, are deeply
mistrusted. Although the “charm offensives” launched by the Chinese and
Indian governments are clearly of a strategic nature, and admittedly so, Ivo-
rians appreciate the offer of aid for development and technology transfer.
The impacts are yet unknown. The Western-style development model that
has failed has not yet been replaced by a true alternative. The rise of India
and China provides hope to many Africans: African countries may finally be
able to fulfill the promise of peace and prosperity the people of the conti-
nent have held since the times of decolonization. However, African leaders
should be wary. Experience from around Africa shows that Chinese investors
in particular have followed aggressive agendas and have not hesitated to col-
laborate with corrupt and illegitimate regimes.
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Globalization and Industrial
Development in Nigeria

Kora SuBair

We've seen the result [of globalization]. The spread of sweat-
shops. The resurgence of child labor, prison, and forced labor.
Three hundred million more in extreme poverty than 10 years
ago. Countries that have lost ground. A boom in busts in which a
generation of progress is erased in a month of speculation. Work-
ers everywhere trapped in a competitive race to the bottom.

—John Sweeney, speech to International Confederation of
Free Trade Unions Convention, April 4, 2000

Introduction

Globalization has been viewed as an instrument that accelerates economic
growth, most especially among those countries that are technologically
advanced. It can also aid a country as it makes the transition from a primar-
ily extractive economy to one that has a significant manufacturing sector.
This has not been the case with sub-Saharan African countries, including
Nigeria. They have been relegated to the background in the international
arena. They could not even determine the prices of their primary commodi-
ties that earn them the largest percentage of their foreign exchange. These
countries have also weakened their economies as they are constantly faced
with problems of policy inconsistency and political instability. Hence, their
primary commodities are sold at very cheap and unsustainable prices. This
disadvantage has led to a series of interrelated negative impacts on their
economic growth, which include, among others, very low industrial devel-
opment. Just as it succeeded in increasing the tempo of low-scale manufac-
turing activities in Nigeria, as existing evidence has shown, so globalization
has equally put several large-scale industries out of operation.
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Though in theory globalization is expected to integrate all economies of
the world into a self-sustainable equilibrium market and promote growth
through reduction in barriers to trade, in reality it has led to the deindustri-
alization of Nigeria by emphasizing liberalization, privatization, and dereg-
ulation (three factors that are together referred to as LPD). It is against
this backdrop that I seek to examine in this chapter the interconnections
between globalization and industrialization by testing for their extent of
correlation. I will conclude by offering recommendations about what steps
should be taken in the Nigerian manufacturing sector in order for Nigeria
to compete more effectively in the global economy.

Concept and Processes of Globalization

The concept of interdependence of nations due to differences in resource
endowment is a fundamental principle upon which globalization has been
conceived. Globalization has accelerated and sustained growth especially
in the European, North American, and Japanese economies. Evidence has,
however, shown that the continuous economic hardship experienced by
developing countries as a result of globalization is also having its effect
on the Asian, European, and North American economies. Hence, global-
ization promotes the interests of a few powerful countries while at the
same time jeopardizing the interests of weaker nations. Globalization
forces all of the countries of the world into a common economic “order”
with little governmental participation and few border restrictions. Conse-
quently, high rates of inflation, especially of prices for basic necessities,
and increasing inequalities in income distribution have ensued. Globaliza-
tion is believed by its advocates to be an avenue for generating increased
specialization with efficiency, better quality products, competitiveness,
technological improvement, and economies of scale. All these benefits are
attainable, it is claimed, only by increasing economic integration through
reduction of barriers to trade, migration, capital flows, technological trans-
fer, and direct investment.

According to the United Nations Development Programme (UNDP),
globalization is defined as a multidimensional process involving intensive
and extensive interactions, interconnections, and integration of countries
on a global scale through democracy, ideological shifts, technological rev-
olutions, cultural adaptations, and above all, economic interdependence.l
Economic globalization is by all accounts the increasing international inte-
gration of markets for goods, services, and capital propelled by trade, finan-
cial flows, technology and information, and the movement of people.2 The
extent of globalization can ably be measured by the levels of foreign direct
investment, foreign trade, and private capital flows.? Peter Lindert describes
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globalization as a simple process whereby economic decision making regard-
ing such issues as consumption, investment, and savings is integrated all
across the world, thus forcing all states to participate.

In the interest of achieving a global economic system, and based on
broad governmental consensus, the United States promoted a policy of
liberalization, privatization, and deregulation (LPD). This subsequently
exposed any nation to two forms of globalization—the shallowest and the
deepest.* The shallowest form is where “an economic entity in one coun-
try engages in arm’s-length trade in a single product with another eco-
nomic entity in one other country.”® The deepest form of globalization,
as distinguished from other forms of “internationalization,” is “where an
economic entity transacts with a large number of other economic entities
throughout the world; where it does so across a network of value-added
chains; where these exchanges are highly coordinated to save the world-
wide interests of [the] globalizing entity; and they consist of a myriad of
different kinds or forms of transactions.”® This is a clear indication that
globalization is an advanced stage of capitalism that influences national
sovereignty and reduces the democratic participation of citizens in
national economic and political affairs through the substitution of “the
market” for the people.7

Since the integration of world economies began, globalization has pro-
moted competition and cooperation among nations, as earlier mentioned,
through LPD. These three self-contained and mutually interdependent pol-
icy tools have been the core foundation for structural adjustment programs
(SAPs) in the third world. But based on comparisons across countries, the
utilization of SAPs has rather impoverished and cut off these countries from
global competition. Liberalization as a follow-up is meant to eliminate trade
restrictions whether they are unilateral, bilateral, regional, or multilateral.
According to Stephen Thomsen, the less inimical an agreement is to the
pattern of trade and investment, the more beneficial it is to globalization.®
Economic liberalization later enhanced the proliferation of multinational
corporations (MNCs) that engaged in a systematic attempt to control third
world economies through their huge investments in extractive ventures
rather than in manufacturing activities. While the economies of Japan,
Europe, and North America were sustainably developed, the countries of
Africa, Nigeria included, were retrogressing without any hope of witnessing
development. Deregulation, for its part, emphasizes the reduction of admin-
istrative controls and greater reliance on market forces. By implication,
this will reduce government intervention in economic activities that tend
to encourage market inefficiencies, corruption, and waste. And with the
promotion of privatization, greater economic efficiency could be attained
through private-sector participation.
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Interconnections between Globalization and Industrialization

Globalization is further characterized by an emphasis on financial bene-
fits arising from the liberalization of capital movement from the Japanese,
European, and North American axes. Companies from these countries are
more interested in the repatriation of their profits and dividends while
simultaneously encouraging capital flight through their activities, to fur-
ther sustain the economies of their respective countries. Proactively, this
promotes growth and enhanced manufacturing activities in these coun-
tries while the poor countries see their natural resources depleted. These
poor countries cannot simply transform their resources into manufac-
tured products due to a lack of specified skills and required technology.
Since industrialization expands manufacturing activities that are not eas-
ily attainable by these poor countries, the need arises for mobilization of
foreign capital. As posited here, industrialization as a corollary of growth
requires adequate funding to enable the move from extractive industry to
secondary and tertiary industries. But since most developing countries are
faced with capital constraints, it is imperative that they attract additional
funds from outside their economies. According to this scenario, it follows
that the problem of capital constraints on industrialization can be resolved
through mobilization of private capital inflows. This is further emphasized
in the Harrod-Domar growth model.? This model is based on the premise
that a nation’s economic growth rate will be warranted by incremental sav-
ings-capital-output ratios. But where savings are inadequate, the economy
could seek to fill the gap in savings through either foreign aid or private
foreign investment. Michael Todaro and Stephen Smith have also upheld
this argument that the “capital constraint stages approach to growth and
development became a rationale and an opportunistic tool for justifying
massive transfers of capital and technical assistance from the developed to
the less developed nations.”!0

The Harrod-Domar growth model has been further reinforced by the bal-
anced growth model, which basically emphasizes the removal of limitations
to aggregate demand caused by the small size of markets in the developing
countries.!! In view of these limitations, the balanced growth model recom-
mends sufficient large-scale investments in various complementary and com-
petitive industries in order to overcome inadequate demand and to create
external economies. This investment must, however, “be able to achieve bal-
ances between the agricultural sector and industrial sector, between capi-
tal goods and consumer goods, and between social overhead capital and
directly productive activities.”12

Considering the massive investment required by developing countries to
overcome their inadequacies in order to industrialize, they have no choice
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but to borrow from external sources. This is often facilitated by financial
globalization that positively influences the development of the real sector,
consequently causing economic development and growth. Financial glo-
balization augments domestic savings, reduces the cost of capital, transfers
technology from advanced to developing countries, and develops domestic
financial sectors. It has equally undermined the initial gains expected by the
developing countries.!? It has created wide inequality within and between
nations, exacerbated unemployment, thwarted social progress, increased
financial markets’ volatility and capital flows while also furthering the pau-
perization of these already poor nations.

For John Naisbitt, however, all these deficiencies are “a global paradox”
that is being experienced by all the countries of the world. He retorts that
“across the globe, for developed and developing countries alike, change is
bringing economic hardship.”!* But it is evident that the pressure is greater
on the poor and developing countries as their industries are faced with low
capacity utilization with no end in sight. Given the trend toward the realiza-
tion of a single world economic system, it would be fair to say the developing
countries have been recolonized.

Methodology
Data Collection Procedure

The arguments against effects of globalization on developing countries are far-
reaching considering the extent of its negative impacts on third world econo-
mies. In this chapter I have thus used time series data to determine whether
globalization has any significant effect on the manufacturing sector in Nige-
ria. Since annual time series data are static in nature, I decided to incorporate
a nonstatic condition of the data on industrial output, capacity utilization rate,
interest rate, consumer price index, foreign-direct-investment/gross-domes-
tic-product ratio, private-capital-inflows/gross-domestic-product ratio, and
gross-degree-of-openness-measured-by-total-trade/  gross-domestic-product
ratio so as to determine if there are any potential integrating links among
the variables.

The data on these variables were extracted and computed from the
National Bureau of Statistics’ Annual Abstract of Statistics, and the Central
Bank of Nigeria Statistical Bulletin.'® All these data are from the period
1981—-2006, which coincides with the era of trade liberalization and the
time when most African countries were undergoing various structural
adjustment measures.
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Model Specification

This study required, first, that the extent to which Nigeria is integrated with
the rest of the world be determined before the impact of globalization on its
manufacturing sector could be considered. To this end, I adopted Ismihan,
Olgun, and Utku-Ismihan’s model to derive a single economic globalization
index (EGI) for Nigeria for selected periods.16 Based on these authors’ sub-
mission, the core elements of economic globalization—trade, investment
(production), and finance—have been used to measure the dimensions of
globalization in the following order:

FTR. = FTRz't B Min[’YR

=

Y Maxgrg = Mingpr X 1000 1)
DR . PRy = Mingyp

" Maxpp — Ming,, X 1000 (2)

PCFI. = PCHT;, _MmPCFI

" Maxpep — Minpes X 1000 (3)
Where:

FTR, = foreign trade index for country i at time ¢
FDIR,, = foreign direct investment index for country i at time ¢
PCFIL,, = private capital inflows index for country 7 at time ¢

Based on equations (1)—(3), EGI is derived by finding the average of the
three subindexes (FTR”, FDIR;, PCFI ix)' Hence, economic globalization index
(EGI,) for country i at time ¢is:

FTR,, + FDIR, + PCFI,

EGI, = - it (4)

The maximum value of EGI is 1,000 and the minimum is 0. So whenever its
value is close to o, the level of global integration is low, but if close to 1,000,
the level of integration is high. EGI is further used to measure a country’s
performance such that if for two years EGI, — EGI, > o, then country i has
improved its integration. It can also be used to rank the level of countries’
global integration.!”

Two models were also constructed to give a clearer picture of the
issues at stake. The first model presents the situation of Nigerian indus-
try prior to globalization by simply tracing the impact of the capacity
utilization rate, interest rate, and consumer price index on the perfor-
mance of Nigeria’s manufacturing sector. By contrast, the second model
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presents the industrial situation during globalization by examining the
impact of the foreign-direct-investment/gross-domestic-product ratio,
private-capital-inflows/gross-domestic-product ratio, and total-trade/
gross-domestic-product ratio on the performance of the manufacturing
sector in Nigeria. These models are therefore presented in the following
structural equations:

INDQ, = f(CUR, INT,, CPI,) (5)
But technically, equation (5) can otherwise be stated as:

INDQ,= o, +a, CUR,+ o, INT,+ aSCPIt+ B, (6)

INDQ, = f (GFDI,, GPCI,, GDPN)) @)

Equation (77) can also be technically specified as:

INDQt= BO+ BIGFDIt+ ﬁQGPCIﬁ B%GDPN[+ v, (8)
Where:

INDQ), = industrial output index at time ¢

CUR, = capacity utilization rate at time ¢

INT, = interest rate at time ¢

CPI, = consumer price index at time ¢

GFDI, = foreign-direct-investment/gross-domestic-product ratio at time ¢
GPCI, = private-capital-inflows /gross-domestic-product ratio at time ¢
GDPN, = total-trade/gross-domestic-product ratio at time ¢

G, O Oy O BO’ Bl’ i [33 = technical coefficients

B v, = error specifications

Analytical Techniques and Theoretical Expectations

Going by the specified models above, the estimation techniques adopted
were ordinary least square technique and cointegration analysis. The
cointegration analysis was based on the Augmented Dickey-Fuller (ADF)
test to determine the degree of integration among the aforementioned
variables.!®
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The theoretical expectations about the technical coefficients of all the
equations are stated inter alia: for equation (5), o, 2 0; a, , 4y < 0. It was
expected that capacity utilization rate and mdustrlal output 1ndex would
be positively related to each other. This is because CUR, measured the
(weighted) average of the ratio between actual output of industries to the
maximum that could be produced per unit of time with existing plant and
equipment. All other coefficients, such as INT, and CPI, were expected to
have negative signs implying that the higher the values of these indexes, the
lower the level of industrial output.

For equation (7): B, B,, B > o. This implied that the industrial output
index should be posmvely related to every change in GFDI, GPCI, and
GDPN, as indicated by the technical coefficients.

Empirical Results and Issues

A review of Nigeria’s industrial policy reveals that the sector was charac-
terized by high geographical concentration of industries, high production
costs, low value added, low capacity utilization, high import content of
industrial output, and low level of foreign investment in the manufactur-
ing sector.!® Most of these problems could be traced to the various self-
contradictions inherent in Nigerian industrial policy. In other words, the
policy had contributed to weakening the base for a solid development in
the manufacturing sector even before the adoption of trade liberalization
in 1981. The haphazard nature of these various policies that had failed to
conform to basic economic principles, optimization rules, veritable objec-
tives of development, and nonrecognition of peculiar environmental con-
straints led to deindustrialization of the country.?’ For instance, the policy
of indigenization emphasized the buying up of many businesses rather
than encouraging self-reliance. Without considering the prospects of these
businesses in the future, Nigeria invested in many, varied industries: Iwo-
pin paper mills, Aladja and Ajaokuta steel companies, Volkswagen and
Peugeot automobile companies, Osogbo Steel Rolling Mills, textile compa-
nies, and more. Many of these companies vanished into thin air with time
while those that survived could neither produce at the minimum capacity
level nor export their goods to other countries, not to mention compete
with imported goods.

It was against this background that the structural adjustment program
was introduced with the aim of restructuring and diversifying “the produc-
tive base of the economy in order to reduce dependence on the oil sec-
tor and on imports.”?! But the almost immediate effect of this policy was
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Table 12.1. Growth and share of manufacturing sector output: selected
years, 1981-2006

Indicator 1981 1986 1991 1996 2001 2006
Index of manufacturing 117.4 96.1 178.1 138.7 142.2  145.7
output (1990 = 100)

Output share of 5.31 4.22 4.69 3.62 3.32 3.71
manufacturing sector

in GDP (%)

Annual growth rate of N/A 1981-86 1986-91 1991-96 1996-2001 2001-6
manufacturing sector? -22.3% 46.04% -28.41% 25% 2.40%

2 Author’s computation
N/A = not available

Sources: National Bureau of Statistics, Annual Abstract of Statistics (Abuja, 2006); Central Bank of
Nigeria, Statistical Bulletin (Abuja, 2006).

to impact the country’s economy in a negative way. As a matter of fact,
the output share of the manufacturing sector in GDP declined all through
the selected years of analysis. This performance could not even be halted
during the trade liberalization period. In 1981 the output share of the
manufacturing sector in GDP was 5.3 percent, but this share declined to
4.2 percent by 1986. This change implied that prior to the liberalization
period, the sector was to some extent better off, as is shown in table 12.1.
The sector’s contribution declined further from 4.2 percent in 1986 to
3.3 percent by 2001. The growth rate of the manufacturing sector for the
years also buttressed the decline in its contribution. In fact, the years 1986
and 1996 witnessed negative growth rates of 22.4 percent and 28.4 per-
cent, respectively. Except for 1991, which witnessed a 46 percent growth
rate, 2001 and 2002 experienced negligible growth rates of 2.5 percent
and 2.4 percent, respectively.

The decline had been traced to the problem of imported inputs, in which
costs were forced to increase with very low manufacturing value added.
Nigerian industries such as these could not earn foreign exchange. Out of
all the manufacturing subsectors, only soap and detergent, beer and stout,
as well as soft drinks performed very well. Based on table 12.2, none of the
other subsectors’ performance was anything to write home about. But con-
sidering the comparative growth rates of manufacturing subsectors, virtually
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Table 12.2. Comparative performance of manufacturing subsectors based
on index of manufacturing products (1985): selected years, 1981-2006

Manufacturing subsector 1981 1986 1991 1996 2001 2006
Sugar/confectionary 219.2 71.8 129.1 575 475 475

Soft drinks 104.2 71.2 243.5 160.9 194.0 193.8

Beer/stout 101.6 128.1 100.7 107.5 125.7 1345
Cotton/textiles 193.5 31.9 147.5 102.1 93.5 94.7
Synthetic fabrics 303.1 196.1 1921.1 815.6 665.6 670
Footwear 377.5 75.4 85.9 52.0 449 45.4
Paints 266.3 79.1 98.0 122.2 1144 1158
Cement 76.6 108.1 98.7 88.8 935 106.6
Vehicle assembly 128.5 46.8 17.1 14.2 15.1 15.5
Soap and detergent 263.9 49.3 153.9 183.3 210.1 2144
Refined petroleum 93.6 50.3 116.0 131.4 133.0 144.7
All manufacturing 117.3 78.2 178.1 138.7 137.7 145.9

Sources: National Bureau of Statistics, Annual Abstract of Statistics (Abuja, Nigeria, 2006); Central
Bank of Nigeria, Statistical Bulletin (Abuja, Nigeria, 2006).

all the industries’ growth rates were unimpressive. Sugar and confectionary
declined all through the years.

For instance, it declined further from —7.5 percent in 1986 to —125 per-
cent in 1996 and later bounced back somewhat to —75 percent. While a
majority of the various manufacturing subsectors witnessed negative growth
rates, beer and stout, refined petroleum, and cement managed to witness
positive growth but at a reducing rate. From table 12.3, the growth rate
for beer and stout increased from 6.3 percent to 14.5 percent between
1996 and 2001 but decreased to 6.5 percent by 2006. Refined petroleum
increased from 1.2 percentin 2001 to 8.1 percent in 2006, while the cement
subsector also increased from 5 percent to 12 percent between those years.
This situation has remained so because of inadequate foreign exchange to
procure their inputs. In fact, the capacity utilization rate of the few existing
manufacturing industries has remained very low to date.

Another interesting issue is the protracted problems generated by trade
liberalization, such as rampant dumping and smuggling of fake and sub-
standard products in the Nigerian markets. Used products, popularly called
“Tokunboh,” including electrical and electronics appliances, matches, cars,
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Table 12.3. Comparative growth rates of manufacturing subsectors (percent)

Manufacturing subsector 1981-86 198691 1991-96 1996-2001 2001-6

Sugar/confectionary -205 44.3 -125 -74.0 0.0
Soft drinks -46.0 70.8 -51.3 17.1 -0.10
Beer/stout 18.8 -24.2 6.3 14.5 6.5
Cotton/textiles -410 74.3 -44.5 -9.2 1.3
Synthetic fabrics -55.0 90.0 -136.0 -23.0 0.66
Footwear -400.7 13.22 -66.1 -15.8 1.10
Paints -237 19.3 19.8 -6.8 1.2
Refined petroleum -86.1 56.6 -12.5 1.20 8.1
Cement 29.1 -9.5 -0.15 5.03 12.4
Vehicle assembly -175.0  -174.0 -20.4 5.96 2.58
Soap and detergent —435.0 9.8 16.0 12.8 2.0
All manufacturing -50.0 56.0 -284.0 -0.73 5.62

R20 batteries, and drinks, flooded the markets. The local manufacturers
were thus exposed to unfair competition from these imports since they were
cheaper than locally produced ones. This was further complicated by the
import-substitution strategy. Its adoption failed to compel manufacturing
firms to vigorously develop local substitutes for imported inputs. This also
contributed to the persistent capacity underutilization of the sector (see
table 12.4). As at the peak period of trade liberalization, capacity utilization
for the entire manufacturing sector declined from 78.2 percent in 1986 to
42 percent in 1991. It declined further to g2.5 percent in 19g6.

FDI had been concentrated more in mining and oil than in other sectors.
John Cantwell held that most investments from the United States focused
on oil, accounting for more than two-thirds of the total stock of US FDI in
Africa in 1993.?? In particular, Nigeria received about g1 percent of its FDI
stock in oil and 16 percent in other mining industries in the early 198os.
Where the FDI stock diversified from the primary sector to the manufac-
turing sector, the share of the selected subsectors in total FDI declined all
through the period of liberalization. (Evidence for these developments
abounds in table 12.5.)

The share of these subsectors markedly reduced from 2%7.9 percent to
15.4 percent between 1986 and 1996, but slightly increased to 16.9 percent
in 2001.
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Table 12.4. Capacity utilization rates of manufacturing subsectors: selected
years, 1981-2006 (percent)

Manufacturing subsector 1981 1986 1991 1996 2001 2006
Sugar/confectionary 84.2 32.9 47.5 27.8 35.6 45.0
Soft drinks N/A 26.7 38.6 50.4 40.2 35.0
Beer/stout 100 49.8 62.4 30.5 54.6 57.5
Cotton/textiles 76.9 41.3 54.9 46.5 31.8 56.6
Synthetic fabrics N/A N/A N/A N/A N/A N/A
Footwear 84.4 73.0 38.2 N/A 229 76.17
Paints 71.1 79.1 20.1 38.5 49.2  51.88
Refined petroleum 65.4 47.1 41.5 32.9 47.6 90.5
Cement 70.3 66.9 33.2 33.5 488 53.13
Vehicle assembly 79.1 24.9 19.6 51 414 16.0
Soap and detergent N/A 30.6 32.6 38.2 48.2 53.8
All manufacturing 73.3 78.2 42.0 32.46 42.7 53.3

N/A = not available

Source: Central Bank of Nigeria, Statistical Bulletin (Abuja, Nigeria, 2006).

All these scenarios in the Nigerian manufacturing sector had drastically
limited the country’s participation and competition in the world economy.
Through modification of the EGI by multiples of 10, instead of 1,000, the
extent of the country’s participation in the world economy is presented in
table 12.6. The closer the value is, this time, to around o, the lower the level
of integration. But if closer to 100, the level of integration attained is higher.

Between 1981 and 1989, the EGI, was 25.2 percent at the early stage of
trade liberalization and the early part of the SAP period based on the mean
value of indicators in table 12.6.

Considering that the value of EGI, for this period was closer to o percent
than 100 percent, the level of integration was low compared to the period
1998-2006 when it was 8.5 percent.

The outstanding performance of the FTR, index of 55.6 percent could
be attributed to the high growth rate of imports at the expense of exports.
At the peak of liberalization, imported goods from Asia, especially fake and
substandard ones, flooded the Nigerian markets. Nigeria’s exports at this
time increased at a very slow pace, only in primary commodities and with
the manufacturing sector gradually fading.
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Table 12.6. Economic globalization index: selected years, 1981-2006 (percent)

Indicator 1981-89 1990-97 1998-2006
FTR? 38.4 36.1 55.6
PCFIP 8.4 11.2 20.2
FDIRC 28.9 34.8 39.5
Total 75.7 82.1 115.3
¥X/Nd = EGI 25.2 27.4 38.5

2Foreign trade index

b Private capital inflow index

¢ Foreign direct investment index
d Mean of value of indicators (EGI)

Extension and Robustness

I carried out stationarity tests to corroborate facts using ADF test procedures.
For the first model, application of the ADF test to the variables INDQ,, CPI,,
CUR,, and INT, found them to be stationary at first difference [I(1)]. This
was due to the greater values recorded for the test statistics as against the
critical values at 1 percent, 5 percent, and 10 percent. However, these vari-
ables with the exception of CUR, attained stationarity at all percentage levels
of critical values, as indicated in table 12.7. Therefore, regression could be
carried out without any spurious results. The ADF test was also applied to
the second model with the variables GFDI, GPCI, GDPN, and INDQ,. They
were also found to be stationary at all percentage levels of critical values, as
shown in table 12.7.

Table 12.7. ADF unit root test results

Variable ADF test Critical value  Critical value  Critical value
statistics @ 1% @5% @ 10% Level
INDQ, -5.592298 -3.7343 -2.9907 -2.6348 I(1)
CUR, -3.353836 -3.7497 -2.9969 -2.6381 I(1)
INT, -5.283418 -3.7497 -2.9969 -2.6381 I(1)
CPI, -4.666671 -3.7343 -2.9907 -2.6348 I(1)
GFDI, -8.798458 -3.7343 -2.9907 -2.6348 I(1)
GPCI, -8.445470 -3.7343 -2.9907 -2.6348 I(1)

GDPN, —7.852990 -3.7343 -2.9907 —2.6348 I(1)
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Correlation and Regression Results

The results further examined the performance of the manufacturing sector
and extent of its contribution to the integration of Nigeria with the rest of
the world. In this way, the study establishes the relationship between indus-
trial output (dependent variable) and its various determinants (indepen-
dent variables) before and after trade liberalization.

Based on tables 12.8 and 12.9, models 1 and 2 explained about 49 per-
cent and 57 percent of all variations in the industrial performance, respec-
tively. This implied that, to a greater extent, the low level of Nigeria’s
integration globally through its manufacturing sector was largely influenced
negatively by globalization; hence, its inability to compete in the world
market. In model 1, the CPI, remained unstable and negatively correlated
with INDQ, as shown in table 12.8. This was reinforced by its ordinary least
square estimated value of —go0 percent and correlation value of -14.7 per-
cent, thus indicating its negligible impact. All other variables were positive
and significantly influenced the level of performance of the manufacturing
sector, especially interest rate (INT,) with its 210 percent value.

For model 2, by contrast, all the independent variables with the excep-
tion of GPCI, were positive and significantly influenced the performance
of the manufacturing sector more than did model 1. While GFDI, was
32,360 percent, GPCI, was —17,129 percent while GDPN  was 5,790 percent.
By these extreme values, model 2 showed that the manufacturing sector
faced the danger of exposure to proliferation of cheap products while its
exports could hardly penetrate the world market. This is a confirmation to
the claim that for every seven hundred containers that came into Nigeria
from Europe, almost five hundred were returned empty. This showed that
the manufacturing sector would need to be given serious attention for Nige-
ria to reap the benefits of globalization (see tables 12.9 and 12.10). This
situation was worsened by the negative value of GPCI,, which by implica-
tion means that the repatriation of profits and dividends were greater than
injected funds into the economy. This was also reinforced by its negative
correlation (-7.8 percent) with INDQ, as shown in table 12.8. This situation
had been responsible for the persistent capital flight from the country and
thus increased the exposure of the manufacturing sector to global shocks.

Conclusion and Recommendations

The importance of industrialization in any economy is enormous and as
such should be given appropriate support. In particular, the manufactur-
ing sector had contributed significantly to Nigeria’s economic development
through employment generation, increased income, and diversification of the
economy. But for reasons ranging from poor financing, policy inconsistency,
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Table 12.8. Correlation matrix among variables

Variable CUR INT CPl, GPCI,  GFDI,  GDPN,

t t

INDQ, 0.051066  0.557135 —0.146576 —0.077993 0.585244 0.724722

Table 12.9. Multiple regressions for model 1

Variable Coefficient Std.error tStatistic Probability R? = 0.488510

a, 74.29630 17.83548  4.165646  0.0004 Adjusted R?= 0.418761
CUR, 0.455383  0.271338  1.678288 0.1074 S.E.=13.76960

INT, 2.102951 0.469304  4.481001 0.0002 F- Statistic = 7.003862

CPI -0.298114 0.155204 -1.920794 0.0678 Durbin-Watson = 1.054590

t

Table 12.10. Multiple regressions for model 2

Variable Coefficient Std.error t-Statistic Probability R? = 0.566651

Bo 90.17598 8.190623  11.00966  0.0000 Adjusted R%= 0.507558
GFDI, 323.5950 223.1774  1.449945 0.1612 S.E.=12.67423

GPCI,  -171.2859 344.1448 -0.497715 0.6236 F- Statistic = 9.589123
GDPN,  57.89711 18.88899  3.065125  0.0057 Durbin-Watson =1.011289

technological backwardness, lack of interfirm linkages, infrastructural decay,
high level of corruption and inflation, limited markets, debt problems, polit-
ical instability, and harsh operating environment, the manufacturing sector
could no longer fulfill these roles adequately.

All these factors have been responsible for Nigeria’s very low participation
in the world economy, outside its oil sector. The inability of the country’s
industries to compete and integrate well into the global economy stemmed
from the country’s overreliance on exporting oil while neglecting its nonoil
sectors. The situation worsened by the time SAP, an element of LPD, was
adopted. However, prior to the liberalization era, the performance of the
country’s industrial sector had not been encouraging, as shown by the esti-
mated result of model 1 above. In fact, the sector’s performance has wors-
ened during the globalization era due to inequitable trade relations based
on those factors mentioned above.

If Nigeria is to be integrated more effectively with the rest of the world in
order to benefit from globalization, solutions must be proffered to counter
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the specific problems faced by the manufacturing sector. The present state of
infrastructure must be overhauled for any meaningful industrialization and
development to take place. Electricity generation and distribution must first
be vigorously pursued as it is the basis for the functionality of all other stra-
tegic infrastructures like transport and communication. The decrepit power
supply has remained a source of such increased overhead costs to many indus-
tries that at one point or another most of them were forced to operate below
their minimum capacity level. In pursuance of an adequate power supply,
private-sector participation with government must be encouraged while also
sourcing for alternative electricity supply through solar energy.

The disjointed nature of industrial and corporate linkage must be elimi-
nated for any meaningful industrialization in Nigeria. Because the Nigerian
economy is dominated by the informal sector, there is need to encourage
SME:s to establish connections with various government agencies in charge
of empowerment programs within their immediate communities. These
agencies must become aware of those enterprises’ needs in order to “diffuse
and process” their products. The agencies should further be encouraged to
develop indigenous technology adaptable to the local environment.

The import-substitution strategy must be refocused to concentrate on
strategic sectors of the economy. For instance, Nigeria’s government must
be able to support various automobile plants like Anambra Automobile
Corporation (ANAMCO) and Peugeot Automobile Nigeria (PAN). Funds
should be injected into this sector in order to enhance its capacity to gen-
erate higher output and employment. Furthermore, protectionist policies
like the imposition of higher tariffs on the importation of fully assembled
vehicles should be implemented, encouraged by the formulation of policies
to set up factories in Nigeria to manufacture other automotive products.

For industrialization to succeed in Nigeria, the spate of corruption must
be eradicated. Various studies have shown that this destructive social vice
distorts economic growth and development. Therefore, fiscal discipline and
rationalization are called for, along with improved provisions for social and
economic welfare. The punishment of corrupt officials will further serve as
deterrent to others.?3

One condition paramount to others for the development of the manufactur-
ing sector is maintenance of a strong and stable macroeconomic framework.
This will pave the way for accelerated development and use of local raw mate-
rials and intermediate inputs rather than continuing dependence on imports.
Other necessary requirements for global integration are strong institutional and
social reforms that encourage political stability, good governance, transparency,
and accountability; sound banking practices; and industrial capacity building
and technological development. The fulfillment of these specific recommenda-
tions would improve the country’s manufacturing sector and bring about the
necessary conditions for Nigeria to reap the benefits of globalization.
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Interest Rates, Fiscal Policy, and
Foreign Private Investment in Nigeria

IvioLA ALADE AJAYI AND ADEYEMI BABALOLA

Introduction

A fundamental requirement for economic development in any economy is
an adequate rate of capital formation relative to that of population growth.
Adequate capital formation is essential because it helps accomplish the
following economic goals, among others: to build up capital equipment
needed for purposes of development; to enhance capital progress, which in
turn helps to ensure sustained production on a large scale; to ensure expan-
sion of the market; to remove market imperfections by creating economic
and social overhead capital; and to break the vicious circle of poverty from
both the demand and the supply side.

The process of capital formation involves three distinct phases: first, the
volume of savings increases; next, savings are mobilized by financial and
credit institutions; and lastly, those savings are invested. Savings can be
mobilized in an economy from two distinct sources, domestic and foreign.
Domestic sources include but are not limited to an increase in national
income, a reduction in consumption, and fiscal and monetary measures to
encourage savings. However, foreign sources involve attracting capital from
abroad, which may take the form of private investment, official loans, or
grants. Private capital may be direct or indirect investment. Direct invest-
ment means that foreign investors exercise de facto or de jure control
over the assets created in the capital-importing country by means of their
investments; this typically involves setting up a company or subsidiary of a
company hitherto operating in the capital-importing country in which the
foreign investor maintains majority control. It may also involve acquiring
fixed assets in the target countries by nationals from the investing country.
Such companies are called multinational corporations (MNCs) or transna-
tional corporations (TNCs).
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Nigeria’s economy is a monocultural oil-rich economy that, in spite of the
massive revenues realized from crude oil export over the last three and a half
decades, still lags in terms of poor development in all ramifications of devel-
opment. The oil boom of the 1g70s brought with it fundamental changes in
the Nigerian economy such that, prior to July 1986, the country witnessed a
traumatic economic crisis. Nigeria suffered a dip in foreign exchange earn-
ings and government revenues due to the global economic recession of the
early 1980s that resulted in the collapse of the world oil market, erosion of
competitiveness of its agricultural sector and that sector’s ultimate neglect,
as well as from the effects of inappropriate policies of the past such as eco-
nomic stabilization and economic emergency measures in 1982 and 1985,
respectively, and the structural adjustment program in 1986.!

Consequently, revenues of the government, the prime mover of Nigeria’s
economy, dipped significantly, external reserves fell, and efforts to contain
these adverse developments impacted the macroeconomy in negative ways.
These impacts were further compounded by the autocratic and undemo-
cratic military leadership that ruled the country for about two-thirds of the
years since independence was achieved in 1960. Hence, with its revenues in
decline and facing consequent low domestic capital formation and mount-
ing challenges to economic development, the government resorted to exter-
nal sources of funding to bridge the savings-investment gap and put the
economy on the desired trajectory.?

Issues at Stake

Foreign direct investment (FDI) has, over the years, proved to be a major stim-
ulus of economic growth in developing countries through its contribution
to technology transfer, enhanced balance of payment position, employment
generation, and diversification of the industrial base, among other factors.
The emphasis on these resources for economic growth has made FDI the
focus of policymakers in many low-income countries. One of the recent ques-
tions confronting economic researchers is how do African countries increase
their share of global foreign direct investment.? By and large, Nigeria has the
potential to attract FDI but has not been successful in doing so despite efforts
toward liberalizing its FDI regime and intensifying the enabling environment.
Even though Nigeria had embarked on policies and structural reforms favor-
ing increased openness and lower barriers to trade, and had liberalized its
domestic financial markets and removed restrictions on the movement of
capital, FDI flows have occurred mainly in the oil sector of the economy, from
which the country derives over go percent of its export earnings. In terms of
diversification of FDI to other sectors of the economy, Nigeria has not ben-
efited commensurately to its potential. Factors such as overdependence on
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the oil sector, inadequate and dilapidated infrastructure, government corrup-
tion, unstable regulatory and institutional environment, and other security
concerns including civil unrest and crime have been responsible in part for
the lackluster flow of FDI into the economy.*

The first response of the Nigerian government to these deteriorating eco-
nomic conditions was to introduce stabilization, austerity, and protectionist
measures between 1982 and 1984. The Economic Stabilization Act (1982)
imposed more stringent exchange controls and import restrictions sup-
ported by appropriate monetary and fiscal policies. A rejection of IMF loans
and their draconian conditionalities resulted in the introduction in 1986 of
a structural adjustment program (SAP) with its major policy thrust of liber-
alization, deregulation, privatization, commercialization, and exchange rate
flexibility. However, the economy appears not to have fared better in the
post-SAP period in comparison to the pre-SAP period because the structural
adjustments negatively affected real investment. Gross domestic investment
(GDI) fell from 48.5 percent during the period 1981-85 to 13 percent by
1988 and increased only slightly to 16.2 percent in 19go. The major under-
lying factor was the rapidly declining level of foreign investment that had
been projected to complement domestic savings.”

Foreign capital could usefully help less developed countries (LDCs) bridge
simultaneously their gaps in domestic savings and foreign exchange. However,
in spite of decades of foreign capital inflows, LDCs as a group are no nearer
to overcoming their savings or foreign exchange need. The gap in resources
is still wide, and, in some cases, it is also widening in comparison with savings
and foreign exchange resource availability. This explains the rise in the rate of
unemployment, near collapse of infrastructure, closures of factories, low capac-
ity utilization in the manufacturing sector, and inadequate funding for educa-
tion, all of which have resulted in gloomy overall macroeconomic indexes.’

The question then should be: Has the nation not attracted sufficient capi-
tal to take it to the desired level of development or has the capital that flows
into the country been misapplied? To answer this question, this study exam-
ines the global trends in foreign direct investment; identifies specific poli-
cies adopted over the years by successive governments in Nigeria regarding
the enhancement of FDI; and traces the magnitude of FDI, its application,
and impact on the economy with a view to ensuring steady development and
macroeconomic stability.

Conceptual Framework, Theoretical Framework, and the Literature on
Globalization and FDI

It is a commonplace to say that globalization has turned the world into a
global village; countries and peoples are integrated such that barriers of all
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kinds are downplayed. Foreign direct investment, or the flow of capital and
labor from abroad to another country, is the engine of globalization. Owner-
ship of such capital can be by an individual or a corporate body or a govern-
ment.” Basically, what defines FDI is that a foreign firm or individual must
control a majority shares in the firm receiving the investment funds.

There are three traditional schools of thought on FDI—namely, depen-
dency, modernization, and integrative. Generally, the theories argue that the
flow of FDI requires profitable opportunities and a regulatory framework that
facilitates investment transactions. It further requires policies that ensure gen-
eral macroeconomic stability, integrate markets, and open sectors to private
investment that can help expand the range of profitable enterprises.

The Dependency School

The dependency school, which comprises dependencia (neo-Marxist) and
structuralist theories that flourished from the 196os into the 198os, seeks
to achieve more equitable wealth, income, and power distributions through
the self-reliant and collective actions of developing nations. Dependency
theory sees the cause of underdevelopment primarily as exploitation by the
industrialized nations. Its major contribution to the study of FDI is its focus
on the consequences of FDI in developing countries and its critical analy-
sis of Western development paradigms that regard FDI as explicitly positive.
The dependencia or neo-Marxist subschool states that developing countries
are exploited either through international trade, which leads to deteriorat-
ing terms of trade, or through multinational corporations transferring prof-
its out of developing economies. This subschool posits that industrialized
countries extract resources from the periphery (the poor countries). The
theory does not criticize capitalism outright but rather points out that the
periphery does not gain from capitalism as much as the center does. Accord-
ing to this view, modernization, capitalization, and industrialization are lim-
ited to the export-driven economy and other sectors according to the export
needs of the core.®

The Modernization School

The modernization school is reflected in the “perfect market” approach as
represented by neoclassical theories, and it remains widely influential to the
present day. It holds that there is a natural order through which countries
ascend to what is seen as higher developmental stages. The theorists recom-
mend the way to exogenously motivated development is through industri-
alization, liberalization, and the opening up of these countries’ economies.
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A country’s ability to overcome these barriers will depend on how well
endowed it is in terms of production factors—that is, labor, capital, and nat-
ural resources. The modernization school views FDI as a prerequisite and
catalyst for sustainable growth and development. For FDI to fulfill its cru-
cial role, economies have to be freed from distorting state interventions and
opened to foreign investment and trade. The approach of the moderniza-
tion school rests on both neoclassical and perfect market theories.”?

The Integrative School

The integrative school, which is represented by the diverse FDI and negotia-
tion paradigm, attempts to transform thinking on foreign direct investment
by analyzing it from the perspectives of host countries as well as investors. It
integrates those dependency and modernization concepts that are applica-
ble to current FDI analysis. Accordingly, integrative theory accounts for the
multiplicity of heterogeneous variables involved in the FDI process. An inte-
grative FDI theory considers microeconomic and macroeconomic variables
that determine FDI. The macrolevel envelops the entire economy, while the
microlevel denotes firms and institutions that link the two variables. How-
ever, what distinguishes integrative FDI theory from the other schools is that
it accords more importance to the microlevel, the sphere where macrovar-
iables and microvariables meet and the public and private sectors interact. It
is in this arena that public policies are established and implemented. Thus,
the microlevel is pivotal to the successful implementation of public policies.
Integrative theories shed more light on the perspective of the institutional
arrangement in the host nation and view FDI at the microlevel, which is
where the day-to-day challenges in FDI policy implementation occur and
where structural rigidities often are expressed such as corruption, nepotism,
and ignorance. According to this school, despite its importance, the micro-
level has not received the attention it deserves because theorists are not
always aware of the daily challenges that developing countries encounter in
implementing economic and investment reforms.!? This chapter intends to
explain FDI in Nigeria based on integrative theory.

Literature Review

Economic growth can be attributed to the level of acceptance of globaliza-
tion within a country. Globalization has been described as one of the good
developments that have happened in recent world history.!! However,
others see development as nothing more than a modern version of the
slave trade practiced for centuries by many developed countries. They see
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nothing good in globalization and even accuse the developed countries of
using the expansion of global trade to destroy barriers to enlarging their
spheres of control.

Globalization entails these five major areas:

Growth in trade

Capital flows and increased financial capacity
Easy migration

Information technology and the Internet
Diffusion of technology

Thus understood, according to Shahid Yusuf, globalization has the poten-
tial to influence all parts of the world, though its impacts are felt by only a
relatively small proportion of the world’s population due to countries’ vary-
ing levels of integration. Of particular importance is the effect of globaliza-
tion in promoting economic growth in developing countries.?

The flow of FDI to a country depends largely on the presence in that
country of certain critical minimum requirements. Among the require-
ments are the presence of economic, political, and social stability as well as
rules regulating the entry and operation of business enterprises. Other fac-
tors that help create an attractive environment for FDI are fair treatment of
foreign affiliates; facilitation of business activity; investment incentives; suffi-
cient market size, growth, structure, and accessibility; a supply of raw materi-
als; a low-cost but efficient labor force; and adequate physical infrastructure
in the form of ports, roads, utilities, and telecommunications.!® The incen-
tives that are available to foreign investors include tax relief and repatriation
of earnings on appreciation of capital investment. In some cases, import
or export licenses are waived, and up to 100 percent foreign ownership of
enterprises is allowed. Furthermore, concessions are also available on the
development of local raw materials, and on local value-added, labor-inten-
sive, or export-oriented activities that involve significant training.'4

Foreign private investment has had mixed results for LDCs. On the posi-
tive side, it has been seen as filling the gap between the domestically avail-
able supplies of savings and the planned level of these resources necessary
to achieve developmental strategies.15 A counterargument is the “suction
pump” thesis that asserts that the capital created in LDCs is transferred or
pumped out from the host economy via dividends and profits relative to cap-
ital inflows into these countries.

The bulk of private foreign direct investment in many LDCs is now
increasingly identified with MNGs, especially those with strong historical
connections to the period of colonial economic administration.!® The fol-
lowing were identified as the major determinants of foreign private invest-
ment (FPI): size of the domestic market, inflation, exchange rate volatility,
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interest rate, and macroeconomic policies.!” Pfeffermann and Madarassy
indicate that size of domestic market is positively related to FPI, while infla-
tion and volatile exchange rates have negative effects. High and rising infla-
tion rates heighten fears of cost increases for imported capital goods and
other inputs, while unstable exchange rates create foreign exchange risks
and an uncertain investment climate.

John Dunning, F. Root, and A. Ahmed demonstrated that FPI exercises
a dominant influence over the host country’s market.!® Furthermore, they
stressed that high inflation rates reduce international competitiveness in
terms of export earnings and foreign earnings. This also puts pressure on
current account and exchange rates. Michael Obadan also confirmed the
importance of market size and trade policies on raw materials as a deter-
minant of foreign private investment in Nigeria.!? Harold G. Osuagwu
traced the determinant of investment demand in Nigeria to expected rate of
return, supply of funds, absorptive capacity, and government policies.20 Ris-
ing bank lending rates were noticed to have discouraged productive invest-
ment because a lower lending rate in the host economy is expected to have
an overall effect on higher internal rate of return on investment and thus
boost investment flows.2!

Adeoye Akinsanya argued that large external debt plays a vital role in
reducing investment activities. This is because higher debt service payments
associated with large external debt reduces funds available for investment.
He also produced evidence to show that from 1965 to 1970, yearly inflows
of investment into oil-producing countries were negative. The growth of for-
eign private investment in the developing world has been rapid in recent
decades. It rose from $2.4 billion in 1962 to $35 billion in 1990 before
surging to over $147 billion in 2002 and reaching $334 billion in 2005.22
Accompanying this enormous advance of FPI over time to various regions
of the world is the great volatility of investment flows. A majority of FPI
flows from one developed country to another and of flows to developing
countries are heavily concentrated in just a few destinations. For example,
in 2005 well over a third ($118 billion) of the record amount of FPI that
flowed to developing countries was invested in Hong Kong and mainland
China alone. Africa, as usual, received only a small fraction of inflows. In
2005, although FPI in Africa reached a record $31 billion, Africa’s share of
global FPI was little more than g percent; and most of the thirty-four African
LDCs received very little foreign investment. This is not surprising given the
fact that private capital gravitates toward countries and regions that offer
the highest financial returns and greatest perceived safety. Where debt prob-
lems are severe, governments are unstable, and economic reforms are only
beginning, the risk of capital loss can be high.

The global trend in foreign direct investment flows is presented in table
13.1. FDI flows represent new additions to the existing stock of FDI. As the



Interest Rates, Fiscal Policy, and Foreign Private Investment in Nigeria 283

table shows, during the five-year period 1997-2001, total annual worldwide
FDI flows amounted to about $8g0 billion on average. As can be expected,
several developed countries are the dominant sources of FDI outflows. The
United States, on average, invested $139.2 billion per year, with the UK fol-
lowing close behind at $1g4.5 billion. France, Germany, and the Nether-
lands also invested heavily overseas, at about $g1.0 billion, $65.8 billion, and
$46.6 billion per year, respectively. Spain invested $g1.1 billion; Canada,
$29.4 billion; Japan, $28.5 billion; Switzerland, $25.4 billion; Sweden, $21.0
billion; and Italy, $12.6 billion. The developed countries mentioned above
account for about go percent of the total worldwide FDI outflows during the
period. This implies that MNCs domiciled in these countries should have
certain comparative advantages in undertaking overseas investment projects.
It is interesting to note that China, itself considered a developing country,
had begun to undertake FDI during this period, albeit on a modest scale.

Table 14.1 also shows FDI inflows by country. The United States received
the largest amount of FDI inflows, $202.4 billion per year on average,
among all countries. The next most popular destinations of FDI flows
were the United Kingdom ($71.7 billion), Germany ($62.2 billion), China
($43.5 billion), France ($38.8 billion), the Netherlands ($37.1 billion),
Canada ($29.3 billion), Sweden ($25.5 billion), and Spain ($18.6 billion).
These nine countries account for about 60 percent of total worldwide FDI
inflows, suggesting that they must have location advantages for FDI over
other countries. In contrast to its substantial role as an originating coun-
try of FDI, Japan plays a relatively minor role as a recipient of FDI: Japan
received annually only $6.7 billion worth of FDI, on average, reflecting a
variety of Japanese legal, economic, and cultural barriers to foreign invest-
ment. It is noted that FDI flows declined in 2001, reflecting a slowdown of
the world economy.

Eun Cheol and Resnick Bruce affirmed that FDI flows into China
have dramatically been on the increase over time. The amount of FDI
increased from $g.5 billion in 1990 to $46.8 billion in 2001. By 1993
China had emerged as the third most important recipient country for
FDI, trailing only the United States and the United Kingdom. MNCs
might have been lured to invest in China not only by lower labor and
material costs but also by the desire to preempt the entry of rivals into
China’s potentially huge market.23

Among developing countries, Mexico is another country that experi-
enced substantial FDI inflows, $15 billion on average per year for 1997-
2001. It is well known that MNCs are investing in Mexico, a low-cost country,
to serve the US as well as Mexican markets. It is also noteworthy that MNCs
invested heavily, $18.6 billion per year for the period, in Spain, where the
costs of production are relatively low compared to other European countries
such as France and Germany. Most likely, MNCs invested in Spain in part to



Table 13.1. Foreign direct investment: outflows (inflows), 1997-2001
(in billions US$)

Annual

Country 1997 1998 1999 2000 2001  Average
Australia 5.9 25 3.0 5.1 11.2 5.5
(8.6) (6.6) (5.7) (12.0) (4.1) (7.4)
Canada 22.1 26.6 15.6 47.5 35.5 294
(11.5)  (16.5) (24.4) (66.6) (27.5) (29.3)
China 2.6 1.6 1.8 0.9 1.8 1.7
(44.2)  (45.5) (40.3) (40.8) (46.8) (43.5)
France 35.6 40.6 120.6 175.5 82.8 91.0
(23.2)  (28.0) (47.1) (42.9) (52.6) (38.8)
Germany 40.3 86.6 109.5 49.3 43.3 65.8
(9.6)  (19.9) (54.8) (195.1) (31.8) (62.2)
Italy 10.2 12.1 6.7 12.3 21.5 12.6
(3.7) (2.6) (6.9) (13.4) (14.9) (8.3)
Japan 26.0 24.2 22.7 31.6 38.1 28.5
(3.2) (3.2) (12.7) (8.3) (6.2) (6.7)
Mexico 1.1 1.4 1.5 1.0 3.7 1.7
(12.8)  (10.2) (12.5) (14.7) (24.7) (15.0)
Netherlands 21.5 38.3 57.7 71.3 44.0 46.6
(9.4)  (31.9) (41.3) (52.5) (50.5) (37.1)
Spain 12.5 18.4 42.1 54.7 27.8 31.1
(6.4) (11.3) (15.8) (37.5) (21.8) (18.6)
Sweden 12.6 22.5 21.9 40.6 7.2 21.0
(10.9)  (19.4) (60.9) (23.4) (12.7) (25.5)
Switzerland 16.7 17.4 33.3 42.7 16.3 25.3
(4.9) (3.7) (11.7) (16.3) (10.0) (9.3)
United Kingdom 63.6 114.2 201.4 253.9 39.5 134.5
(37.0)  (63.1) (87.9) (116.6) (53.8) (71.7)
United States 110.0 132.8 174.6 164.9 113.9 139.2
(109.3)  (193.4) (283.4) (300.9) (124.4) (202.3)
World 475.1 648.9 1,042.1 1,379.5 620.7 833.3

(464.3) (643.9) (1,088.3) (1,491.9) (735.1) (884.1)

Source: Adapted from UNCTAD, World Investment Report 1999: Foreign Direct Investment and the
Challenge of Development, www.unctad.org/en/docs/wirl999_en.pdf.
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gain a foothold in the huge single market created by the European Union,
of which Spain is a member country.?*

As shown in the IMF’s “Foreign Direct Investment Trends and Statistics”
published in 2009, the flow of foreign direct investment has grown faster
over the recent past.25 Higher global flows of FDI always reflect a better eco-
nomic environment in the presence of economic reforms and investment-
oriented policies. Such flows reached an appreciable level of about $1.3
trillion in the year 2006.2% The trend has slowed down as a result of the
global recession experienced in the last several years. The increase in FDI
was largely fueled by cross-border mergers and acquisitions. FDI in 2006
increased by 38 percent more than the previous year. Most of the develop-
ing and least developed countries worldwide participated equally in the pro-
cess of direct investment activities.

¢ FDI inflows to the Latin American and Caribbean region increased by
11 percent on average in comparison to the previous year.

* In Africa, FDI inflows set a record in the year 2006.

e Flows of FDI to South, East, and Southeast Asia and Oceania main-
tained an upward trend.

* Both Turkey and oil-rich states of the Persian Gulf continued to attract
high FDI inflows.

® The United States, the world’s largest economy, also attracted larger
FDI inflows from the eurozone and]apan.27

Higher inflows of FDI to a country typically generate employment in the
nation. FDI in the manufacturing sector creates more employment oppor-
tunities relative to other sectors. For the year 2006, countries such as Lux-
embourg, Hong Kong, China, Suriname, Iceland, and Singapore ranked
toward the top of the Inward FDI Performance Index of the United Nations
Conference on Trade and Development (UNCTAD). In recent years, most
countries have made their business environment investment friendly for
absorbing global opportunities.

The recently released World Investment Report 2010 estimates that FDI
inflows worldwide plummeted by g7 percent to $1.1 trillion in 2009—follow-
ing a 16 percent decline in 2008.2% During recession-plagued 2009, global
FDI outflows fell some 48 percent to $1.1 trillion, outpacing even the g7
percent drop in inflows. Global FDI declined across the primary, secondary,
and services sectors, and most FDI components—equity investment, intra-
company loans, or reinvested earnings—contracted. FDI by private equity
funds decreased by 65 percent, although flows from sovereign wealth funds
rose by 15 percent. These funds together accounted for one-tenth of global
FDI flows, compared to less than 77 percent in 2000, but were down from 22
percent in the peak year of 2007.
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FDI Flows and Multinational Corporations

Two central characteristics of MNCs are their large size and the fact that
their global operations and activities tend to be centrally controlled by par-
ent companies. They are the major force in the rapid globalization of world
trade. They are not in the development business per se; rather, their objec-
tives are to maximize their returns on capital and to seek out the most prof-
itable opportunities. Generally speaking, they are not necessarily concerned
with issues such as poverty, inequality, employment conditions, and environ-
mental problems, except as these affect their bottom line.

Foreign direct investment flows to developing countries have remained
a small fraction of these countries’ total investment, most of which is
accounted for by domestic sources. Through the years, FDI has become by
far the largest source of foreign funds flowing to developing countries. The
role of MNGs in filling in the so-called foreign exchange gap between tar-
geted foreign exchange requirements and those derived from net export
earnings plus net public foreign aid is also important. The inflow of foreign
direct investment is capable of not only alleviating the deficit on the balance
of payments current account, either in part or in full, but also of functioning
to relieve debts over time if the foreign-owned enterprise can generate net
positive export earnings.?’

Unfortunately, as noted in the case of import substitution, the overall
effect of permitting MNCs to establish subsidiaries behind protective tariff
and quota walls producing goods for domestic consumption is often a net
worsening of both the current and capital account balances. Such deficits
generally result from the importation of capital equipment and interme-
diate products (normally from an overseas affiliate and often at inflated
prices) and the outflow of foreign exchange in the form of repatriated prof-
its, management fees, royalty payments, and interest on private loans.

Over the years, foreign capital investment has helped tremendously the
fiscal condition of LDC governments. It has helped fill the gap between
targeted government tax revenue and locally raised taxes. By taxing MNCs’
profits, for instance, and participating in their local operations, LDC govern-
ments are thought to be better able to mobilize public financial resources
needed for development projects. Terisa Turner has noted that the activities
of MNGs also disrupt or impede governance in many LDCs. The instability
of the Nigerian state is due primarily and principally to the alliance between
MNGCs, government bureaucrats, and local elites, a trend that is prevalent
in many LDCs.?° This argument was further buttressed in the work of John
Ohiorhenuan and Hugh Stephenson.?! Also worthy of mention is the utter
disregard and abuse of environmental quality by a great number of multi-
national corporations in their production activities. A specific case in point
here has occurred in the Niger Delta region of Nigeria. MNCs involved in oil
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exploration activities have left massive oil spillages, uncontrolled gas flaring,
destruction of the region’s biodiversity, and worsening unemployment, all of
which contribute to poverty. This issue was also passionately discussed in the
work of Akin Oshuntokun.32 These impacts have snowballed into a crisis of
very serious social dimensions that threatens the very fabric of the Nigerian
state. The deterioration of security promotes restiveness among youth in the
oil-producing communities and has spawned armed militancy, kidnappings,
and hired killings, pushing Nigeria to the verge of becoming a failed state.

Private Portfolio Investment

Private portfolio investment (PPI) consists of foreign purchases of stocks
(equity), bonds, certificates of deposit, and commercial paper of LDCs.
PPI as a type of investment has favored middle-income countries while
neglecting sub-Saharan Africa, the poorest region of the world.?? Just as in
the case of FDI flows through MNCs, the benefits and costs of PPI flows to
both investors (primarily from developed countries) and LDC recipients
have been a subject of rigorous debate.?* From the point of view of inves-
tors, investing in the stock market of emerging countries (another term
for LDGs) gives investors an opportunity to increase their returns while
diversifying their risks.

However, from the recipients’ point of view, private portfolio flows in
local stock and bond markets are welcome as a means for raising capital
for domestic firms. Their desirability depends on the level of development
and depth of the local stock and bond markets; their vitality also facilitates
local domestic investors to diversify their assets and can help to improve the
efficiency of the whole financial sector by serving as a screening and moni-
toring device for allocating funds to industries and firms with the highest
potential returns.

Foreign private financial flows have been fluctuating in recent decades.
Similar to multinational corporations, foreign portfolio investors are not in
the development business. Their decisions are guided by variations in rates
of return and profit projections across the global economy. For example,
if the interest rate in a developed country rises or the perceived potential
profit in an LDC declines, foreign portfolio speculators can withdraw their
investment as quickly as they bought in. Private portfolio financial flows are
very volatile and respond to global interest rate differentials as well as to
investors’ perception of political and economic stability, variables that pro-
vide a tenuous foundation on which to base medium- or long-term develop-
ment strategies.3® Asia’s financial collapse in 1997, Russia’s in 1998, Brazil’s
currency turmoil of 1999, and Argentina’s crisis of 2001—-2 underlined the
fragility of global financial markets.



288  Industrial and Financial Networking

Foreign Remittances

A World Bank report in 2006 pointed out that wage levels in high-income
economies are approximately five times those of similar occupations in the
developing nations, after adjusting for purchasing power parity. This differ-
ential in wage levels between high-income countries and developing coun-
tries has provided an incentive for migration from low-income developing
countries to high-income developed countries. It is estimated that there
were more than 250 million migrants at the end of 2006. This migration of
(mostly) skilled workers could accentuate brain drain and manpower devel-
opment problems as highly skilled workers who might have driven the devel-
opment process in their home countries are often lost to out-migration due
to the attraction of higher wages elsewhere. This further complicates and
skews the development pivot in favor of the developed and rich nations of
the world, thus perpetuating underdevelopment and trapping poor coun-
tries in a vicious circle.

On the positive side, especially when migrants are low-skilled workers,
there are clear advantages for potential development and poverty reduction.
When such migrants make remittances to relatives in the migrants’ coun-
tries of origin to build houses, pay for education, and ensure their families
are well fed, these remittances are helping to provide a significant pathway
out of poverty. The World Bank reports that, based on household surveys,
remittances substantially reduced poverty in such countries as Guatemala,
Uganda, Ghana, and Bangladesh.

Empirical Analysis

The distribution of various activities into which foreign private investment
flowed in the Nigerian economy during 1998-2006 is shown in table 15.2.
Mining and quarrying was the largest recipient of inflows throughout the
period covered. However, the importance of this sector has been declining
over time; as a percentage of total FPI flow (in monetary terms), it dipped
from gg.g percent in 1998 to 22 percent in 2006. This drop-off may be con-
nected to the spate of violence and upheaval in the Niger Delta, where most
economic activity is oil production, the dominant subsector in the mining
and quarrying sector of the economy. The uncertainty and insecurity in the
area have caused the loss of quite a number of investments. Transportation
and communications has the least importance, though this sector was stable
for the first three years from 1998, only to pick up slightly from 2001 (0.6
percent) to 1.7 percent in 2006. This could be attributed to the liberaliza-
tion of the telephone industry and impact of the global system for mobile
communications (GSM) in the economy.
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Manufacturing and processing also witnessed continuous growth, rising
from 22.6 percent in 1998 to 44.2 percent by 2006, a near doubling. The
overwhelming importance of trading and business services to the economy
cannot be overemphasized. This sector’s share of the total FPI is next to that of
manufacturing and processing during the early years (g4.9 percentin 1998).

The volume of investment inflows increased from N152,410.90 in 2004
to N¥2409,220.60 the next year and peaked at N¥481,249.10 in 2006, a leap
of g3 percent from 1998. This is reflective of a growing confidence in the
economy and could be attributed to the burgeoning of democracy, espe-
cially with successive transfers of power (though not without hitches) from
one civilian regime to another. The inflation rate declined at the turn
of the transition from a military to a civilian regime, from 1998 to 199g
as indicated in table 1g.g. Inflation began to climb thereafter, however,
peaking at 18.9 percent in 2001. This development may be connected to
expenditure most especially by politicians’ preparing for reelection and
campaigning for office in 2004. Domestic savings witnessed strong growth,
as shown in table 13.4, throughout the entire period. This growth is nomi-
nal and may have been exaggerated by the rising inflation being experi-
enced at the same time.

The summary of the correlation coefficient for this study is shown in
table 19.9 (based on data included in tables 15.3, 13.5-15.8). The correla-
tion coefficient of the relationship between foreign private investment (net
foreign inflows used as proxy) and the minimum rediscount rate (MRR, as
a proxy for interest rate) shows a negative relationship of 6o percent. This
implies that foreign private investment declines as MRR goes up and vice
versa. This result is corroborated by Iyoha and by Ajakaye. 3

Table 13.3. Inflation rate in Nigeria, 1998-2006 (percent)

Year 1998 1999 2000 2001 2002 2003 2004 2005 2006

Rate (%) 10.0 6.6 6.9 189 129 14.0 15.0 179 8.2

Source: Central Bank of Nigeria, Statistical Bulletin 2009 (see table 13.2).

Table 13.4. National savings statistics for Nigeria, 1998-2006 (in millions N)

Year 1998 1999 2000 2001 2002 2003 2004 2005 2006

Total
savings 200,065.1 277,667.5 385,190.9 488,045.4 592,094.0 655,739.7 797,517.2 1,078,330.1 1,604,174.5

Source: Central Bank of Nigeria, Statistical Bulletin 2009 (see table 13.2).
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Table 13.5. Nigeria’s minimum rediscount rate (MRR), 1998-2006 (percent)

Year 1998 1999 2000 2001 2002 2003 2004 2005 2006
MRR (%) 14.3 18.0 135 143 19.0 15.8 15.0 130 122

Source: Central Bank of Nigeria, Statistical Bulletin 2009 (see table 13.2).

Table 13.6. Debt profile of the Federal Government of Nigeria, 1998-2006
(in millions N¥)

Year Domestic External Total

1998 537,490.9 633,017.0 1,170,507.9
1999 794,806.6 2,577,374.4 3,372,181.0
2000 898,253.9 3,097,383.9 3,995,637.8
2001 1,016,974.0 3,176,291.0 4,193,265.0
2002 1,166,000.7 3,932,884.8 5,098,885.5
2003 1,329,680.0 4,478,329.3 5,808,009.3
2004 1,370,325.2 4,890,269.6 6,260,594.8
2005 1,525,906.6 2,695,072.2 4,220,978.8
2006 1,753,259.0 451,461.7 2,204,720.7

Source: Central Bank of Nigeria, Statistical Bulletin 2009 (see table 13.2).

Table 13.7. Electricity generation, 1998-2005 (megawatts per hour)

Year 1998 1999 2000 2001 2002 2003 2004 2005
Rate 1,7249 1,859.8 1,738.3 1,689.9 2,237.3 6,180.0 2,763.6 2,779.3

Source: Central Bank of Nigeria, Statistical Bulletin 2009 (see table 13.2).

The correlation coefficient for foreign private investment and gross
domestic product showed a strong positive relationship of 84 percent.
Growth in foreign private investment had a very strong and positive influ-
ence on GDP growth in the Nigerian economy during the period covered.?”
Also, weak relationships of 21 percent and g2 percent, respectively, exist
between FPI, on the hand, and electricity generation and debt profile, on
the other. The weak relationship of FPI and electricity generation may be
a result of the Nigerian government’s inability or lack of commitment to
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Table 13.8. Nigeria’s gross domestic product (GDP), 1998-2006 (at 1990
basic prices, in billions )

Year GDP

1998 388,468.1
1999 393,107.2
2000 412,332.0
2001 431,783.1
2002 451,785.6
2003 495,007.1
2004 527,576.0
2005 561,931.4
2006 595,821.6

Source: Central Bank of Nigeria, Statistical Bulletin 2009 (see table 13.2).

Table 13.9. Correlation results: correlation coefficient (rxy) =XYxy/ \/ZX2*\/Z}72

Correlate r Coefficient

FDI net inflow vs. MRR -0.60
FDI net inflow vs. GDP 0.84
FDI net inflow vs. Inflation 0.00

FDI net inflow vs. Electricity production0.21

FDI net inflow vs. Debt profile 0.32

Note: Data for computations extracted from tables 13.3, 13.5, 13.6, 13.7, and 13.8.

Source: Central Bank of Nigeria, Statistical Bulletin 2009 (see table 13.2).

liberalize the power industry. In the final analysis, the correlation coefficient
showed zero or no relationship between FPI and the rate of inflation in the
Nigerian economy.38

Lessons from Other Countries

Generally, there has been unprecedented growth in global flows of foreign
private investment in the last two decades, and these flows have become more
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widely dispersed among host countries in recent years. Asia has received the
lion’s share of FPI flows to developing countries. The overall flow of FDI to
developing countries has declined by 26 percent since 1999, while China’s
share has increased from 21 percent to g9 percent. FPI to China amounted
to $55 billion, while FPI to sub-Saharan Africa was only $11 billion, and for
Economic Community of West African States it was only $3 billion—of which
Nigeria’s amount, $1.88 billion, was the highest.39 This is against the back-
drop of the uneven distribution of world FPI among developing countries
that is skewed negatively when it comes to recipients in Africa.40

There is a consensus of opinion among analysts and researchers that East
Asian countries have attracted massive and growing flows of FPI because
they were (already) growing rapidly, have sound economic fundamentals,
and macroeconomic environments conducive to investment, as well as high
per capita incomes, among other factors.*! China is one leading example
of a country that has benefited immensely from increasing FPI flows. The
erstwhile sleeping giant of Asia reported a spectacular 10.5 percent average
growth rate of real per capita income between 1997 and 2001.

Foreign capital and technology have been playing a useful role in India’s
economic development. The policy of the government of India regard-
ing foreign capital was first enunciated in the industrial policy statement
of 1948. A restatement of this industrial policy in 1974 defined the coun-
try’s clear-cut stance toward its foreign concerns and subsidiaries for the
first time. Foreign capital has also been instrumental in facilitating India’s
drive toward self-reliance and import substitution as well as filling the gap
between domestic savings and the capital needed for development. For
example, during the second, third, and fourth plans, its contributions have
been very substantial: 28 percent, 277 percent, and g4 percent, respectively.*?

Conclusion

The nonattraction or inadequate attraction of available and scarce foreign
capital investment not only to the Nigerian economy but to the economies of
many other developing countries that lack domestic surplus and savings has
been the bane of development efforts.*® Given this situation, we offer the fol-
lowing recommendations that may help ensure that Nigeria is able to attract
sufficient foreign capital investment and optimize its economic potential.

Ensure a Stable, Responsible, and Transparent Polity

The hallmark of stability, responsibility, and transparency for Nigeria is
situated in democratic governance built on the tenets of the rule of law,
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democratic participation, confidence in leadership, and public accountabil-
ity that is amenable to constructive criticism. Strengthening these factors
would go a long way toward building trust in the Nigerian government and
the state by its citizens. This emerging society may also be tapped into by
foreign companies by investing in the economy.

Adequate Security and Social Framework

A stable economy where strife, war, violence, and civil and military brig-
andage is not the order of the day is imperative to any country hoping to
receive inflows of foreign capital. Investors, whether local or foreign, can
only do business in a peaceful and crime-free environment. Therefore, fos-
tering a security framework comprised of a well-trained and well-equipped
force that protects life and property, removes impediments to free enter-
prise, and also guarantees and defines property rights, should be a priority
for Nigeria. The crisis of confidence in the Niger Delta has disrupted the
activities of multinational corporations in the area through kidnappings,
armed militancy, rent-seeking behavior, and other unwholesome acts with
the end result that some MNCs have pulled out of the country, while for-
eign embassies publish on a daily basis the security risks that Nigeria as a
whole poses to business interests.

Elimination of Bureaucratic Costs

The bureaucracy in Nigeria, like that in a host of other developing coun-
tries, is structured in a manner that is often incompatible with the needs of
the modern day or that frustrates legitimate economic activities and creates
room for graft and rentseeking. These activities increase the cost of doing
business in the country. Therefore, a properly oriented and well-trained civil
service that is responsive and useful to the economy should be put in place
to complement a highly liberalized and deregulated economy that in turn
will attract much-needed foreign capital for development.

A Sound Macroeconomic Policy Climate Conducive to Development

Nigeria’s macroeconomic environment should be such that it promotes,
both in the short and long term, rapid growth and sustainable development
through low inflation, sound and prudent monetary and fiscal policies, and
a sustainable current account/balance of payments position. Furthermore,
it should be transparent and capable of reducing the instability engendered
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by externally generated shocks. Monetary policy should be designed so that
the attainment of a low rate of inflation, as well as low but positive interest
rates in a liberalized and deregulated framework, is promoted. Unsustain-
able fiscal deficits, usually a by-product of reckless and wasteful govern-
ment spending, should be discouraged because ultimately such spending
only leads to higher interest rates and reduces credit to the private sector,
thereby crowding out private investment.

Expenditure on enduring infrastructural development should be encour-
aged as this will enhance the attractiveness of the investment climate for
both local and foreign capital. Also, policies of guided deregulation, liber-
alization, commercialization, and transparent privatization of mismanaged
public enterprises should be encouraged. Collectively, these steps would, as
the experience of some countries that have benefited extensively from for-
eign capital flows has shown, attract foreign capital flows, particularly port-
folio flows.

Investment promotion in the economy should be intensified; India’s
development path provides a worthy example to follow. The attention of for-
eign investors should be drawn to investment opportunities in Nigeria, even
as limits in the Nigerian economy are acknowledged. Information on factors
affecting the investment climate should be readily available and easily acces-
sible to any willing investor. The government should support and encourage
the strengthening of institutions to facilitate this transparency through poli-
cies that are timely, proactive, and sincere.

Cultural Rebirth

Nigerian society, like that of many developing countries, possesses certain
values, attitudes, and traits that have proved counterproductive to mod-
ern development, while tarnishing the image of the average Nigerian citi-
zen, and putting off willing investors. To cite just one well-known example,
Internet scams, and the getrich-at-any-cost attitude behind these fraudu-
lent practices, many of which go unpunished, have a tendency to make the
typical foreign investor wary and skeptical about the intentions of Nigerian
businesspeople. What is needed from the Nigerian government is excellent
leadership, as exemplified in transparent dealings and concerted efforts to
create a corruption-free society.
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Why Nigeria Does Not Work

Obstacles and the Alternative
Path to Development

CHARLES J. MAMBULA

Introduction

To its advocates, globalization is a “positive-sum game,” whereby every coun-
try is expected to benefit equally on a comparative basis, while pessimists
see it as a “zero-sum game” that only exploits poorer countries for the ben-
efit of the richer ones.! Both arguments seem to hold true with practical
examples for each. African economies seem only to qualify as cheap sources
of low-value-added raw materials for processing products in industrialized
countries and end up becoming markets for finished products.? Due to the
lack of a solid entrepreneurial and technological base to foster innovative
and creative abilities, most African countries continue to remain backward,
dependent, and at a competitive disadvantage in this age of globalization. In
Nigeria, entrepreneurial development has not advanced much beyond the
basic craft or artisan levels. Nor has foreign direct investment (FDI) grown
appreciably, due to a dearth of both facilities and the factors that support
them. This apparent disadvantage, according to Walter Rodney, has its ori-
gins partially in the legacy of slavery and colonialism in Africa, as those insti-
tutions and individuals responsible for economic activity basically exploited
Africa’s natural resources and deliberately refused to encourage the practice
of industrial manufacturing and technical development in Africa.?
Entrepreneurs as development agents and globalization as an interdepen-
dent network of people, institutions, and markets are concomitant.* Entre-
preneurs in countries that have been able to discover beyond their borders
what consumers in other countries need and are able to trade such goods
through appropriate channels are economically the most prosperous, because
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they generate wealth, create employment opportunities, and improve the
standard of living of their country’s citizens.® In a similar way, those coun-
tries with a supportive enabling environment tend to attract FDI. However,
the attention of foreign investors in large numbers has not been attracted
or drawn to most of Africa like it has been to China and India. This chapter
seeks to identify the factors that are constraining the development process
in sub-Saharan Africa (SSA), particularly in Nigeria, and to suggest ways that
an entrepreneurial society and foreign-investment-based economy can be
developed in the twenty-first century.

Methodology of Study

To conduct this study, I have used an environmental-scanning approach to
survey the global, regional, national, and local levels. I have researched the
relevant literature in international business, entrepreneurship, economics,
and related areas in order to discover the contributions of other scholars,
practitioners, and professionals in terms of theories and explanations as to
why certain outcomes have been achieved in African development, with par-
ticular focus on SSA. I also utilized the participant observation approach
through visits to Nigeria, during the ending years of the twentieth century
(1990—99) and early years of the twenty-first century (2000-2010). Practi-
cal applications and results derived from studies of entrepreneurship and
FDI in various countries that serve as examples and lessons are also noted
from the literature. Having observed ongoing trends and events in relevant
key environments, I present and discuss the effects and influences of these
observed variables and factors on countries under different specific situa-
tions and circumstances and compare them to the Nigerian context. Com-
ments and opinions from a variety of stakeholders on the particular effects
of entrepreneurship and FDI in the globalization era on general develop-
ment are also discussed. Finally, I make recommendations based on these
findings concerning what needs to be done to achieve progressive and sus-
tainable development in Nigeria/SSA in view of the roles of entrepreneur-
ship and FDIL.

Review of Related Literature

Companies of all sizes go global for different reasons, some which are reac-
tive (or defensive) like responses to the globalizing actions of competitors,
the imposition of trade barriers, enactment of difficult regulations and
restrictions, and increasing customer demand. Other companies go interna-
tional for proactive (or aggressive) reasons, such as to achieve economies of



300 Industrial and Financial Networking

scale; reduce costs; increase profits; and take advantage of growth opportu-
nities, resources, and cost savings as well as incentives provided by host coun-
tries. In addition to other factors that influence entry into global markets,
multinational corporations (MNCs) are attracted to host countries that offer
the most stable and supportive environment with attractive, lucrative oppor-
tunities for investment. Most of the literature looks at factors that influence
entrepreneurship and FDI as options for development, to examine whether
Nigeria will be able to meet its seven-point Millennium Development Goals
agenda and thus reach “developed country” status by the year 2020.

Tables 14.1 and 14.2 highlight some of the commonly observed factors
that are known to affect entrepreneurship, FDI, and general development.
Table 14.3 provides recommended actions that can ameliorate the condi-
tion of underdevelopment. These influencing factors gathered from the lit-
erature and listed in the tables will be discussed and supported with factual
evidence of their roles in the development of sub-Saharan Africa in general
and Nigeria in particular.

A Question of Image

What perception does the outside world have of Nigeria? Where does
the country rank on the scorecard of nations? Nigeria was shunned from
attending both the G-8 in July 2009 and the G-20 meetings of industrialized
nations that took place in L’Aquila, Italy, also in the summer of 2009, thus
tarnishing its image. Another setback occurred when US president Barack
Obama decided to visit Ghana instead of Nigeria on his first official visit to
the continent. Nigeria’s poor status was recently underscored when it was
rated as the world’s fifteenth “most failed nation” out of a total of 177 coun-
tries surveyed. The index’s rankings are based on twelve indicators of state
vulnerability—four of which are social; two, economic; and six, political.
The indicators are not designed to forecast when states may experience vio-
lence or collapse. Rather, they are meant to measure a state’s vulnerability to
collapse or conflict. Out of the fifteen most failed nations surveyed, ten were
in Africa. The Crisis States Research Center defines a “failed state” as a con-
dition of “state collapse”—that is, a state that can no longer perform its basic
security and development functions and that has no effective control over its
territory. The index’s twelve indicators of state cohesion and performance
were compiled through a close examination of more than thirty thousand
publicly available sources.

The Fund for Peace, a US-based think tank and independent research
organization, and the magazine Foreign Policy have published the Failed
State Index since 2005; the 2009 ed. is the fifth.> The index does not
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Table 14.3. Recommended actions for correcting obstacles to entrepreneur-
ship and FDI in Nigeria

Factor
1. Harness local resources for domestic production.
2. Produce for export markets.
3. Involve diasporic Nigerians in elections and planning, and curb brain drain.
4. Develop an entrepreneurial society as development agents (cf. Schumpeter)
through education, research, training, and awareness.
5. Tackle corruption, mismanagement, misappropriation, and embezzlement.

6. Improve image of the country through proper governance, legal enforcement
of rules and regulations against anarchy.

7. Import appropriate technology and training.
8. Support and encourage inventions with rewards.
9. Provide adequate infrastructure: roads, electricity, water, and ports.

10. International networks involving diasporic Nigerians—like the Chinese and
Indians.

11. Provide incentives, taxes, security, protection, repatriation, and copyrights.
12. Avoid loans, debt by being independent.

13. Avoid dependency on aid by being innovative and by creating new wealth,
not by redistributing existing wealth (cf. A. Sen); innovation is key to recovery
(cf. Obama); Africa has to find its own road to prosperity.

14. Standardization of quality, e.g., ISO, Six Sigma.

15. Improve key sectors of health, education, agriculture, and industry for
development.

16. Curb brain drain and discourage capital flight.

17. Recognize talents and reward achievements.

18. Equity sharing should be open and up to 100% for FDI.
19. Step up with internal security measures and protection.

20. Encourage patronage of homemade goods.
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provide all the answers, nor does it claim to; but it is a starting point for a
discussion about why states fail and what should be done to keep them from
doing so.”

Political risk for global business is described as any governmental action
or politically motivated event that affects the profitability of companies doing
business in a particular country.8 When the World Bank published its compila-
tion of Worldwide Governance Indicators (WGI) for 1996—2008, collectively
entitled “Governance Matters,” it reported that the future development of
Nigeria would be directly linked to good governance. According to the statis-
tics released by the World Bank, about g7 percent of 212 countries that were
surveyed performed better than Nigeria on “political stability and absence of
violence” in 2008. The report ranked Nigeria in the third percentile on politi-
cal stability—in other words, it was better off than only g percent (or worse off
than g7 percent) of the countries surveyed on the issue.

Many questions have arisen concerning the transparency of political elec-
tions and the succession of power in Nigeria. Ethnic and religious instability
together with controversial and questionable handling of political matters
have been the main issues that have tarnished Nigeria’s image internation-
ally. Political instability and risk events, which include terrorism, are often
fueled by two factors, ethnicity and religion. For business, however, it is
usually the actions of government toward businesses that are of more con-
cern. William Shreeve noted seven typical events involving political risk that
are common today, and likely will be in the future, that companies must
consider before doing business in host environments.? Each of these is dis-
cussed in turn.

Expropriation of Corporate Assets without
Prompt and Adequate Compensation

In the oil-producing Niger Delta areas of Nigeria, there have been reports of
confiscation and threats of destruction of property owned by foreign compa-
nies for ransom money.

Forced Sale of Equity to Host-Country Nationals,
Usually at or below Depreciated Market Value

The Nigerian Indigenization Decree (1971) promotes indigenous property
ownership by Nigerians. This measure is meant to discourage foreign part-
ners from gaining more control in their attempts to avoid imperfections and
maintain high-quality standards in production.
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Discriminatory Treatment against Foreign Firms
in the Application of Regulations or Laws

At times, indigenous or home-based companies are not required to observe
certain regulations or rules while foreigners are made to do so—that is,
informal organizations operate in Nigeria without formal registration, while
foreign firms are penalized.

Barriers to Repatriation of Funds (Profits or Equity)

Nigerian banking standards until recently have been very ineffective and
cumbersome. Transferring money in or out of the country is not easy. Only a
certain amount can be remitted at a time. Companies who borrowed money
in their home countries to do business in another country will find this
arrangement very difficult to comply with as they may not be able to transfer
enough money to cover their loan payments.

Loss of Technology or Other Intellectual Property

Most MNCs invest heavily in R&D, especially in high technology and phar-
maceuticals. Countries with lax laws do not penalize intellectual property
infringement. Countries can be members of the International Convention
for the Protection of Intellectual Property (ICPIP), or the Paris Union.
Under this organization, the legitimacy of appropriability of technology is
maintained, which states that the inventing company has the right to profit
from its own inventions and thus should be protected. Although Nigeria is
a member of this union, it does not enforce the standard seriously. Some
Nigerian producers still fabricate and improvise products under the unsanc-
tioned name of “Taiwan” typically used for imitation products. Countries
that are not members of this organization or that pay only lip-service to its
rules pose a risk for MNCs that own costly patents through their investment
in R&D; such firms are unlikely to invest in such countries.

Interference in Managerial Decision Making

Through the practice of nepotism certain countries mandate or decide who
should be hired even if the employee lacks qualifications, which can negatively
affect performance levels in the workplace. Nigeria operates in a “rentier”-
based type of economy, where the government controls practically everything.
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Casmir Igbokwe, who studied the obstacles being confronted in running a
profitable business in Nigeria, observed, “Ask any Nigerian entrepreneur what
their major headache is, and the answer will be government.”10

Collectively, public officials, according to Igbokwe, by omission or com-
mission, have made the Nigerian environment a difficult place in which to
do business. He quotes the executive chairman of Fenguru Nigeria Ltd, Alh-
aji Mohammed Koiranga Jada: “The problem we have is that government
owns these parastatals that are so useful to Nigerians and yet it cannot man-
age them.”!! Alhaji Jada adds that Mobile Telecommunications Ltd (M-TEL)
is not doing as well as the other mobile telecom companies because the gov-
ernment has a hand in it. “The fact is that government business is seen as
no man’s business.”'2 Yet the public sector is the main driver of wealth cre-
ation in Nigeria. According to the minister of solid minerals development,
Mrs. Oby Ezekwesili, “Despite the existence of a private sector, what we actu-
ally have is a pseudo-private sector. This is because those who claim to be
private sector players only survive by their linkage to the resource provided
to them by the public sector.”!® This kind of situation hardly fosters eco-
nomic growth. Every year, hundreds of thousands of graduates come out
of the universities to search for nonexistent jobs. The Fenguru CEO puts it
this way: “The industries are not working. The government cannot and will
never accommodate the graduates. It’s all about government interference in
business. There were about 140 companies in Kano. Today, there are about
22 or so. We are not talking of other cities. These companies are a source
of employment.” But Igbokwe continues to say that “for any chalk to write
well on this board, government must first provide the enabling environment
for businesses to thrive.”14 Any firm that is paying 10 percent in value-added
tax, sales tax, and corporate income tax, plus the environmental sanita-
tion fee, refuse disposal levy, local government development levy, area boys
empowerment levy, generator fee, and other sundry taxes may not survive. If
it does, the cost of its products and services will be so high that demand for
them will be low.

Dishonesty by Government Officials, Including Canceling or
Altering Contractual Agreements, and Extortion Demands

The global corruption barometer in 2005 showed the position of Nigeria as
among the most corrupt countries in the world. On a scale of 1 (not corrupt
atall) to 5 (extremely corrupt), Nigeria was rated 4.5.'° Given the very strict
laws like the Foreign Corrupt Practices Act (FCPA) in the United States
and injunctions of the Serious Fraud Office (SFO) in the United Kingdom,



Why Nigeria Does Not Work 309

companies from these countries are understandably wary of doing business
in Nigeria, with its lax laws and resultant high level of corruption, because
American or British citizens could be arrested and punished with fines and
jail terms whenever they return home.

Whether or not a country is viewed as an economic risk depends, among
other things, on its creditworthiness or its ability to pay its foreign debt.
Since Nigeria adopted a World Bank/IMF structural adjustment program
(SAP) in 1986, the national currency has been unstable. Exchange rate vola-
tility and currency translation exposure occur when the value of a country’s
currency depreciates against another currency. The more frequently a coun-
try’s exchange rate fluctuates, the less confident and willing investors will be
to invest in that country. In the early 198os, the value of the Nigerian naira
was under one naira to the US dollar. By September 2009 the naira had
depreciated to N155 to one US dollar.

Many of the modern financial instruments that one finds in the Western
world that facilitate doing business and transferring money are simply not
available in Nigeria. The Governor of the Central Bank of Nigeria dismissed
several CEOs of the country’s largest banks in August 2009 within weeks of
his appointment when he discovered gross mismanagement and incompe-
tence in the overall handling of the banking system. People are at risk of
losing their money to dishonest banking personnel who are operating in
a weak system that seems to lack professional transparency, accountability,
and controls. Fiscal and monetary policies change frequently in Nigeria, and
this volatility would also affect FDI because of the uncertainty of the effect of
new policies that are inconsistent or unsustainable in the long run. An even
more serious problem faced by foreign investors is that the currencies of
most SSA nations are not recognized in the international monetary system
for conducting business.

I have noted that the Nigerian banking system was partly responsible for
the underdevelopment of the country’s entrepreneurial sector, due to the
underfunding of prospective entrepreneurs.!® Because there is no law to
protect bankers against defaults by small businesses, banks are reluctant and
selective in their loan disbursements, according to bank officials. Igbokwe
recounts the claim of Jada, who is also a director of Guaranty Trust Bank,
that when he started business in 1980, there were fewer scam cases.!” “For
this reason, whatever idea you had,” he says, “banks would support you. You
could walk into a bank in those days and get bank credit facility without
collateral if a reputable company gave the contract to you. All you needed
then was for such companies to sign that the payment must pass through the
bank. Today, it is easier for a camel to pass through the eye of a needle than
for a budding entrepreneur to get loans from banks.”!
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The Legal Environment

In 1999 the World Bank reported that Nigeria could not grow without the
rule of law.! The World Bank’s report shows that Nigeria ranks in the lower
percentiles for perceptions of voice and accountability (41 percent), politi-
cal stability (3.3 percent), government effectiveness (13.9 percent), regu-
latory quality (29.5 percent), rule of law (11.5 percent), and control of
corruption (17.9 percent).?’ These World Bank indicators reveal problems
for the future growth of Nigeria’s economy unless it can achieve improve-
ments in the rule of law, accountability, and political stability.

The country also needs to improve on governance effectiveness, regula-
tory quality, and the control of corruption with a special focus on improving
the public service. The compilation of Worldwide Governance Indicators
(WGI) for 1996-2008 entitled “Governance Matters” rated Nigeria as “still
low” on the rule of law.2! If the rule of law is weak in a country, it is an indi-
cation that true justice will not be upheld at most times. The justice system
in Nigeria has been brought into question on many occasions. For example,
many corrupt government officials have escaped retribution for their mis-
deeds. A justice minister’s assassination in 2007 has not been resolved to
this day, as no culprits have been arrested or convicted for the crime. The
impression that most people get about Nigeria’s justice system is that free-
dom can be bought with money. In the Siemens and Halliburton scandal,
people involved in the case paid fines and even went to jail in the UK and
the United States, but no one among those involved was apprehended for
any crimes in Nigeria. This scandal involved top-level government person-
nel, who allegedly accepted bribes to allow foreign MNCs to get government
contracts in Nigeria. Former US vice president Dick Cheney was impli-
cated as then CEO of Halliburton, and was to be extradited to Nigeria for
questioning. The case was later dropped altogether. Examples like these
forewarn foreign investors to beware of countries where law and order are
not highly esteemed. “No person wants to live in a society where the rule
of law gives way to the rule of brutality and bribery. That is not democracy,
that is tyranny, and now is the time for it to end,” President Obama said to
Ghanaians (and to a wider audience of Africans) on July 11, 2009, during
his visit to Ghana.

Societal Culture

Philip Harris and Robert Moran identified eight subsystems that influence
societal culture that are also crucial for the successful implementation and
management of global businesses.?? These factors include kinship, educa-
tion, economy, politics, religion, health, associations, and recreation. Some
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of these are examined and discussed briefly below as they apply to the Nige-
rian context and environment for promoting entrepreneurship and FDI.

Infrastructure

While expressing regrets over a torrent of relocation of companies from
Nigeria to Ghana, Alhaji Bashir Borodo, president of the Manufacturers Asso-
ciation of Nigeria (MAN), said that the development is the outcome of the
breakdown of infrastructure in Nigeria.?? This should serve as a wakeup call
for Nigeria to remove the infrastructure roadblocks and provide incentives.
An adequate and steady supply of infrastructural amenities and facilities will
serve as incentives to lower overhead costs for investors. Such facilities as (a)
good roads, (b) constant electricity, (c) regular water supply, (d) suitable
ports, and (e) steady communications are in acutely short supply in Nigeria.

Roads

Simply put, the state of most roads in Nigeria is bad. Dipo Kolawole reported
that the World Health Organization (WHO) claimed that traffic accidents
kill thirty-two thousand people yearly.?* However, it seems as if the high casu-
alty figures as given by the WHO are for deaths and injuries combined, as
explained by the president of the Nigerian Union of Road Transport Work-
ers Alhaji Gidado Hamman. Speaking at the official launch of the Road
Accident Health Insurance Scheme in Abuja, Hamman said, “Despite the
fact that not all deaths and accidents on our roads are officially reported,
8,672 people were said to have lost their lives to road accidents in Nigeria
in 2003, while another 28,215 people sustained different degrees of injuries
within the period.”?

Statistics from the Federal Road Safety Commission reveal that in 2006
alone, a total of 4,955 people lost their lives in road accidents in the coun-
try, while 17,390 were injured during the same year.?6 Transportation for
the timely distribution and delivery of goods and supplies is only possible
with good roads; otherwise, their absence literally slows down progress and
business development.

Electricity
“Never Expect Power Always” is the name that frustrated Nigerians have

given to the country’s National Electric Power Authority (NEPA) due to the
erratic nature of the utility when it comes to power supply. NEPA supplies less
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than about three thousand megawatts of electricity generating on average
just one thousand megawatts to the entire country of nearly 150 million peo-
ple, which comes to about three hours of electricity a day per person. Most
houses and businesses have no choice but to operate gasoline-powered gen-
erators, which leads not only to pollution but also to health hazards caused
by inhalation of fumes from generators. The shortage of electricity contin-
ues to persist because the utility officials enjoy the lucrative benefits of mar-
keting power generators. Foreign investors, especially manufacturers that
heavily depend on electrical power, clearly are frustrated. One reason man-
ufacturing industries are attracted to a country like Trinidad and Tobago,
although it is not heavily populated or as developed as the G-8 countries, is
its steady, low-cost energy supply. Lack of electricity has undermined Nige-
ria’s domestic economy, forcing local businesses to resort to costly diesel
generators, while rural people use candlelight and kerosene lamps for light
and firewood or charcoal for cooking.

Paradoxically, the oil sector continues to flare between 40 and 60 per-
cent of gas associated with oil production: an economic loss of $2.5 billion
per annum. Gas flaring causes acid rain, which acidifies lakes and streams
and damages crops and vegetation. It reduces farm yields and seriously
harms human health. The shortage of power-generating facilities should
have provided ample opportunities for Nigerian entrepreneurs to develop
alternative sources, but it has not. Most generators, however, even simple
ones, that are used in Nigeria are imported, and effective technologies to
control gas flaring have yet to be invented or installed. In all these cases,
the creative and innovative capabilities of Nigerian entrepreneurs could
be tapped and utilized.

Water

Good water for human consumption as well as industrial use is another
important resource that both indigenous and foreign investors look for
before making investments. In Nigeria, the water supply situation is like that
of inadequate electricity. For those who can afford it, digging a water bore-
hole or well powered by a machine that stores water in overhead tanks is the
only way to ensure a regular supply. All these inadequacies, however, only
increase overhead costs, which discourages companies from investing.

Education Sector

To attract investment, countries need to ensure a stable education system that
offers good quality education and training; this saves companies money and
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time in training and retraining their employees. In addition, foreign investors
and company personnel who travel with their families on overseas assignments
hope to find good educational institutions for their children as well. A key rea-
son that many American information technology jobs are outsourced to India
is that India has an ample supply of highly trained IT professionals who are
available to work at lower costs than their counterparts in the United States.
In Nigeria, by contrast, the educational system is flawed with many problems
and inadequacies that make the country unattractive for foreign investors. For
instance, it would take almost twice as long for the average Nigerian student
to graduate from a university compared to a student in a country with a stable
system. The educational environment is marred by demonstrations, strikes,
financial difficulties, and other problems. In September 2009, for example,
the Academic Staff Union of Universities (ASUU) was on strike. Lack of facili-
ties and other amenities have also contributed to the low quality of Nigerian
graduates. Most students lack access to computer hardware because it is unaf-
fordable or is unavailable for general use in universities. Books are outdated
and scientific equipment and even standard classroom furniture are either
unavailable, very substandard, or in bad condition. Perhaps worse than the
inadequacy of facilities is the growing corruption: in certain cases, students
pay fixed amounts to obtain degree certificates, and brilliant but unfortunate
students who cannot afford to pay lose out. Recently, the comptroller of the
Nigerian customs service, like many other government officials, was suspected
of having forged his certificates. A ranking list of the top 500 universities in
the world published by the Center for World Class Universities at Shanghai
Jiao Tong University in China had only three African universities listed on it,
and all three were from southern Africa; none were from Nigeria.27 Nigeria
has therefore not earned a passing mark in the management of this important
sector because its educational system is in a state of constant deterioration.

Health Sector

A country’s health care system needs to put all its focus on ensuring the well-
being of its citizens. A key area is the threat of communicable diseases, like
the Asian flu, that in an era of globalization can be exported from one coun-
try to another, thereby stalling international travel, especially to countries
with poor health facilities.2®

The health sector in Nigeria has serious problems, which translate into
obstacles for FDI. The functioning hospitals in Nigeria are mostly controlled
by private clinics and are very expensive. The malfunctioning of Nigeria’s hos-
pitals can be blamed directly on the federal ministry of health, which is in
charge of coordinating the health care system. Most government officials and
other Nigerian elites travel outside of the country to get proper treatment,
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even for simple medical checkups. The late president Umaru Musa Yar’Adua
had himself gone abroad for treatment. Nigeria’s Ministry of Health has been
described as the most corrupt ministry in the government. At one time, the
health minister and other senior ministry officials had to resign because of
their involvement in the embezzlement of state funds. The Health Ministry is
also notorious for hijacking project master plans that are the original innova-
tive ideas of other people, especially of Nigerians in the diaspora. Examples
of such plans include establishing health research centers for the control and
prevention of tropical infectious diseases in addition to specialist hospitals
for the treatment of different types of illnesses. The Health Ministry invites
proposals that have the potential to attract foreign grants and government
allocations, but once the funds are collected, the projects are abandoned and
never implemented. For instance, the ministry obtained a $1 billion World
Bank loan to fight malaria in 2009 but no significant achievement has been
reported as of yet. Life expectancy in Nigeria is low compared even to many
other developing countries. The CIA World Factbook (https://www.cia.gov)
reports life expectancy at birth in Nigeria as 46.94; Nigeria is 216th out of 224
countries in the world by this source’s rankings. Foreign-based MNCs worry
about the economic disadvantages of having to provide health care benefits to
potential employees in Nigeria if they make investments there. The high cost
of medical care has an indirect negative effect on entrepreneurs, who cannot
afford both to cover health care expenses for themselves and their families
and to reinvest in their businesses for further growth and expansion.

Industrial Sector

In the Nigerian economy, most manufacturing equipment and materials
need to be imported, and the process of doing so requires navigating cum-
bersome banking formalities. Small firms find it very difficult to survive due
to various constraints. One of the main problems for Nigerian businesses
is that they import and consume but do not export manufactured goods,
except for a few within Africa. Most exports and FDI are by MNCs in the
oil industry. There are very few MNCs in other business sectors. It has been
observed that after ships offload at Nigerian ports from overseas, they return
virtually empty. There are no goods to take back from Nigeria. This situation
causes a huge unfavorable hit to Nigeria’s balance of payments position.
The formation of strategic alliances between small and large companies in
Nigeria, such as for subcontracting, is not a common practice. Finally, the
government, which should be a chief customer of Nigerian producers (to
encourage domestic production), is not.

The Manufacturers Association of Nigeria is the body that represents
indigenous manufacturers in the country, but it does not carry much
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influence to change any negative effects on its membership. MAN has
no major role in policymaking. The Daily Trust reported that about 820
manufacturing companies in Nigeria either closed down or temporar-
ily suspended production between 2000 and 2008, according to MAN’s
ﬁgures.29 The president of the association, Alhaji Bashir Borodo, while
commenting on the disruptions in the supply of petroleum products to
his members, said the problem has shattered the prospects of some of
MAN’s members to stay in business. According to him, from the period
of deregulation to date, industrial consumers have witnessed three price
hikes, especially for gasoline and fuel oil.

Internal Security

Internal security in Nigeria has been overwhelmed in recent years espe-
cially by concerns of political, ethnic, and religious clashes; kidnappings
and armed robberies; as well as militant uprisings in certain areas. Although
most of the kidnappings have occurred in the southern part of the country,
especially in the Niger Delta’s rich oil-producing areas, the religious clashes
have happened primarily in the northern part of Nigeria, like the recent
“Boko Haram” crisis, which spread across several states in the North. Radi-
cal Islamists in Nigeria like those of Boko Haram (literally, “Western educa-
tion is sinful”) could pose a strong threat to the federal government, in turn
weakening the government’s role as regional economic engine.

The aims of this Islamist sect, which is at the heart of the disturbances, are
to wage holy war against the Nigerian state, impose a strict form of sharia law,
and extirpate all Western cultural influences.?’ Nigeria is notorious for inter-
religious and ethnic crises. Such eruptions are by nature unpredictable, due to
inadequate surveillance and proactive security measures to at least help to stop
any such threats. Among the important, obvious needs of both domestic and
foreign businesses is the assurance of security for their properties and assets.

Foreign Partnership Formula

Except for the petroleum industry, which has a formula for revenue sharing
that favors the majority of Nigerians, implementation of revenue sharing in
other sectors, where currently foreign investors can hold up to 100 percent
ownership, would only discourage the growth of Nigerian entrepreneurship.
Most foreign companies that strive to stay competitive in global markets pre-
fer majority ownership in the joint ventures of which they are a part, but
these arrangements prevent indigenes from developing in key areas like
operations and research.
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Most host countries require that a 51 percent stake in joint ventures with
foreign companies be owned by nationals, but some countries, such as Abu
Dhabi and other UAE sheikdoms, which are attracting both tourists and
investors today, allow 100 percent foreign ownership.?! In Japan, foreign
companies can repatriate up to 100 percent of their profits without going
through a cumbersome process like Nigeria’s, but foreign entry to compete
in Japan is very restricted.

Project Globe Study

The Project Globe Study was performed by a team of 170 researchers who
collected data over seven years on cultural values, practices, and leadership
attributes from eighteen thousand managers in sixty-two countries from
every corner of the globe.?? The team identified nine areas that categorize
countries in terms of cultural value dimensions. These dimensions could
further explain some of the factors that serve as instruments for attract-
ing or discouraging FDI or entrepreneurship development. Three of these
dimensions are future orientation, performance orientation, and gender
differentiation.

Countries that plan for the future should be visionary and calculating.
Singapore and Switzerland are examples of forward-thinking countries.
Among the qualities of a future-oriented country is its efficiency in use of
its resources. A future-oriented society invests in its citizens and resources
to provide continuous improvement for sustainable development such as
entrepreneurship. Nigeria, by contrast, does not manifest the qualities of
such a society. The country displays a marked tendency to waste and mis-
manage resources. Donald Payne, a US congressman (D-NJ), reported that
20 percent of Nigeria’s oil production in the Niger Delta is lost daily from
bunkering, or the illegal siphoning of oil by tampering with and vandalizing
oil distribution pipelines. He added that this illicit trade has the tacit back-
ing of the Nigerian government, which is aware of such dealings but does
not seem to be very concerned about it.33

Entrepreneurial opportunities that might have provided employment
for citizens in downstream and upstream sectors of the oil industry are not
being utilized effectively to the benefit of the Nigerian people, even on a
small-scale basis. In addition to the waste of oil resources (e.g., through
excessive flaring), agricultural resources such as meat and dairy products
also are being wasted. With supportive government action—such as provi-
sion of start-up funds, job training, and technical facilities—these problems
could have been turned into entrepreneurial opportunities.

Performance-oriented countries like the United States, Singapore,
Hong Kong, and Germany strive for perfection, excellence, and quality
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in economic production. The International Organization for Standard-
ization (ISO) and Six Sigma provide measures of world-class quality
standards. With the exception of National Agency for Food and Drug
Administration and Control (NAFDAC), which closely monitors the qual-
ity of pharmaceuticals, Nigeria’s standards organization has not been as
active in emphasizing quality as it should. To be competitive at the global
level, MNCs must get quality inputs from suppliers and vendors; if Nige-
rians cannot offer them, companies will look elsewhere.?* And for Nige-
rian products to be accepted in global markets, they must measure up to
world quality standards.

Societies that emphasize gender inequality raise red flags for MNCs that
value social freedoms when considering where to invest. Many Muslim-
majority countries deny women equality as part of religious practice or cus-
tom, especially where sharia law is imposed. Given that about half of the
Nigerian population is Muslim, living predominantly in the northern part
of the country, visitors from non-Muslim countries such as in the Western
world may find it an uncomfortable environment in which to do business.

Foreign Multinational Corporations

Citizens of host countries have observed that the majority of foreign compa-
nies that establish business activities in West Africa do not seem to have the
region’s best interests at heart when it comes to development. By their prac-
tices, they appear only to be interested in immediate economic gain at the
expense of underdeveloped African countries. The following list presents
the most common criticisms of such MNC subsidiary activities, whether in
lesser developed or more developed countries:

1. MNGs raise their needed capital locally, causing interest rates to rise in
host countries.

2. The majority (sometimes even 100 percent) of the stock in most sub-
sidiaries is owned by the parent company. Consequently, host-country
populations have little or no control over the operations of corpora-
tions within their borders.

3. MNGs usually reserve the key managerial and technical positions for
expatriates; as a result, they do not contribute to the development of
host-country personnel.

4. MNCs do not adapt their technology to the conditions that exist in
host countries.

5. MNGs concentrate their research and development activities at home,
restricting the transfer of modern technology and technical know-how
to host countries.
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6. The actions of MNGCs give rise to demand for luxury goods in the host
countries at the expense of essential consumer goods, thus encourag-
ing materialism among host-country citizens.

7. MNGCs start their foreign operations by purchasing existing firms
rather than by developing new productive facilities in host countries.

8. MNCs dominate new industrial sectors, and earn excessively high prof-
its and fees, thus contributing to inflation by stimulating demand for
scarce resources.

9. MNGs are not accountable to their host countries but only respond
to home-country governments and thus are unconcerned with host-
country plans for development.3?

In addition, some multinational companies, together with corrupt gov-
ernment officials, have contributed to the damaging of Nigeria’s reputation
and image. For example, Royal Dutch Shell was ordered by a US court to pay
millions of dollars in compensation and fines to the Ogoni people for envi-
ronmental destruction and for bearing partial responsibility for the unlaw-
ful execution of eight environmental activists, including Ken Saro-Wiwa.36
An MNC (name withheld) was ordered to remove hazardous polychlo-
rinated biphenyl (PCB) wastes it had deposited in the Koko area of Nige-
ria; the toxins had claimed many lives before the cause was discovered.3?
Monsanto Chemical, a American-based corporation, has exported DDT to
many foreign destinations, even though its use in the United States has been
essentially banned. Apart from the brazen absence of social responsibility
toward the people and the environment in the countries that import DDT,
this action is also irresponsible toward US citizens because many of their
fruits and meat products are in turn imported from those countries.?® Hal-
liburton and Siemens were also involved in bribery scandals in collaboration
with some corrupt Nigerian government officials. More recently, the Sony
Corporation referred to Nigeria in its advertisements as a scamming nation,
adding to the country’s bad publicity. Pfizer Inc. was ordered to pay fines
for selling medicine that was linked to more than fifty deaths of children in
Nigeria.39 All these types of negative actions of MNCs in Nigeria and Africa
are made possible by taking advantage of the lax laws and standards. These
incidents demonstrate the controversial nature of FDI, as to whether it pro-
motes development or not. They also serve to underscore why developing
countries should avoid becoming overly dependent and instead find their
own prosperity through entrepreneurship and resourcefulness.*0

Responsible policymakers should regularly update and make available to
prospective investors information that will encourage their participation. At
the same time, the government should embark on productive entrepreneur-
ial activities and internal economic development leading to higher GDP and
national income aimed at maintaining sustainable growth and development
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especially for exports by utilizing local resources. These programs should
be designed to involve a network of educational institutions, research cen-
ters, financial institutions, entrepreneurs, foreign affiliations, and the gov-
ernment. These institutions together should ensure that the country meets
international standards in all areas of production as measured by the recog-
nized institutions like the ISO and immediately address any anomalies that
need corrective action. If Nigeria wants to take FDI as a serious route toward
its development goals, it needs to embark on an aggressive marketing mis-
sion to convince and attract investors and take strict measures to eliminate
practices like corruption and insecurity to improve the investment climate
in Nigeria. Question-and-answer sessions should be held for potential inves-
tors during trade missions. Government officials from relevant ministries
like commerce and industry, foreign and internal affairs, should be ready to
answer those who want to know about Nigeria’s present conditions. Where
things have improved, along the lines of the recommendations herein as
well as others, supporting evidence and documentation should be provided
to prospective investors.

For entrepreneurship to flourish in Nigeria, the country needs a strong
currency to facilitate acquisition of the technologies available in other econ-
omies. Nigeria’s lack of exports other than oil and its present exchange-rate
woes make goods and raw materials too expensive, and raise prices of Nige-
rian goods.

National and international observers have identified the most serious
obstacle hampering Nigeria and Africa’s development: lack of good gov-
ernance. President Obama and Secretary of State Hillary Clinton in their
respective speeches to Africans repeatedly emphasized this issue.*! A first
step, which would also be very helpful for business, would be to establish a
practice of auditing all public resources, backed by efforts to reward compe-
tent and honest officials while removing corrupt, unscrupulous ones. This
has already been attempted in the Nigerian banking industry. The central
bank governor, Lamido Sanusi, while endeavoring to sanitize dubious finan-
cial dealings, dismissed corrupt CEOs of some of the nation’s leading banks.
The move has begun to pay dividends through the recovery of billions of
dollars’ worth of shareholders’ and depositors’ money. Within the short
period of this exercise, investors’ confidence was boosted and the Nigerian
banking sector suddenly earned international credit for its commitment to
achieving progressive change. Needless to say, all other sectors should follow
this approach.

Common Nigerians perceive that the reason for their country’s low-qual-
ity educational standards is that public officers in charge care less about
improving the system than about lining their own pockets. Not only have
they embezzled funds meant for that purpose, but they can afford to send
students in their own families to foreign countries to study. As an exemplary
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action, Nigerian public officials should instead, out of a show of loyalty to
their country, refrain from sending their family members to study abroad.
If public officials were stakeholders in this way, they would be more inclined
to emphasize improvements to the educational system, thus enabling more
people to get a good education at home. In the meantime, Nigeria’s failed
education system has led to the emigration of most practicing profession-
als (so-called brain drain); many of these individuals have become perma-
nently ensconced in foreign countries, particularly in North America and
western Europe. Nigerians should take a lesson from Barack Obama, the
US president, who said, “The countries that out-teach us today will out-com-
pete us tomorrow.”*? Education as an essential investment for any country’s
human capital cannot be overemphasized. However, the educational cur-
riculum in the Nigerian school system does not emphasize global business
or entrepreneurship as a nationwide program for training. By comparison,
the entrepreneurial economies of Europe and North America were founded
on deliberate and concerted efforts to develop entrepreneurship, supported
broadly through state-provided education.®?

African leaders should learn to develop their economies with minimal
reliance on foreign aid and model after a fellow developing country like
Cuba. Notwithstanding the Western economic blockages against Cuba, very
few lesser-developed countries in SSA have approached or even come close
to Cuba’s achievements in health and education. At one point, there were
more than twenty thousand Cuban medical doctors working in over twenty-
five countries of the third world.**

Odidison Omankhanlen reported that Nigerian citizens living abroad
sent home N1.5 trillion, or the equivalent of US$10 billion, as remittances
in 2008, but they are not even allowed to vote in their home country’s elec-
tions.#? Diasporic Nigerians should be taken seriously and allowed to be
included in policymaking decisions. Overseas citizens have been known
to play a crucial role in the development of many countries, especially in
terms of remittances. According to Dilip Ratha, coauthor of a World Bank
report on the subject, “Remittances provide a lifeline to many poor coun-
tries.” Many Nigerians in the diaspora are doing well in the countries where
they live. Some such Nigerians, however, have been frustrated because of
attempts by government officials to hijack the projects and ideas they have
brought back to Nigeria, in which they have invested time and money devel-
oping blueprints and master plans. In some cases, funds earmarked for
these programs have been embezzled or misappropriated by the public offi-
cials or ministries in charge of their implementation. The Nigerian Ministry
of Health, especially from the 19gos up to the year 2009, has been rife with
this type of fraudulent practice.

Entrepreneurial talents and ideas of Nigerians both abroad and at home
should be recognized and rewarded. In the United Kingdom, the Prince of
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Wales provides official recognition to those with especially innovative ideas
on an annual basis, and in the United States, the Malcolm Baldridge National
Quality Award recognizes the same. There are no such awards in Nigeria
to recognize and encourage promising talents to surface. Some notice was
given to the student in Kano who invented a model helicopter using scrap
metal, and the Nigerian from the southeast who produced a car using local
resources. However, the celebration of these successes was short-lived. Israel
Agwamba, a Nigerian in the diaspora based in the US state of Maryland,
created AfroTrading.net for entrepreneurs all around the world to do busi-
ness, exchange ideas, or form alliances online. That achievement was never
announced or celebrated by Nigeria’s Ministry of Commerce and Industry,
Ministry of Foreign Affairs, or the Economic and Research Institutes. Dia-
sporic Indians and Chinese (the so-called bamboo network) are credited for
their immense contributions to the development of their home economies.*0
Nobel Prize laureate Muhammad Yunus, in his book Banker to the Poor,
elaborated on how he started the Grameen Bank in Bangladesh as a microfi-
nancing institution to combat world poverty.47 Both rich and poor countries
alike met with resounding successes when they adopted the Grameen model.
Malaysia, for example, reduced the number of its citizens who live below the
poverty line by more than half as a result of using this method for alleviating
poverty. Nigerians could learn from these successes as they work to develop an
entrepreneurial base and alleviate poverty by starting on a small scale.

Conclusion

Entrepreneurship and foreign direct investment are among the essential
tools to achieve sustainable development in countries, especially in the
era of globalization. Countries should not continue to depend on loans,
grants, and aid to sustain general economic growth and development. Nor
should they depend on foreign investors alone to supply the investment
funds that shape the economic development landscape. FDI and entrepre-
neurship could be cultivated and practiced either as separate phases or
simultaneously. However, in order for either approach to be successful, it
requires the existence of an environment that is supportive and enabling.
An investment-friendly climate represents the credentials, or calling card,
of a country that can attract and persuade investors from other countries
to want to invest outside their own country. Nations like Nigeria that are
serious about achieving developed country status by 2020 must rebuild
their foundation by eliminating obstacles that discourage foreign investors
or that frustrate entrepreneurs. Some of these mitigating factors, or bar-
riers to FDI and entrepreneurship, have been identified in this chapter.
Additional in-depth, country-by-country comparisons need to be done to
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arrive at the best examples to emulate and the worst examples to avoid.
Nigeria in particular needs to be more proactive in its development plan-
ning by looking ahead into the future with a more articulate vision. Above
all, Nigeria needs to invest significantly in its entrepreneurial talent by
training its people to learn how to harness and mobilize the country’s
ample resources for development.
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The Impact of Globalization on
International Security

JouN BaBaTuNDE BAMIDELE Oj0

“The fracturing of the Western alliance over Iraq and the huge
anti-war demonstrations around the world . . . are remind-

ers that there may still be two superpowers on the planet: the
United States and world public opinion.” Apparently factual, this
statement should be seen rather as interpretive reconstruction.
It framed these empirical events in a globally civil way. They are
presented as transpiring on the public stage of the world, Amer-
ica is portrayed, not as an elect but as a particularistic nation,
confronting not the evil of an Iraqi dictator but the world as a
civil, rationally-organized society: “President Bush appears to

be eyeball to eyeball with a tenacious new adversary: millions of
people who flooded the streets of New York and dozens of world
cities to say they are against war based on the evidence at hand.”

—]Jeffrey C. Alexander

There’s a certain pride you take in the wealth of experience.
That’s kind of nice. That you belong all over the world rather
than a little part. You’re proud of the world, not just proud of
your neighborhood. Proud to be part of it. It’s not like you’re
saying, “Go Bronx.” It’s “Go World.”

—Esther Dyson

Introduction

Globalization involves a myriad of transnational processes which although
are global in their scope but are distinct from one another. Through these
processes, globalization generates systemic forces that affect all states. While
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it is beyond the scope of this study to address each process and issue in
detail, we shall delve into some of those that are most pertinent to the com-
plexity of international security in the contemporary world. This chapter
examines military, economic, health, information technology, and cultural
components of human security, as they interact with terrorism, all through
the prism of globalization. While many students of international security
consider globalization itself as one of the elements of security, it occupies a
unique position among these other security components not only because
of its ability to overshadow them but because of its impact on their dynamics
and its capacity even to enslave (each one of) them as mere expressions of
its own processes.

In today’s world, making a distinction between national and international
security is like drawing a line in the water. Both conflict and peace have
become borderless just as stability and instability have. By the hour, global-
ization is weakening the hegemonic order of the Westphalian state system.
This is an indication of a robust and unprecedented civilization. We are
moving away from an international into a global era. The word international
recognizes only the nation-state as the basic building block of world affairs.
The word cooperation usually means international cooperation among gov-
ernments. This framework has become inadequate. The connotations and
parameters of the term cooperative have to become global for it to carry mean-
ingful weight. Global security entails a common and comprehensive security
worldwide. In the new global equation, there are significant players other
than nation-states that are involved in contemporary world affairs.

Today, we can move literally across borders in minutes or hours, and can
connect to each other through cyberspace instantaneously. Interconnected-
ness has profound benefits and costs. Innovative and constructive ideas can
be transmitted quickly through our social networks, but such connections
can also rapidly spread disease and the seeds of conflict and devastation.
Globalization is not only ubiquitous in our daily lives but is germane in con-
fronting security-related global problems that cannot be overcome by tra-
ditional methods or in isolation. For example, in the first epigraph above,
Jeffrey C. Alexander captures the reaction of those around the world who
opposed the 2004 invasion of Iraq as a rogue American action against a sov-
ereign state that they believed posed no regional or global threat. Globaliza-
tion also is a cooperative challenge directly facing humanity in the sense
of a global village, as imagined by Esther Dyson in the second epigraph. I
share the vision of Dyson regarding our current world. This work holds that
the interactive and cumulative effects of globalization not only affect the
security of individual nation-sates but have created a relatively novel global
security environment in which, to a certain extent, such states are defense-
less (e.g., to environmental insecurity, negative effects of the illicit economy,
threats of terrorism and irregular military forces, and so on).
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The goal of this chapter is to examine the impact of globalization on
international security. I first present a workable definition of globalization
that transcends disciplinary divides and examine the competing theoreti-
cal postulations. I then discuss the impact of globalization on international
security by examining the elements that constitute security in the contempo-
rary period. To understand globalization’s impact, it is imperative to grasp
fully the comprehensive connotation of the term security in its current usage.
The components of security manifest the characteristics of globalization in
their different forms. This examination is aimed toward illuminating both
negative and positive effects of globalization on international security and
their implications for Africa. Finally, I provide empirical analysis of tangible
regional effects of globalization on Africa.

Our point of departure is the contention that globalization has ushered us
into a post-Westphalian order. The emerging global configuration is dimin-
ishing the power and influence of the conventional sovereign state. Annie-
Marie Slaughter argues that while the state is not necessarily disappearing, it
is disintegrating into its “separate, functionally, distinct parts. These parts—
courts, regulatory agencies, executives, and even legislatures—are network-
ing with their counterparts abroad, creating a dense web of relations that
constitutes a new, trans-governmental order.”! In this emerging order, the
process of globalization has reshaped the costs, benefits, and consequences
of pursuing various policy choices.

States can limit their exposure to globalization to a certain extent. “Glo-
balization does not impose openness; rather it raises the opportunity costs
of closure.” If the forces of globalization produce more opportunities and
benefits than limitations and risks, as I will argue, then the advantages of
cooperation are immense vis-a-vis a state’s assumption of autarky (e.g., North
Korea). Essentially, the core value of globalization should be cooperation at
the global level.

The German-American political theorist Hannah Arendt delineates that,
symbolically, three events can be identified as the main indicators of the
emergence of the globalization phenomenon: the death of Ayatollah Ruhol-
lah Khomeini, the collapse of the former Soviet Union, and the emergence
of the Internet. The death of Khomeini marked the end of exclusive religi-
osity and theocracy. The fall of the former Soviet Union marked the failure
and rejection of extreme secularism and the materialist world perspective.
Arendt argues that the creation of the Internet fulfilled the promise of a
new way of thinking “and a new sphere for both the vita activa and the vita
contemplativa [the active life and the contemplative one] 3

The concept of globalization has attracted remarkable attention and has
been popularized in part because of the ambiguity surrounding it and its
ability to assume different connotation depending on the contextual usage.
Generally, it serves as shared vocabulary to express the increasing sense of
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connectedness among the world’s human inhabitants.* There is no single
driver of globalization, but rather a combination of factors are working
together to produce the new sense of global interconnectedness. Globaliza-
tion impacts every aspect of human life: culture, religion, the economy, the
environment, communications, health, immigration, and ultimately, secu-
rity in all its ramifications.? Different schools of thought have offered differ-
ent definitions of globalization.

Definition

George Ritzer of the University of Maryland offers a (postcapitalist) defini-
tion of globalization as “the worldwide diffusion of practices, expansion of
relations across continents, organization of social life on a global scale, and
growth of a shared global consciousness.”® From an international political
economic perspective, Henry Veltmeyer defines globalization as “the process
of integrating societies in the world, and their economies and cultures, into
one system.”” For our purposes, Richard Tiplady’s definition will suffice: glo-
balization refers to the increased interconnectedness whereby developments
and events that take place in one part of the world affect and influence other
parts of the world and to “an increasing sense of a single global whole.”® By
focusing on the essence of globalization at large, Tiplady’s definition accom-
modates different perspectives and the field of international security.

The mission of understanding globalization is not a simple one. Tony
McGrew attests to this when he states that globalization “is in many respects
an idea in search of a theory.” He observes that “despite the fact that, in
a little over a decade, it has colonized the intellectual imagination of the
social sciences, it remains for the most part largely under- [if not un-] theo-
rized.” To this, Veltmeyer suggests that it is probably “un-theorized” rather
than “under-theorized.” J. Hobson and M. Ramesh argue that much, though
not all, of the “literature on globalization is cast in terms of two main theo-
retical propositions: either (i) a strong globalization/decline of the state or
(ii) weak globalization/strong state thesis.”!? Theorizations of globalization
are as variegated as its definitions.

Theory

The realist theoretical framework woefully failed to predict globalization
because its hypotheses center on “power”; that is, power in the context of
empire and imperialism (or neoimperialism), relative gains, self-help, anar-
chy, and so on. Realist tradition conceives the world as riddled with conflicts;
nothing can be in everyone’s interest. If one group does well, it must be at
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another’s expense. In the realist world, political decision makers see a zero-
sum game rather than the opportunities of collaboration, collectiveness, or
integration. The fundamentals of realism as theorized by staunch advocates
like Kenneth N. Waltz, John Mearsheimer, and Joseph Grieco are insuffi-
cient and too narrow to explain either the contemporary character of the
international system or states’ behavior as rational actors.!! Citing Grieco’s
work, Lee Ryan Miller delineates and criticizes the realist-neorealist funda-
mental assumptions as follows:

1. In anarchy, states are preoccupied with power and security and are
inclined toward conflict and competition, often failing to cooperate
even when faced with common interests.

2. States are the major actors in international arena.

3. The international system is characterized by anarchy, and anarchy is
the principal force that shapes states’ actions.

4. International institutions have marginal effect on cooperation.

5. As “unitary rational agents” states act to protect their individual “vital
interest.”!2

Confessing to being a recovering realist himself, Miller rejects the above
tenets and argues that realist assumptions are at best misleading. In fact, the
realists’ doctrine was fatally wounded by the end of the Cold War, an event
that they “neither predicted nor expected.” In his book Confessions of a Recov-
ering Realist: Toward a Neo-Liberal Theory of International Relations, he offers
mounting evidence to prove that each of these assumptions lacks universal
validity and therefore must be discarded.!?

Elsewhere, I have similarly argued that realism, whether classical, moti-
vational, neorealist (i.e., structural realism), is too narrow a concept to
explain the affairs of international security. The precept of neorealism, an
environment-based theory, that “whatever the state behavior that cannot be
explained by anarchical structure of the system, is trivial” is anachronistic
to the contemporary world and therefore misleading. Neorealist structural
constraints are at best static and monolithic. The theoretical preeminence
on security that realism enjoyed prior to the end of the Cold War, I con-
tend, was a periodic coincidence without lasting value or utility.'* Although
neoliberalism subscribes to the neorealist view that anarchy is the cause of
insecurity and of states’ self-help behavior, it goes beyond this causational
view. Neoliberals rightly argue that states are inclined to cooperate espe-
cially through the aid of international institutions.!® Michael Doyle asserts
that unlike nondemocracies, democracies do not go to war against one
another.'® The emergence of the constructivist epistemology strengthens
the realist opposition camp although it slightly differs from that of the neo-
liberals’ arguments.
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The constructivist school of thought, a critical theory, postulates that
social practices will dictate material outcomes and not the other way around
as realism would have us believe.!” Norms, as either outcome or inducer of
social interactions, are collective understandings that shape actors’ behavior
and define their identity and interest. Seen this way, there are good and
bad norms.!® Constructivist globalization is in line with the constructiv-
ist theoretical postulation of the possibility that norms are generated or at
least reinforced by sustained and repeated social interactions. In contrast,
the theoretical tradition of natural law (which supports globalization) sees
human communities as bound together by common values that might coin-
cide with a divine plan. Remarkably, globalization is standing on and flour-
ishing within the integrative liberal tradition.!® The neoliberal hypothesis
on states’ ability to cooperate becomes the launching pad of liberal institu-
tionalism and economic liberalism. This cooperation is reaching a global
level of maturation.

The most accommodating and germane theories regarding globalization
are neoliberal institutionalism, economic liberalism, and constructivism,
all of which pose challenges to traditional international relations theory.
As articulated by Edward Koloziej, there is no particular theoretical frame-
work that can solely explain the globalization phenomenon. However, he
advocates that no security theories should be rejected. Globalization theory
should be multidisciplinary in perspective and as such derivable from mul-
tiple academic fields.?? Globalization covers a range of phenomena that
epitomize a paradigm shift. Proglobalization theoretical perspectives gener-
ally shift away from the traditional divides of North-South, East-West, and so
on. A theoretical framework capable of conceptualizing globalization would
have to account for its many processes that have greatly reduced time and
distance thus rendering the world increasingly “smaller.” The ideal frame-
work cannot confine the world to the territorial spaces of traditional realist
boundaries. Layers of theoretical postulations and hypotheses are needed
that are capable of exploring the technological aspects of global dynamics,
such as information flow and mobility, among others, that contribute to the
collapsing of time and space.?!

James N. Rosenau’s group of self-described (globalization) Cutting-Edg-
ers anticipates an encompassing cosmopolitan framework. They argue that
not all nongovernmental organizations (NGOs) have the necessary cosmo-
politan attributes, especially those whose leaders advocate for globalization
but whose orientations are not necessarily cosmopolitan. Rosenau and his
colleagues have adopted a framework that hardly distinguishes between the
local-global divide because they see such distinctions as no longer useful.??
These Cutting-Edgers are more sensitive to globalization than others who
attend more to what falls within the scope of localization.??
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According to Farhang Rajaee, utilizing a comprehensive approach avoids
the reductionist tendency to rely on a single cause to explain social phe-
nomena while equally avoiding the one-dimensional purpose of theorizing
that endeavors for socialization and conformity. A framework that identi-
fies opportunities for bridging and interacting rather than for separating
and distinguishing would be sublime for globalization. It is easy to create
an exclusive framework for the future, but quite challenging to create a par-
ticipatory context in which everyone will feel welcome and accepted. Rajaee
asserts “that globalization has given us such an opportunity, provided we
make proper use of it.”?* The opportunity presented by such a framework
would bring together perspectives that complement rather than contradict
each other as seen in parochial theories. Let us examine some of these other
parochial theoreticians, some of whom hypothesize that the end of the Cold
War ended an era. Francis Fukuyama in “The End of History” argues that
capitalism and liberal-pluralist politics triumphed over the dialectic of his-
tory thereby putting an end to history itself. The universalization of West-
ern civilization as encapsulated by Western liberal democracy, he contends,
would become the final form of human government.25 In The End of History
and the Last Man, Fukuyama points to Western liberal democracy as “the ulti-
mate faith of humanity as a whole.”?6

Rajaee rebuts this optimistic model as short-lived, claiming it has been
replaced by a pessimistic paradigm, as evidenced by the phrase “the end of
civility,” a paradigm developed by Robert D. Kaplan, Samuel Huntington,
and Farid Zakaria. On the surface, globalization appears to have enveloped
everybody and enfranchised those who were formerly voiceless. According
to Zakaria in his essay “The Rise of Illiberal Democracy,” this occurrence has
given rise to democratic polities that do not necessarily guarantee demo-
cratic values such as human rights and individual freedom.2” Nonetheless,
they are democratic insofar as a democratic process was employed in bring-
ing them about. Rajaee expresses that globalization brought about mob pol-
itics, and thus populist democracies that do not necessarily guarantee the
rule of law have replaced pluralistic ones.28

Kaplan’s article “The Coming of Anarchy” claims that the existing order
has collapsed and been replaced by environmental crises and huge popula-
tion movements. In short, globalization has divided the humanity into two
classes, the privileged and the downtrodden. The breakdown of the West-
phalian state system loosed the possibilities of warfare in which warmaking
is not restricted to a specific territory or nation. Today, nonstate entities are
capable of conducting formidable battles because both the technologies and
weaponry that enable such are more available than in the past. Parochial
nonstate entities can freely engage in warfare, and technological advances
are “used toward primitive ends.”?
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Another pessimistic view is that articulated by Samuel Huntington. Like
Kaplan, he contends that the state system has lost most of its authority. Cul-
ture and civilization have become the attractive foci for loyalty. The world
has divided in two, pitting the West as the hitherto dominant civilization
against all others. The post—Cold War globalization signifies the clash of
civilizations.3’

Rajaee makes crucial observations about all these approaches. First, these
paradigms tend to be one dimensional and exclusionary. Rajaee argues that
“one should take multiplicity as integral to the human condition, using a
sophisticated, integrative, and interactive approach.” His second criticism of
these approaches relates to their “internal logic.” Despite their differences,
they claim in common that globalization has eroded politics, thereby insinu-
ating what may be called “the end-of-politics.” Such a view is both extreme
and dangerous. The end of-politics paradigm presumptuously aggrandizes
one aspect of human essence, whether it is the political, cultural, or religious
dimension, thus “considering one of these dimensions, predominant.” Each
approach overemphasizes “the will to power” aspect that displays a Hobbes-
ian pessimism toward human nature—that is, man’s perennial desire to
compete and to hate.3! Although it may be human to hate, it is also human
to love and to care. To overemphasize the aggression aspect and neglect the
caring and loving part twists the true picture of humanity as portrayed by
contemporary globalization. The Cutting-Edgers see themselves as being
above this type of theoretical parochialism with its constraints.

Globalizing Security: The Dynamics

Until recent decades, security has been defined mainly in terms of military
security. However, security today covers a gamut of nontraditional issues
ranging from military, political, social, technological, environmental, bio-
logical, and economic aspects, among others. Despite their diverse nature,
these issues share some things in common; that is, they are global concerns
that cannot be unilaterally or even regionally addressed. Dealing with these
challenges sometimes elicits discord but ultimately requires extensive global
cooperation. Managing these security issues has being facilitated by the
globalization phenomenon that P. J. Simmons and Chantal Oudraat call
“a magnified version of interdependence.” While the interdependence of
peoples and nations is not new, globalization is marked by unprecedented
political, economic, and technological integration, which enables nation-
states, corporations, and individuals to reach around the world, farther and
faster, deeper and cheaper than at any time in the past.’> While the phrase
might provoke semantic arguments, many authors on the subject of global-
ization concur that management of global issues is inevitably a product of
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“many hands trying to move levers—not always in sync and not always with
the desired results.” Given the turmoil of the arenas in which various issues
surface, their complexity and overlapping nature defy tidy theorizing.33

Individuals at the cutting edge of globalization do not conceive it nar-
rowly in economics terms alone. Typically, a Cutting-Edger has undergone
a transformation in his or her orientation toward the larger world that
involves a broader conception of how to address human concerns beyond
national boundaries. This is done by using a broad and global as opposed
to a narrow and national perspective as the yardstick of analysis. The numer-
ous processes that constitute this expansive view include cultural conflicts,
communications, economics, and scientific, political, and social activities
that result in flows of people, ideas, norms, goods, money, and so on across
the borders.3* Leaders who focus on systematic inquiries and operate at the
cutting edge of globalization by giving directions, structure, and meaning
to theoretical dynamics and framework’s boundary-setting differ from the
other scholars and antiglobalization network, that is, the “other leaders.”3?
Unlike the Cutting-Edgers, the other scholars and antiglobalization theorists
promote frameworks that are less than global. According to Rosenau and
colleagues, scholars who focus on global systemic inquiries like themselves
are phenomenally the Cutting-Edgers of this subfield of globalization.g6
They are the seers that look beyond the boundaries of their countries in put-
ting the contemporary world into perspective.

The precision of the individuals constituting the cutting edge cannot be
estimated. Rosenau and associates argue:

This understanding rests on the basic premise that globalization’s powerful
boundary-spanning processes are sustained by concrete and identifiable peo-
ple—by public officials who frame issues, make choices, negotiate outcomes,
and implement policies; by corporate executives who generate resources, sell
products, and focus on market shares; by technological specialists who facili-
tate communications and analysis of policy alternatives; by pundits who speak
out on public issues; by entertainers, artists, and academics whose works are
disseminated abroad and may express political support or dissent; by consum-
ers who purchase goods and by workers who produce them; by tourists and
immigrants who travel extensively; by citizens who join protest marches; and
by a host of other individuals who contribute to a vast diversity of transnational
and international processes.?

Taken together, the insights, attitudes, and activities of these myriad indi-
viduals generate the orientation of processes that constitute globalization.
These individuals give direction to and sustain the dynamics of globaliza-
tion. Their preoccupation with globalizing dynamics appears to have less-
ened states’ authority and increased globalizing activities.
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The acceleration of globalization was brought about by the collapse of
communism in Eastern Europe and the Soviet Union beginning in the late
1980s that ended the Cold War. Moreover, the new opportunities facilitated
by technological developments, especially in communications, enhance the
process.3® To examine the impact of globalization on international security,
one must examine its impacts on the variegated subsets that constitute secu-
rity in the contemporary world. In this way, we can thoroughly dissect and
discern how globalization influences global security and how security itself
has become globalized. We shall first consider the impact of globalization on
the military sphere of security, followed by the other aspects.

Military

Globalization has marked a decline in the popularity of military adventur-
ism. It is refocusing states’ attention to redirecting national treasure into
investment in needed domestic infrastructure. This shift may open a wider
path to nations’ cooperation in the area of curtailing military weapons, par-
ticularly nuclear weapons.?® The mere fact that globalization has created a
context viable to constructive dialogue among states and peoples that face
common threats and have common interests is confounding the readily
accepted Western and realist conflict model of operation. The cooperative
model of conflict resolution that people of vision have hoped for, whereby
the peoples of a global village interact, borrow, and profit from one another
as they have done throughout history, is now challenging the realist sugges-
tion that they must clash in a zero-sum game of unending war.*’

In the past, issues of security and political instability enjoyed higher prior-
ity, while economic and social issues took a back seat. In the contemporary
world, these priorities have been reversed. There are those (nation-states
and students of international security) who endorse the use of a multidis-
ciplinary approach that is more inclusive of what the priorities should be.
Nonetheless, with the advent of globalization, no one appears to be buying
the idea of the zero-sum approach of the past any longer. A case in point,
the abysmal theory of the “clash of civilizations” conceived by Samuel Hun-
tington is fading out of today’s reality.*! The lack of uniformity in civilization
has not resulted in any significant clash capable of slowing down globaliza-
tion. In a globalized world, a “battle of ideas” is more conducive to stability
than the “battle of worldviews” as pessimistically postulated by Huntington.
The former leads to flourishing and the latter leads to Huntington’s conven-
tional zero-sum concept wherein only one civilization can prevail.*?

In terms of global institutions, the United Nations still reflects the weaken-
ing Westphalia state system. The UN Security Council is often handicapped
by the veto power of its permanent members as well as weak enforcement
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of its resolutions on its member and nonmember states alike. Similarly, the
International Court of Justice (ICJ]), which is the world’s sole legal body
designed specifically to discourage war and use international law to resolve
disputes, lacks enforcement power. Thus states, including the United States,
exercise their sovereign right to refuse, and have refused, to accept the juris-
diction of the IC].#?

The European Union typifies how intergovernmental organizations are
eroding the Westphalian system. The level of international security and sta-
bility obtainable among its members is more predictable than that obtain-
able among the UN’s membership.** In other words, the EU’s security
arrangements are cohesive and guarantee stability among the EU’s mem-
bers, unlike the UN’s. The reason is that globalization works in favor of all
the EU membership, leaving no room for dangerous Hobbesian competi-
tion and warfare, whereas such competition and warfare are still common
features among UN member states. Louis P. Pojman contends that despite
all its accompanying promises and problems, globalism is moving the world
toward a cosmopolitanism that demands greater international cooperation
“based on enforceable international law.”> Such cooperation can diminish
if not eradicate threat perception and the urge to prepare for war.

Intrastate conflicts became dominant in the immediate post-Cold War
era. At the dawn of the twenty-first century, there were twenty-seven major
armed conflicts around the globe. With the exceptions of two international
wars, the remaining twenty five were intrastate conflicts; all were in Asia or
Africa (with five being in the Middle East). Contemporary civil wars pose
serious global consequences including refugee migrations, regional instabil-
ity, and trade impediments. Based on the decisions and choices of powerful
countries, intervention was strong in some instances (e.g., Bosnia in 1991—
95; Kosovo in 19gg), while in other cases, there was reluctance to intervene
(e.g., the 1994 Rwanda genocide; the ongoing Darfur genocide). The scale
of global consequences of civil wars is such that no single state can possi-
bly muster the “external legitimacy, resources, and staying power to inter-
vene for peace. Single-state intervention has not been very successful.”*% For
example, India’s peacekeeping forces became embroiled in the Sri Lanka
conflict during India’s unilateral intervention (1987—go). The mainly US
invasion of Iraq has been nothing but more trouble, such that both the Iraqi
and the US image are worse for it. Only multilateral intervention through
institutions such as a functional and effective UN can provide the required
external legitimacy or legal authority and spread the risk and costs of inter-
vention. Globalization provides the atmosphere to establish international
norms, institutions, and capacities required for effective management of
internal conflicts in the long term. By attempting to foster liberal demo-
cratic values, globalization could create the conditions that undermine the
emergence of intrastate conflicts.*?
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From the perspective of conventional weapons, globalization is assistive
in the formation of a more positive international security environment. It
is more conducive to transparency in interstate arrangements, which miti-
gates both interstate and intrastate conflicts and promotes confidence- and
security-building measures. For example, organizations like the Conference
on Security and Cooperation in Europe and Conventional Armed Forces in
Europe specialize in such endeavors. This new cooperative global security
environment is more helpful for managing weapons proliferation as well as
for preventing or terminating conflict.

The Cold War era’s perceptions and misperceptions of relative gains and
inequality were used to justify cheating on agreements, which also exacer-
bated issues of trust. In a nutshell, globalization is conducive to disarma-
ment, which helps in preventing wars and in mitigating the use of weapons
that cause “unacceptable human suffering.”48 Where disarmament is cur-
rently impossible, globalization enables a better performance in arms con-
trol vis-a-vis the unsuccessful endeavors of the twentieth century that were
for the most part marked by failure and distrust. Where and when disarma-
ment is not feasible, arms control is critical because of its benefits: reducing
the risk of war; limiting the destructiveness of war when it does occur; and
helping to channel resources away from destructive weapons to productive
and peaceful ends.%?

Considering the intensity of the Cold war rivalry that polarized the major
powers over the issues of weapons of mass destruction (WMD) until the late
1980s, globalization has tempered the global security concerns that sur-
rounded this specific security threat to humanity. Great effort was made over
decades to control or eliminate the risks posed by nuclear, biological, and
chemical (NBC) weapons. In the process, three regimes were established
to manage such risks: the 1968 Nuclear Nonproliferation Treaty (NPT);
the 1972 Biological Weapons Convention (BWC); and the 1992 Chemical
Weapons Convention (CWC). Combining the benefits of open markets with
safeguards against the abuse of technologies, globalization can influence
international collaboration of both governmental and nongovernmental
organizations in addressing the variety of risks—humanitarian, security, and
environmental—posed by NBC weapons.’” Some of the emerging effects of
globalization have drawn worldwide attention to the danger of NBC materi-
als falling into the hands of terrorists and making the issue more critical.
Thus the context of globalization can help resolve the challenges of con-
fronting WMD in the policy area by first attracting the holdout nation-states
of NPT, BWC, and CWC to participate in these nonproliferation regimes.
Second, through its collaborative attribute, a globalized world order can
enhance policy implementation and compliance. Third, it can help ensure
that the private actors that have increasingly become part of the problem of
proliferation become instead part of the solution. Finally, by its networking
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characteristic, it can help prevent WMD or related materials from falling
into terrorists’ hands.?! The impact of globalization on international actors
has the potential to help resolve the inherent weaknesses of the interna-
tional measures associated with the three global WMD regimes.?> However,
the major factors influencing countries like Iran and North Korea in their
pursuit of nuclear weapons capability arguably are the United States’ reluc-
tance to reduce its own arsenal and its pursuit of a selective policy on non-
proliferation. The United States ignores its friends with nuclear weapons
but punishes its “enemies” that are attempting to acquire them. This double
standard is a barrier to NPT compliance in some quarters.53 On the whole,
globalization has doused states’ appetite for military adventurism and ter-
ritorial aggrandizement.

Economics

The crux of globalization rests on its ability to produce a peaceful envi-
ronment in which the world’s countries can trade and the interchange of
ideas can flourish. Simultaneously, trade and investment interdependence
increase mutual confidence, the sense of common interests and partnership,
and shared risks, opportunities, vulnerabilities, and consequently, security.
This interdependency mitigates the chances of conflict and war and feeds
into sustainable peace and stability. Although the risks for a global war may
exist as the critics would argue, the nature of economic interdependence
and integration puts constraints on such manifestations for the most part.
International actors gravitate toward the positive gains to be had from glo-
balization far more than to its conflictual tendencies. While the increased
flow of people, goods, and capital that is part of economic globalization may
harbor obvious threats to security (e.g., sleeper-cell terrorists, contagious
diseases, global organized crime networks), the existence of these threats is
not a sufficient reason to roll back globalization. (No one can seriously pro-
pose rolling back globalization anyway; the genie is out of the bottle.)

The institutional rules of the World Trade Organization (WTO) guide
the operation of economic globalization. The WTO is dominated by wealthy
countries like the United States, Japan, Canada, and the nations of the EU.
Because the WI'O’s headquarters are in Switzerland, which has one of the
highest costs of living in the world, many poor countries cannot afford to
have permanent representatives there as the wealthy countries do. Accord-
ing to Ruth Valerio, on any issue of trade negotiation, the poor countries are
consequently outweighed from the start and are hemmed in by perpetual
discrimination.>* The poor countries that have no resources to participate
are pushed to the edge of poverty.® Valerio contends that economic global-
ization is sustained by the policies of trade liberalization, privatization, and
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financial market deregulation, meaning free trade between nations with-
out protective barriers is most conducive to the profit-driven globalization.
The growth of the global economy has led to, and in part resulted from, the
emergence of powerful multinational corporations (MNCs). Whereas the
home bases of these MNCs are located in the advanced and industrialized
countries, as a consequence, the developing countries and particularly Afri-
can states are at an economic disadvantage from the perspective of either
governmental organizations or nongovernmental organizations. This puts
the poor countries in double jeopardy, economically speaking.

Economists see globalization as increased economic interdependence
and the integration of national economies into one gigantic framework of
the global capitalist market. Sovereign territorial spheres are gradually los-
ing their relevance, although individual nation-states continue to pursue
their national interests, including through trade partnerships. Globalization
is restraining unhealthy competition and harmonizing the global market
arena. Market rules no longer apply to nation-states only but to all partici-
pating institutions as well.?6 For example, the era of “buy American” or “buy
British” is over. Few global middle-class consumers are influenced by such
patriotic campaigns. Instead, families want the best goods at the cheapest
price. In the present global market, it can be difficult to identify a product’s
“nationality.” One typical example is a Reebok sneaker bearing an African
name and exhibiting a Union Jack on its label that was made by an Ameri-
can company whose operations are located in South Korea.?’

Remarkably, the ongoing globalization of finance has put a leash on the
likelihood of armed conflict by creating a strong disincentive for states to
risk either militarized crises or war. On the one hand, as Jonathan Kirshner
elucidates, “states are more beholden to the preferences of the international
financial community” and thus are very sensitive to preserving those inter-
national economic policies that preserve the value of their assets. On the
other hand, war threatens the very macroeconomic environment in which
finance is able to profit and thrive. The risk of war is most likely to result in
the restriction of capital flow and a downgrading of combatants’ creditwor-
thiness by international agencies like the IMF or World Bank. While there
is no certainty that any of these factors might prevent a state from initiat-
ing a conflict with another nation, nonetheless, financial globalization raises
the “costs and opportunity costs of choosing such a path.” A state (rational
actor) that is very sensitive to its financial interests at home and abroad will
be more hampered by these constraints than would a state (irrational actor)
that is not. This represents another, albeit limited, mechanism by which glo-
balization can influence the pattern of an armed conflict.”®

The globalized environment is generally conducive to the expansion of
market sphere and diminishes the possibility of military conflict. Ordinarily,
increased cultural contact contributes more to harmony than to disharmony.
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For example, as of 2008, “Hollywood studios . .. earn half of their income
from foreign markets”; consequently, cultural sensitivity plays a vital role in
how the products are made and marketed.’ The greater penetration of soci-
eties by foreign cultural products enhances and is itself a remarkable conse-
quence of globalization. Globalization of finance has tremendously increased
the opportunity costs of going to war. As a result, globalization has recalibrated
the costs and benefits of interstate warfare. It has reduced the expected gains
from interstate war and territorial conquest, rendering such adventurism
unprofitable.

The Environment

The global and transboundary nature of contemporary climate change
underscores the need for international coordination and cooperation to
reverse or cope with it, especially involving the world’s most industrialized
nations. Some states, such as the EU member states, are proactive while
others, like the United States and China, have been hesitant. There is no
clear picture of how the current diffusion of policies and approaches can
converge to attain a policy framework that is universal and uniform.% In
recent decades, climate change has been identified as an environmen-
tal cause of human conflict and insecurity. The scientific research that
pointed to troubling evidence of global warming in the 1970s and 1980s
was initially ignored by policymakers as a peripheral issue. Today, how-
ever, climate change has being recast as a serious threat to global security.
Some scientists and security analysts have claimed that the region most
likely to suffer from its worst effects is Africa. Globally, climate change is
contributing to conditions including “drought, desertification, land degra-
dation, failing water supplies, deforestation, fisheries depletion, and even
ozone depletion” that can be causally related to conflict. Climate change
is thus threatening “water and food security, the allocation of resources,
and coastal populations. These threats can amplify forced migration, raise
tension, and trigger conflict.”®! African states that produce the least green-
house gas emissions have been identified as the most likely victims of the
negative effects attributable to the excessive consumption and carefree
attitudes of the rich countries. “On the average, each resident of sub-Saha-
ran Africa produces less than a ton of CO, per year, as compared with
an average European’s output 8.2 tonnes of CO, and the average North
American’s of 19.g tonnes.”®? The effects of these outputs will impact the
stability of African states by producing or protracting conflicts.

Officials of the United Nations Environment Program (UNEP) have sug-
gested that the Darfur genocide was driven, in part, by climatic change and
environmental degradation.%® In about the last forty years, rainfall has been
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reduced by go percent in the region while the Sahara Desert has advanced
by more than a mile every year. The eruption of violence that pitched
farmers and herders against each other over the disappearing pasture and
declining water holes underscored the genesis of Darfur conflict. It threat-
ens to reignite Sudan’s century-old war between the North (home to Arab
nomads) and the South (where the Nuba tribe lives) that had been quieted
by the fragile peace accord of 2005.5% And with respect to Rwanda, several
analysts have argued that resource scarcity caused by human impacts on the
environment in addition to increasing population pressures contributed to
the 1994 genocide.%® Similarly, water scarcity has for decades been identi-
fied as a potential trigger for conflicts in the Middle East. Without equivo-
cation, when a condition of scarcity arises, whether as a result of increased
consumption or environmental change, competition for scarce resources
between rival groups of users ensues, provoking potentially deadly out-
comes. To some, environmental wars are likely to result because “climate
change requires military solutions, to secure by force one’s own resources or
erect solid barriers to large-scale distress migration.” Such conflict further
depletes human resources, damages infrastructure, slows economic develop-
ment and innovation, and thereby exacerbates insecurity.66

The rapid globalization of human civilization by means of industrializa-
tion and other activities with human environmental impacts is causing unin-
tended negative consequences. Rapid economic development accompanied
by lax environmental laws or lax enforcement of such laws as exist is a recipe
for environmental disaster. Climate change, like many other global prob-
lems, requires global solution. Addressing the effects of climate change on
international security in June 2007, the UN secretary-general, Ban Ki-Moon,
observed that we must see the Darfur conflict beyond the convenience of
“military and political shorthand—an ethnic conflict pitting Arab militias
against black rebels and farmers. Look to its roots, though, and you discover
a more complex dynamic. Amid the diverse social and political causes, the
Darfur conflict began as an ecological crisis, arising in part from climate
change.”®” In 2007 the UN Security Council authorized a large armed force
to maintain and enforce peace in the region.

The prospect of stabilizing and eventually reducing global emissions lies
in a global approach. Specifically, the advanced industrialized countries such
as the United States, Japan, Russia, and major European nations and the
large developing countries like Brazil, China, India, and Mexico must meet
their fair quotas in reducing global emissions. Global measures to reduce
greenhouse gas include the Kyoto Protocol, which requires the developed
countries to embark on the emission-reduction strategy. The first period of
caps on emissions started in 2008 and expires in 2012.% Such global coop-
eration is important to continue in the approaching post-Kyoto period.
Katharina Holzinger and colleagues rightly observe that while increasing
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international linkage has driven environmental policies toward greater simi-
larity, only international harmonization and communication through inter-
national institutions can provide the needed convergence of environmental
policies rather than states’ competing regulatory regimes.®

Terrorism

The manifestations of so-called Terror-Culture that include militancy and
terrorism are increasingly ubiquitous. Gun culture, media violence, school
shootings, gangster and rebellious groups, organized crime networks, and
so forth also share in this ethos of violence. Sam George elucidates that
“both globalization and religion have a reciprocal relationship with Ter-
ror-Culture, shaping it and being shaped by it.”’% Globalization has spread
terrorism around the planet, and religious fundamentalism, as Anthony
Giddens claims, is a child of globalization.”! Notwithstanding, most religious
fundamentalist movements (e.g., Wahhabism) have their origins before this
present era of globalization, though within the modern era. Although glo-
balization provides some incentive opportunities for terrorism, it is not the
causative factor. The hopelessness and other conditions that underpin ter-
rorism—ignorance, poverty, injustice, oppression—must be addressed at the
national and regional levels, as well as globally.

Pojman argues that “our deepest reflections do permit certain types of
violent responses to evil under certain situations. We are permitted (and
even enjoined) to defend ourselves against harm by resorting to measured
violence.””? This is only applicable to cases of just war theory (jus in bello).
Horrific violence like the g/11 attacks against targets in the United States is
beyond the scope of this morality. Pertinent international institutions must
endorse the most widely accepted principles of morality. Primarily, we are
all human beings, and secondarily, accidental citizens of different countries.
Building on this sentiment, Pojman argues for the creation of institutional
cosmopolitanism (world government) in order to bring about lasting global
peace and justice.”

Terrorism as a tactic is associated with asymmetric conflict.” It has been
in existence for many centuries prior to the emergence of globalization. Old-
style terrorism goes after specific targets. The new genre, suicide bombing,
obliterates the distinction between combatants and civilians. One particular
school of thought considers terrorism a social problem. From the construc-
tivist perspective, terrorists are concerned less with causing material damage
than with causing fear (terror) among their targets. Therefore, instead of
focusing on the terrorist, research should focus on terrorism discourse as a
social construction, a social fact rather than a material fact. In the light of
the constructivist epistemology, focusing on terrorist actors instead of the dis-



344 Insecurity and Conflicts

course by which the terrorist actor and his actions are constituted is mislead-
ing. Most of what has been written on al-Qaeda by experts on terrorism has
been based “neither on interviews nor on field research conducted inside the
organization.” Rather, it was based on less-direct information: “veranda terror-
ism research.” Also, this school of thought criticizes the (contestable) meta-
phorical shift of terrorism from war to crime in 2004 that it only normalizes
terrorist groups like al-Qaeda.” Terrorism from the constructivist framework
is an act of war and should be seen and treated as one.

The present challenge posed by terrorism is for the community of
nations to recognize it for what it is, a global problem and an act of war.
Responsibility for criminal prosecution of terrorists should be delegated to
international institutions such as the International Criminal Court (ICC).
There are thirteen international conventions that prohibit terrorism, each
of which demands all states to either prosecute or extradite any individual
or organization that contravenes such convention to the right authority.
However, the lack of coherent and effective judicial institutions to enforce
prosecution of alleged terrorists has weakened the efforts at the national
and international levels.

The failure of the cooperation demanded by the UN resolutions to con-
demn and deal with act of terrorism as a threat to international peace and
security is directly related to this vacuum. Over the years, the UN delib-
erations on the subject have resulted in comprehensive prohibitions con-
demning terrorism as a means of effecting political change regardless of
how laudatory the purpose or soughtfor change might be. Nonetheless,
post-9/11, the realization has set in that UN antiterrorist declarations alone
without adequate action are insufficient. However, the failure to create an
adequate legal regime or grant the ICC the necessary jurisdiction to try ter-
rorist criminals is due not to incapacity to do so but to a lack of political
will. In the spirit of cooperative globalization, the international community
should move to address terrorism by creating a central judicial authority
capable of bringing terrorists to account. The legal activity of such a body will
produce a deterrent effect that goes beyond the historic ad hoc antiterrorist
measures that have in the past failed to prevent terrorists from indiscrimi-
nately killing civilians with impunity.76 Although terrorists take advantage of
globalization, it is only through global cooperation, cross-cultural exposure,
and broad economic prosperity (i.e., positive effects of globalization) that
terrorism can be eradicated.

Health

A downside of global dynamics is that disease is no longer a local phenom-
enon. The faster movement of more and more people across borders serves,
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unfortunately, as a perfect conduit for the spread of communicable diseases.
Migrant workers may carry contagious diseases common in their locale to
neighboring states (e.g., Egyptians brought the Hepatitis C virus to the
Gulf States). People in nation-states far and near contract contagious and
fatal diseases whether from humans, animals, products, or imported food-
stuffs (e.g., the bovine spongiform encephalopathy—mad-cow disease—first
found in 1986 in beef from the UK). Health interdependence has become
one of the features of globalization that is most feared, since the spread of
certain diseases may threaten international peace and security. At the same
time, the successful spread of knowledge and technical information about
the prevention and cure of communicable diseases (e.g., HIV, Ebola virus,
TB, or swine flu), itself made possible by globalization, highlights strategic
approaches to combating health threats to international security especially
in the developing world.””

HIV/AIDS is a global epidemic and the first disease of the modern era
of globalization. Its securitization was inaugurated by the United Nations
Security Council on January 10, 2000 (although it began to be a global cri-
sis before 2000). The rationale for treating it as a political problem is that it
can cause huge social welfare costs and further attenuate already weakened
states, undermine economic growth, amplify social tensions, and diminish
military preparedness. It is estimated that between 40 and 60 percent of some
African armed forces are infected with the virus, raising concerns about their
combat readiness and the implications for peacekeeping mission capabili-
ties.” To make matter worse, these soldiers can serve as vectors of the illness
wherever they are deployed. Considering the astronomical number of cases
in third world countries, certain degree of correlation exists between poverty
and poor health as typified by the cases of some African states. The disease,
comments Steven Fouch, is inextricably linked to poverty. Quoting an Afri-
can woman about her experience with HIV/AIDS, Fouch recounts: “People
do not have more sex in Africa than in Europe, we are not less moral, yet we
have a worse AIDs problem. The difference between AIDS/HIV in the West
and the developing world is one of poverty. Why do Christians always empha-
size sex as the primary prevention issue and not poverty?” The majority of
victims of this disease are in the developing and poor countries of the world.”
The faster movement of travelers, including sex tourists, has enabled infec-
tious diseases to be imported from one corner of the globe to another. For
example, sex tourists from the Western world introduced AIDs to Haiti and
Thailand.®” The increasing impact of health crises by means of the complex
dynamics of global human relationships has elevated health issues to the level
of international security concerns.

Second to the problem of the spread of disease is the cost of advanced
modern health care and medicines. Most medications are not available to
many people who need them because they cannot afford them. To make
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matters worse, in such countries as Angola, the Democratic Republic of the
Congo, Somalia, and Sudan, a good number of hospitals and clinics have
been bombed or destroyed as a result of conflicts. To further compound the
problems faced by conflict-torn areas, protracted civil wars also cause the
destruction or loss of transportation infrastructure and clean water supplies
and curtail access to food. The massive migration of populations to urban
areas also exacerbates the spread of HIV, the current pandemic of swine flu
virus (H1N1), and the spread of such diseases as anthrax, hepatitis, tropical
malaria/dengue/yellow fevers, SARS (severe acute respiratory syndrome)
as well as a myriad of sexually transmitted diseases.8! Without any doubt,
the modern sex industry, contemporary travel and tourism practices, and
the international market in blood products (partially supplied by China) are
fueling the HIV/AIDS pandemic.

Ironically, despite its “evils,” it is modernization that holds the promise
of overcoming these pandemics, in particular, in developing countries. Dur-
ing my research for this study, it was announced by the British Broadcast-
ing Corporation World Service that a new vaccine that holds the promise of
preventing HIV has been developed in Thailand. On September 24, 2009,
researchers announced that the vaccine can reduce by about one-third the
chances of contracting HIV. The joint United Nations Program on AIDS
(UNAIDS) is particularly keen in promoting awareness through its “HIV/
AIDS Awareness Cards” to address the contribution of peacekeeping mis-
sions to the spread of HIV. These cards’ risk-prevention messages are written
in English, Swahili, and other langualges.82 UNAIDS is the leading advocate
for global action against HIV/AIDS. The hope of preventing and curing
these epidemics lies largely in the global spread of advanced technology.

Empirical Analyses

In this segment, we shall examine some particular security-related activities
to make concrete sense of how globalization is unfolding in Africa. Harold
James observes that “the big ideological debate about globalization is largely
over. . . . The authentic voice of anti-globalization is now that of a very differ-
ent global vision, that of Islamic fundamentalism. Many former critics now
see at least some advantages in globalization.” The more intelligent critics
are now focusing on the need for a “better globalization” rather than turn-
ing their back on globalization entirely.83

With regard to Africa, third world advocates generally want more and not
less globalization. The remarkable economic growth of China and India has
demonstrated that opening one’s economy to the world market produces
benefits and alleviates poverty. African countries in particular desire the dis-
mantling of the industrialized countries’ trade barriers. Africa can benefit
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tremendously from the opportunities of Western economies’ outsourcing
as did China and India. However, in the near term, the prospects for glo-
balization for sub-Saharan Africa are much less sunny compared to those
for the advanced industrialized democracies. Free market and media pres-
sure on authoritarian and weak states in this region will tend to create an
environment that is unfortunately more conducive to civil war, insurgency,
and violent crises associated with atrophy of national governments than to
development. According to Kirshner: “The inescapable disruptions of glo-
balization, felt most acutely by small economies and vulnerable elements of
society, will threaten national cohesion and identity, and exacerbate exist-
ing regional, distributive, and ethnic conflicts.”®* Potential refugee flows
will result from failed state systems faced with challenges to their functional-
ity, ranging from transnational forces to atomizing internal loyalties. Thus
the deterioration of the classic asylum-centered refugee regime signals
troubling future unless both the governments and refugee advocates from
NGOs, humanitarian organizations, and transnational networks converge
around new rules and practices so as to create the effective capacity to meet
the needs of future refugees. The office of the United Nations High Com-
missioner for Refugees still relies for refugees’ protection on the ineffective
1951 Convention Relating to the Status of Refugees. With a history of non-
compliance by states, these weak principles are insufficient to confront the
potential series of potential megacrises on the African horizon.

Also, by addressing the issue of chronic poverty, the world’s elite states can
help douse the continued perception of marginalization of Africa from the
globalization process. However, globalization cannot be blamed for the inef-
ficient, undemocratic, and corrupt governments in Africa that have afflicted
its peoples with perpetual poverty, political instability, and armed conflict.
The so-called marginalization of African states is, for the most part, a conse-
quence of their own weaknesses and vulnerabilities to security threats that
were incubated internally. The numerous irregular military forces operat-
ing on the continent, including insurgent groups, ethnic militias, and sepa-
ratist movements, have emerged in reaction to years of authoritarian rule,
tyranny, oppression and repression, corrupt leadership, embezzlement, and
mismanagement of national resources. Until the lingering mistakes of the
past and anomalies of the present are corrected, any tangible development
will be unattainable. Only Africans can help Africans through the process
of regional integration, if they aspire to become a regional economic bloc
similar to the EU model. Even so, the African Union cannot expect to be
a significant force if it is a conglomeration of failed states. National econo-
mies must become integrated into the global system as opposed to being
defined by geographic locality. Overtime, if necessary measures are taken
at the local, national, and regional levels, and if it is cushioned by external
supports, there is no reason why Africa cannot rise from the status quo. We
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must be cognizant, however, of the destructive pandemic of HIV/AIDS that
threatens some African states with collapse if appropriate and timely action
is not taken. For many African states on the verge of failure, globalization
has not improved the regional security environment, and many observers
think it has even made it worse. Internal remedies must come before exter-
nal remedies.

Conclusion

This study acknowledges that, whether we like it or not, globalization is an
inescapable constituent of the contemporary world order. The challenges
of national and international security cannot be overcome by unilateral or
bilateral endeavor but only by concerted and collective global cooperation.
We should embrace globalization because it is good for international secu-
rity; it is good for humanity. It marks not an abrupt change but a histori-
cal shift from traditional to modern society in the quest to fulfill a vision of
universalism. In realistic terms, globalization is providing humanity a way
out of the Westphalian territorial cul-de-sac and warfare into an integrated
world civil society. The neorealist zero-sum theory postulates that for a state
to do well, it must do so at other states’ expense; this negative assumption
does not jibe with the reality of the contemporary world with players that are
increasingly bound together by common values. The evolving global world
order ascertained above is supported by the neoliberal positive analysis of
collective cooperation and the constructivist normative approach.

In the final analysis, globalization is a multidimensionally contested sub-
ject. This discussion has examined how globalization affects international
security through the multifaceted dynamics covering the military, econom-
ics, ecological concerns, terrorism, and health, among others. According
to its critics, globalization perpetuates and intensifies armed conflict, epi-
demics, unemployment, environmental degradation, cultural annihila-
tion, poverty, financial crises, crime, and social disintegration. Intensified
globalization, they say, has afforded terrorists new tools and an elevated
profile. While these claims might be true in some respects, globalization is
not the only source of human insecurity but just one among many interre-
lated factors. Through its extensive connections, however, globalization has
enhanced international security by providing: disincentives to war, improv-
ing economic efficiency, assisting humanitarian relief, and helping create
new employment opportunities, spread democratic values, advance technol-
ogy, heighten ecological sensitivities, encourage greater cultural pluralism,
and so on. Globalization is ushering the world into a postterritorial concep-
tion of social geography. Consequently, the dynamics of globalization is glo-
balizing security and thus enhancing stability and peace.
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The context of globalization has enhanced the possibilities of arms control
and disarmament. Globalization brings clarity to global security problems
by enabling the costs and benefits to be properly distributed. It promotes
the formation of regional and continental alliances (collective defense) and
thereby helps states avoid military competition and wars. Regional organiza-
tions like the African Union and the Organization for Security and Coopera-
tion in Europe (OSCE) have undertaken conflict management initiatives in
their respective regions. The fact that the states that comprise the Organiza-
tion for Economic Cooperation and Development (OECD) have not gone
to war against each other since 1945 and that military conflicts between
“states of East Asia, Europe, and North America” are unlikely, empirically
attests to the potential positive impact of large-scale globalization on inter-
national security. In agreement with Jan Aart Scholte, the empirical analyses
in this study demonstrate that there is a correlation between globalization
and “greater peace.”® Despite the ability of globalization to promote secu-
rity, absolute security is not attainable. Nonetheless, globalization will con-
tinue to have important repercussions for various aspects of international
security in the future.
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Resource Curse,
Globalization, and Conflicts

RicArRDO REAL PEDROSA DE Sousa

Conflict is 2 malady that afflicts societies and individuals with incommensu-
rable pain and stress. Over the last few decades, there has been an increased
interest in understanding the mechanisms of conflict as a way to engage
in preventive policy initiatives. Within this context, this chapter seeks to
uncover the mechanisms associated with the initiation of conflict as iden-
tified in the literature. Contemporary academic writing associated with
the term “resource curse” (which has been used to describe the failure of
resource-rich countries to benefit from their natural wealth) and the “greed
and grievance” model of conflict, significantly developed by the economist
Paul Collier, are reviewed. The chapter concludes by evaluating the mecha-
nisms identified, illustrating their possible effects on the dynamics of the
initiation of intrastate conflict, normally referred to as civil war.

The chapter is divided into six parts, each corresponding to a category
that groups related and relevant factors: the external environment, gover-
nance, economic factors, social factors, geography, and history. Based on
this assessment, I conclude with a summary of factors that have been identi-
fied as the key contributors to conflict.!

External Environment

Accepting the conceptualization of the nation-state for this analysis, the
external environment encompasses all the factors and mechanisms that
fall outside of a state’s control (especially in the case of poorer countries)
and that directly conditions the domestic policy options of the actors in the
country. Specifically, it includes the international markets, agreements, and
behavior of key industries in the context of regional and global economic
conditions and international relations.
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Since the 19gros, the theory of the declining terms of trade has argued
that resource-based growth is inefficient because world prices of primary
exports relative to manufactures show a profound tendency toward decline,
while rich countries are more protectionist against primary imports than
manufacturing imports.> Recent studies now agree that the aggregate
terms of trade for primary commodities have been declining since at least
the beginning of the 1900s (measured at an estimated 0.1 percent to 1.5
percent per annum), and although the impact of this phenomenon on
economic growth needs further examination at the case study level, it is “sta-
tistically robust at the global level.”®

Furthermore, since the mid-1960s, some studies have argued that the
instability of commodity markets in poor countries, which rely significantly
on their commodity export earnings, creates unstable revenues for the gov-
ernment and makes private investment too risky, therefore harming eco-
nomic growth. Contesting this perspective, other studies have shown that
export instability paradoxically produces economic growth. More recent
research has shown that export instability either harms economic growth or
has no impact at all.* Furthermore a model developed by Enrique Mendoza
predicts that terms-of-trade instability will reduce social welfare, regardless
of its effects on growth.5

This commodity price cycle may even directly promote civil conflict because
the boom-and-bust effect of revenue destabilizes the political center and pres-
ents motives and opportunities for opponents to seize power. In this way, con-
flict could be said to be more closely associated with more volatile commodities,
with commodities that are more easily taxed, with higher levels of commodity
dependence, and with lower levels of macroeconomic discipline.6 Furthermore,
imperfect market operations, such as the specific concentrations of buyers or
sellers, unbalanced powers of negotiation, the uneven distribution of value
throughout the value chain, and trade barriers and subsidies have produced
mixed results, but it seems that the benefits (if any) resulting from such imper-
fection have only trickled down to the poorest developing countries.

Moreover, the financial markets have proved to be a mixed blessing.
Although they create opportunities for developing countries to access
finance and investment, the benefits have not materialized in some regions.
For instance, sub-Saharan Africa suffers from low domestic and foreign
investment, high capital flight, and low remittance flows.” At the same time,
their operations have been prone to misuse and mismanagement, where
some of the consequences have been “odious” debt or financial crisis.8 Fur-
thermore, the volatility in the flows of foreign direct investment has been
identified as harmful to economic growth, even though most of the invest-
ment in developing countries is of a domestic nature.”

International agreements or initiatives have also been subject to different
responses. While some are considered to enable peaceful development,
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others such as the TRIMs, GATS, and TRIPs have been scrutinized since
their objectives seem “aimed at limiting the development policy options of
developing country governments” and “are likely to lock in the position of
Western countries at the top of the world hierarchy of wealth” by “kicking
away the ladder” of development.!” Combined with this analysis is the evi-
dence that peace initiatives may need to be coordinated with international
trade agreements. Otherwise, the trade policies chosen by industrial coun-
tries may undermine peace efforts abroad.!!

The development paradigm and practices of the international aid indus-
try have changed steadily over the last few decades. Academically at least,
one can state that up to the 197os, the focus was on a country’s physical cap-
ital, or “hardware” whereas during the 1980s and early 1gqos, the paradigm
shifted to center more on the “Washington Consensus” on structural adjust-
ment programs that focused on pursuing economic liberalism. In the late
199o0s, the predominant note was the New Institutionalism, which sought to
tackle poverty directly through social investment and a renewed state role.
Finally, the current emphasis is now on the “software” of an economy: the
institutions, customs, laws, and social cohesion needed to create and sustain
markets.!2 However, there is sometimes a lag between the academic, politi-
cal, and institutional formulation of development thinking and the actual
development practices themselves and vice versa.

Also of relevance here is the scope of today’s prescribed interventions
in the “development process” which grow by agglomeration and together
amount to “what may be considered the constant preoccupations of develop-
ment theory—for example, in international economics (trade, investment,
and today—above all?>—capital markets), macroeconomics (exchange, inter-
est, inflation and savings rates, employment, productivity), and social policy
(health, education).”!® In addition to these factors, “state reform, the (re)
design and management of public institutions, clear and properly enforced
property rights, democratization, civil society and the sources of social capi-
tal, small-scale credit, nongovernmental organization (NGO) management,
(environmentally) sustainable development, women/gender and develop-
ment, children and development, refugees and development, humanitarian
emergencies and interventions, and post-conflict resolution” may be added,
among others.1#

It is within this particular environment that the Millennium Development
Goals (MDGs) have, to some extent, set the development agenda for the
foreseeable future, and therefore the discussion is dominated less by notions
of “what to do” and more by notions of “how to do it.”1% As far as imple-
mentation mechanisms are concerned, the Commission for Africa report
recommends that support should be given directly to open and transparent
budgets with a clear strategy in place instead of sector wide approaches, and
only as a last resort to projects.16 These recommendations do not exclude
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the complementary roles that the private sector, third sector (the sphere
of social and economic activity undertaken by organizations that are non-
profit), and donors can play in meeting the MDGs.1?

In the case of the arms industry, Paul Collier, Anke Hoeffler, and Mans
Soderbom conclude that the viability of the conflict enterprise, which is
based on its financial and military circumstances, will determine the dura-
tion of conflict.1® Therefore, the emergence of a global and unpoliced mar-
ket in armaments after 1980 may have given rebels advantages while at the
same time contributing to the viability of the conflict enterprise.19 Both the
Commission for Africa report and the Human Development Report, both of
2005, consider control of the trade of small arms to be a priority.?’ The effi-
ciency and effectiveness of peace efforts will likely improve substantially if
both demand and supply factors are controlled.

There is increasing evidence that extractive natural resource industries,
particularly in the form of multinational corporations operating in the oil
and gemstones industries, are contributing either directly or indirectly to
conflict. There is broad agreement in the literature on gemstones about the
role of these industries in financing conflict, especially if they are lootable
(e.g., alluvial diamonds). Nancy Birdsall and Arvind Subramanian draw
attention to the need for the international community to put greater pres-
sure on oil companies, which too often abet local corruption, and, one
could add, disrupt local communities’ livelihoods during resource extrac-
tion.2! In the SIDA Report, emphasis is placed on the need for developing
countries to have “institutional frameworks for factor and product markets
that provide stable and secure conditions for exchange that prevent narrow
self-interest from damaging public interest.”?2

The configuration of political relations can foster and maintain many
of the peace and development efforts and will determine the extent of a
country’s influence. Membership in regional organizations can also provide
a decisive push in this direction. In 1995, William Easterly and Ross Levine
noted that the improvement of policies by one country alone can substan-
tially boost growth, but that if neighboring countries act together, the effects
on growth are much grealter.23 Other nonregional groupings, anchored
in legacies of the past (like colonialism) or other factors (like language),
seem to work ambiguously. On the one hand, these groupings can benefit a
country’s security and influence, while also allowing greater access to labor,
product, and service markets. On the other hand, they implicitly perpetuate
associations that may prove complex to manage in the long run. The length
of such relations and the manner in which they are cultivated need to be
judged carefully on a case-by-case basis so as not to deconstruct balances of
power without first identifying a country’s sustained, substantive and locally
accepted and developed alternatives. Optimal or improved proposals are
only better if they work effectively.
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All the factors addressed throughout this chapter are linked to the ques-
tion of globalization. This is frequently associated with modernization, but
the concept is too broad and ill-defined in many aspects (see the above
mentioned scope of intervention of the international aid industry). One
important consideration is the degree of change that this dynamic requires
of people. To cope with change is a human attribute, but one’s degree of tol-
erance to change and associated tensions varies depending on many factors.
Among these is an individual’s or group’s awareness of their capacities for
dealing with such changes. Another factor is how groups or individuals per-
ceive themselves during the course of change and in the envisaged future.
Although positive changes in individual well-being are normally readily
accepted, this may not always be the case. Examples are to be found among
those actors who attach more value to relative rather than absolute changes
in their conditions. For these people, either the pace of change or some par-
ticular aspect of it may be unacceptable, being perceived as something that
cannot be disentangled from the overall process.

Finally, as far as regional and global politics are concerned, the literature
finds evidence that wars in neighboring countries can have a distinct influ-
ence on a country’s peace and security, both politically and through rebel
incursions.?* Also the existing configuration of world powers directly affects
the nature of conflict. While on the one hand there were fewer onsets of
war during the 199os (only eleven from a data set of seventy-nine large-scale
conflicts occurring between 1960 and 19qg), on the other hand the average
duration of civil wars increased after 1980.2% In addition, funding mecha-
nisms have changed, as alluvial diamonds seem to have played an increas-
ingly major role in the onset of civil wars since the end of the Cold War.2%
James Fearon asserts that

it remains reasonable, on both theoretical and anecdotal grounds, to think
that the availability of finance for would-be rebels affects a country’s prospects
of civil war. We still do not know, however, if rebel finance is a “critical con-
straint” that varies a great deal from place to place, or if it is easily satisfied pro-
vided other conditions are satisfied (e.g., weak central government with little
rural presence, a sudden increase in grievances due to changed government
policy, or a prevalence of unemployed young males). Indeed, we still know
little about the sources of rebel groups’ incomes. How much comes from local
donations and “revolutionary taxes,” how much from foreign governments or

companies, how much from diasporas??’

Governance

Resource-rich countries develop specific processes in terms of democracy,
institutions, quality of policies, and rule of law and human rights, which
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interact not only with socioeconomic planning but also with conflict. Most
of the literature identifies that the type of regime to be found in countries
rich in oil (but not necessarily other commodities) is more likely to be less
democratic, because such countries: (a) tend to be less accountable to the
people; (b) use rents to buy political support;28 (c) spend more money on
the military;? (d) develop an elite that delays the transition to democracy;>
(e) are prone to more corruption;31 and (f) use executive discretion in the
distribution of rents.>? Nevertheless, Alan Gelb and colleagues conclude
that it is difficult to infer the relationship between the political system and
political efficiency from the use that is made of rents.>3 Silje Aslaksen and
Ragnar Torvik recently added that a key factor could be the comparative
payoffs accrued from conflict versus from democracy, whereas “countries
will not pass this test [of self-sustaining democracy] if their resource wealth
is sufficiently high, labor productivity sufficiently low, political competition
sufficiently strong or politicians sufficiently short—sighted.”34 This could
mean, for instance, that rational decision makers would most likely opt for
conflict if there is significant oil or gemstone wealth in the country, in the
cases where (a) low costs of labor (normally found in poor countries) facili-
tate the recruitment of would-be rebels; (b) a very competitive political cul-
ture exists that leads to violent forms of contestation; and (c) politicians opt
for short-term political gains instead of agreements on long-term benefits.

Additionally, institutions such as those composing the three branches of
the state, legislative, executive, and judicial, have been identified as play-
ing a major role at the heart of the resource curse. Resource-rich coun-
tries are under less pressure (from below and above) to develop sound
institutions. This fact limits their capacity to formulate good policies and
further increases rent-seeking and parasitic activities.?® At the same time,
low national income results in weaker military resources and technological
infrastructure for repressing rebellions.?6 These circumstances can lead to a
downfall or breakdown of the system of law and wealth creation.3” The chal-
lenge thus lies in reverting to the equilibrium point; however, “only coun-
tries with grabber-friendly institutions [i.e., bad institutions that divert scarce
entrepreneurial resources out of production into unproductive activities]
are captured by the resource curse, while countries with producerfriendly
institutions escape the resource curse.”38

The quality of policies in developing countries has been poor in many cases,
which observers have found puzzling.39 Given that most problems of resource-
rich countries have “remedies” that have been studied in some depth, one
can conclude that more should have been done about solving their problems.
Together with the dynamics affecting regime type and institutions, possible
explanations for the failure to improve the quality of policies are to be found
in the fact that the “easy rich” tend to become shortsighted and exuberant,
as well as averse to risk taking; engage in lax economic planning; and prefer
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“egalitarian current consumption policies” over “development policies.” In
other words, resource-rich countries will focus less on long-term accumula-
tion and growth due to the availability of resources. This availability removes
pressure to have proper economic management and allows opting for current
consumption over long-term policies. Another possible explanation is that the
investment needed to offset the problems is intuitively large for politicians.
Appropriate policies might not be in compliance with the aid industry devel-
opment paradigm of the time (and therefore might become more difficult
to finance), or else the government agency responsible for instituting the
change process is apparently too dependent on factors out of its control (for
instance, changing international terms of trade might render an otherwise
good investment option in the country a less promising economic venture).
The “big push” needed to move equilibrium from a negative to a positive
trend (a change in the economic structure of the country wherein synergies
can be generated and more than proportional growth can be aimed at) is
dependent on many other actors besides the government (from national pri-
vate actors to international multilateral and private actors). If these several
elements are not aligned, the “rational” choice of a politician might just be
to engage in business or politics “as usual” (for instance, managing the short-
term political processes of executive office contestation) if the “break-even”
point does not seem reachable.

In analyzing what might be considered the requirements of this initial
“big push,” James Robinson highlights the economics of the new institution-
alism, what the governments and international institutions are expected to
deliver and why.40 In particular, it is widely recognized that governments
(with the encouragement and support of the World Bank) need to invest in
services to the poor. But furthermore, incorporating a social constraint into
their economic analysis, Ernesto Dal B6 and Pedro Dal B6 explain why these
and other policies, which would seem to be counter-optimal in a frictionless
society, might be appropriate options in societies faced with social conflict.*!
Finally, conflict, of whatever type, needs to be viewed along a continuum of
the nonobservance of the rule of law and human rights. Through this lens
crime or civil war are, above all, symptomatic of a social conflict over the
direct or indirect appropriation of resources.

Economic Factors

Resource-rich countries face the challenges not only of integration into the
world economy and modernization but also of the careful management of
newfound wealth and the volatility of revenues. Compounding these man-
agement challenges is the constant political rivalry over the appropriation of
resources and rents.
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All of the factors presented so far are necessarily linked to the question
of economic modernization. There are different paths, identified elsewhere,
for a country’s development. Of particular relevance here are those develop-
mental choices that lead to growth that favors the poor, generally character-
ized as a form of economic development where the private business sector
enjoys broad-based growth, resulting in wealth creation for all sections of
society, which is then dispersed geographically and reaches poor parts of the
country in particular.42

Also salient in the literature are the rentier states or petro states (which
could be considered a particular form of rentier state), which do not nec-
essarily embark on a process of industrialization. Different definitions
have been offered for this concept: “a rentier state is characterized by a
high dependence on external rents produced by a few economic actors.
Rents are typically generated from the exploitation of natural resources,
not from production (labor), investment (interest), or the management
of risk (profit). Rentier states tend to be autonomous, more detached and
less accountable; because they do not need to levy taxes”;*3 and “in a rent-
ier economy [i.e., where the territory is for sale or rent], income accrues
through the provision of services and/or by withholding these from unde-
sirable third parties.”44

Increasing internal revenue is generally not achieved through production
but through various nonproductive activities. The latter include foreign aid,
remittances from abroad, dividends on foreign securities, licenses, stamp
duties, customs receipts, land and fishing tax, leases, loans, and payments.
Income is also derived from the provision of services, licenses, or specific
activities that generate fees known as “invisible receipts,” including tourism,
banking, tax havens, military bases, casinos, yacht berths, space tracking
facilities, transshipment, flags of convenience, bunkering, waste dump-
ing sites, and various collectors’ items.*> Rather than focusing on exports
of highly competitive commodities such as coffee and sugar, exports may
be extraordinary commodities such as postage stamps, exotic shells, handi-
crafts, and even migrant workers. This approach, however, may make some
small states vulnerable to being taken advantage of by money launderers
and drug traffickers.*6

Of particular concern in a resource-rich country is the impact of what
has become known as the Dutch disease. In the standard model, when an
economy experiences a resource boom (either in terms-of-trade improve-
ment or as a result of a resource discovery), both the manufacturing and
agricultural sectors tends to shrink (depending on the level of industrial-
ization) and the nontraded-goods sector tends to expand.*’ Additionally,
backward and forward linkages seem difficult to achieve in countries where
highly capital-intensive extractive industries result in little additional growth
in the nontradable sector.*®
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Furthermore, significant relationships have been identified between
a dependence on different types of natural resource exports and conflict
(although such relationships may be explained differently and may not be
found in other studies). Examples of these relationships include:

1. Oil increases the risk of the onset of conflict;*® the risk of conflict
increases with oil dependence;50 the risk of conflict increases in lower-
income countries,?? particularly in the case of separatist conflict.52 The
chief examples in Africa include conflicts for control of the govern-
ment in Angola and the secessionist conflicts in Cabinda in Angola,
Biafra in Nigeria, and the South of Sudan.5?

2. Lootable gemstones increase the risk of the onset of ethnic conflict
and its duration, chief examples in Africa being Sierra Leone and
Democratic Republic of the Congo.5*

3. Case studies suggest that drugs (cocaine, opium, and cannabis) and
timber can be associated with the duration of conflict, the latter in the
cases of Liberia and Democratic Republic of the Congo.?

4. Both the onset and the duration of conflict are very strongly linked to
increases in the quantity of some agricultural goods, especially coffee,
cotton, and (in low-income countries) cocoa, while other agricultural
goods seem to be unrelated to conflict in Latin America and Africa.6

Export dependence exacerbates the problem of managing revenue
shocks. In the case of oil windfalls, the most important recommendation
drawn from the past is that spending levels should have been adjusted to
fast rises in oil income much more carefully than they actually were.”” Fur-
thermore, decisions about subsidies or levels of expenditure should take
into account other factors, such as the composition of consumption (traded
versus nontraded) and its potential growth through learning by doing, the
absorptive capacity of governments, or the volatility of revenues.’® The
mechanisms for the management of such funds seem to be essentially reliant
on good governance, consensual support, and the stability of government
policies. Finally, the use of part of the revenues for direct distribution to the
populations seems to have both positive and negative economic effects in
the short term;% however, this application of funds also has the potential to
trigger a generalized societal phenomenon of sloth, whereby “men of a fat
and fertile soil are most commonly effeminate and cowards; whereas con-
trariwise a barren country makes men temperate by necessity, and by conse-
quence careful, vigilant, and industrious.”%0

This context is not the same as managing sizable, but temporary, windfall
gains in agricultural products. If properly managed, institutional arrange-
ments such as stabilization funds, marketing boards, or private producers’
organizations can make it possible to engage in counter-cyclical policies and,
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in particular, to secure producer prices during negative shocks and to chan-
nel, through producers, temporarily high revenues to the capital markets.5!

Furthermore, rent-seeking activities and parasitic rent appropriations can
induce slow economic growth, reduce net returns on capital, and produce a
“voracity effect,” whereas under a windfall gain there is more than a propor-
tional increase in fiscal redistribution and illegal appropriations. The level
of income, the distribution of power and interest groups, and the continu-
ity of government all interact with the institutional capacity to manage this
“voracity effect.”52

Additionally, James Robinson and Ragnar Torvik developed a model
where resource rents may make it politically efficient to build “white ele-
phants” (investment projects with negative social surplus) as a way for a
politician to secure power through credible redistribution, rather than by
building efficient investment projects that would then be followed by all pol-
iticians.®3 Gelb and associates identified three important roles for nonresi-
dent equity participation in resource-based, export-oriented projects, which
could be more broadly applied (a) to check on the realism of feasibility
studies by scrutinizing the assessment of the rate of return risk, (b) to facili-
tate construction, startup, and operation, and (c) to reduce risk by securing
markets and reducing the government’s stake.%* Foreign equity should be
considerable, at least o percent.

The economic conditions in the country—measured in terms of GDP per
capita, rate of growth, and income shocks—are found to have a statistically
significant correlation with conflict in most studies, especially in low-income
countries.? Edward Miguel, Shanker Satyanath, and Ernest Sergenti discov-
ered that the link between GDP growth and the incidence of civil war is
extremely strong: a 5 percent drop in annual economic growth increases
the likelihood of a civil war (more than twenty-five deaths per year) break-
ing out in the following year by one-half.%0 Other variables, such as GDP
per capita, democracy, ethnic diversity, and oil exporter status do not dis-
play a similarly robust relationship in sub-Saharan Africa. Christopher Blatt-
man also concludes that (a) rising primary commodity prices are associated
with less violence, while falling prices are associated with more violence; (b)
the inverse relationship between prices and violence is decreasing with the
level of income; and (c) oil exports are associated with lower levels of con-
flict in middle-income countries, and higher average conflict in low-income
countries, among other ﬁndings.67 Additionally, Dal B6 and Dal B6 found
that “both theoretical models and empirical evidence suggest that, all else
equal, a lower opportunity cost in terms of wages in the labor market should
increase the chance that an individual engages in activities such as rebellion
or crime.”%8

Complementing the opportunity cost perspective, rather than compet-
ing with it, is the argument of the state’s weak capacity for repression in its
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management of conflict. In this sense, it has been argued that the “weak
repressive capabilities of African states constitute the background condi-
tions under which poor young men choose between fighting and conven-
tional economic activities. Negative growth shocks make it easier for armed
militia groups—which are often major combatants in Africa’s civil wars—to
recruit fighters from an expanding pool of underemployed youth.”69 Data
on regional levels of poverty, hunger and inequality, formal and informal
sector structures, composition of income, and household or regional unem-
ployment will certainly provide more insight into these processes.

A related dimension, but inconsistently found to be significant in the
statistics of conflict, is inequality. This lack of statistical proof means that
Amartya Sen’s assertion that “the relation between inequality and rebellion
is indeed a close one” remains unproven.”’ Explanations for such disparities
have been presented by, among others, Gudrun Ostby, who has concluded
that instead of the commonly used indicator for inequality—economic
inequality measured by the GINI coefficient—horizontal social inequality is
positively related to conflict outbreak.”! This finding supports Sen’s sugges-
tion that the coupling of cultural identities and poverty increases the signifi-
cance of inequality and may contribute to violence.”?

Social Factors

Several studies have identified different social characteristics to be signifi-
cant in the analysis of conflict: these characteristics are either associated
with it directly (like ethnic dominance), indirectly (working through the
economic, governance, or educational factors), or compounded with other
factors (like economic inequality with social fractionalization). For instance,
rebel groups in countries without an economic base on which to organize
themselves, like in Ethiopia, Eritrea, Uganda, or Rwanda, had to rely on
noneconomic means to mobilize and meet the needs of the insurgency.

One interesting conclusion is that societies that are characterized by eth-
nic and religious diversity are safer than homogeneous societies, so long as
they avoid dominance.”® Ethnic dominance, together with social fraction-
alization, is found to be associated with conflict onset.”* Social fractional-
ization and horizontal social inequality are positively related to conflict
outbreak, and variables for ethnic polarization, inter-individual inequalities,
and combined ethnic/socioeconomic polarization are not significant.”
Other studies restrict ethnicity relevance mainly to increase in risk of (eth-
nic) wars in countries with alluvial diamonds, especially poor countries.”®

A recent survey done in Africa by Edward Miguel and Daniel N. Pros-
ner reinforces the need for a multivariable approach regarding the analysis
of the ethnic factor in conflict studies; it shows that (1) only 41 percent
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of twenty-four thousand respondents rank their ethnic group as their most
important associational membership, and (2) the source of this ethnic iden-
tification lies both in exposure to competition for jobs in the nontraditional
sectors and in disputing political power such as by participating in a com-
petitive national election.”” Furthermore, over this same issue of ethnicity
Alberto Alesina et al. identifies that

in general it does not matter . .. whether ethnic differences reflect physical
attributes of groups (skin color, facial features) or long-lasting social conven-
tions (language, marriage within the group, cultural norms) or simple social
definition (self-identification, identification by outsiders). When people per-
sistently identify with a particular group, they form potential interest groups
that can be manipulated by political leaders, who often choose to mobilize
some coalition of ethnic groups (“us”) to the exclusion of others (“them”).

And that

politicians can also mobilize support by singling out some groups for persecu-
tion, where hatred of the minority group is complementary to some policy the
politician wishes to pursue.’®

Finally, two other relations have been identified: population size is positively
associated with conflict onset, as it is easier to reach the threshold of conflict
deaths;” and higher concentration of population corresponds to a lower
risk of conflict, as it is easier for the state to provide security.5

On the economic and governance side, GDP per capita growth has been
found to be inversely related to ethnolinguistic fractionalization, and ethnic
and linguistic fractionalization has been associated with negative outcomes
in terms of quality of government whereas religious fractionalization has
not.8! William Easterly and Ross Levine have identified that Africa’s ethnic
diversity tends to slow growth and reduce the likelihood that good policies
will be adopted.?? Of the education indicators, secondary school enrollment
has been found to be significantly associated with reducing the onset and
duration of conflict.8% Other social variables, such as health or housing, do
not produce significant results in some of the tests, with the exception of the
infant mortality rate, which is frequently referred as a good indicator of a
country’s level of health or development.

Surprisingly, diasporas have been found to be statistically significant in
relation to conflict renewal, and it should be stressed that such a result is
not related to the intensity of the conflict.3* One hypothesis put forward to
explain this relationship is that diasporas are a source of funding for rebel
movements; however, it is not clear how and why diasporas, namely refugees
from civil wars living in industrialized nations, have the capacity or interest
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to finance rebel movements in their home countries. For their part, gen-
der issues are rarely mentioned in relation to conflict. Data unavailability
is certainly a major limitation here, but such information could be useful
for understanding the broader patterns of violence. For instance, data on
domestic violence might denote male and female tensions over their social
positioning and circumstances, and could provide information about the
degree and trends of violence in a country.

Furthermore, patterns of migration, whether as refugee movements or
not, seem to correlate with conflict only when there are neighboring coun-
tries at war. However, in this case, the explanations found are either political
ones or else relate to rebels operating in more than one country. Also, rein-
tegration policies for ex-combatants can help to reduce the availability of
individuals with particular knowledge accumulated throughout the conflict.

More broadly, social capital, defined as the intangible assets available to
individuals as a result of their membership in groups, has been identified
as a primary factor in determining social processes.85 A report by the World
Bank in 2000 distinguishes between three different types of social capital, all
deriving from the concept that membership in groups is important for devel-
opment: (1) bonding social capital—that is, strong horizontal ties between
members, which is important for resource sharing and security; (2) bridging
social capital—those horizontal ties that connect individuals more weakly,
which is still positive for sharing of information and resources not available
from within a country; and (g) linking social capital—the vertical ties between
groups for access to markets and resources not otherwise available.36

Finally, other less quantifiable processes or characteristics, such as a coun-
try’s traditional rules and norms, reliance on and characteristics of leader-
ship, levels of trust, rules regarding marriage and its significance, linguistics,
networks of formal and informal influence, social support networks (and
how, for example, HIV/AIDS is destroying them), behavior and attitude
toward animals, as well as many others, have all the potential of being infor-
mative about the dynamics of conflict.

Geography

There are specific geographic conditions that favor the activity of rebels and
determine their strategies for gaining control over resources. The climate
and in particular the resulting environmental conditions affecting liveli-
hoods, have been found to be of particular relevance in determining the
likelihood of conflict. Among these geographic factors, the one that has
been found by some studies to have an influence on the duration of conflict
is forest cover.8” Another notable variable is proximity to key urban areas; in
fact, the further a conflict is from the capital, the longer it lasts.?® Although,
intuitively, mountainous terrain would seem to provide a useful hiding place
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for rebels, it does not appear to be statistically significant. Nor is the exis-
tence of communication channels highlighted in the literature, apart from
the possible effect that roads may have on the military’s capacity to suppress
arebellion. The level of communication of information—namely, the extent
of its penetration into remote regions—could also be of interest, as some
studies highlight the finding that a concentration of population decreases
conflict. One possible explanation of this finding might be that since poor
people are normally less well informed, if rebels are organizing a violent
action, the overall quality of information and perceptions about griev-
ances and opportunities will be vital for the success of the techniques of the
recruitment process employed by the insurgents. Techniques of manipula-
tion of perceptions through the use of information and propaganda, both
by rebels and government, will impact the decisions that people will make
whether to adhere to or support a side in the conflict.

Other geographic features, such as adverse weather conditions, sea-
sonal flooding, droughts, arid land, lack of water, low quality agricultural
land (with low productivity), and deforestation, are rarely referenced in the
literature. This may be due to the fact that they are associated only with
minor violence or, more likely, that the effect of these conditions is proxy
for the use of the standard economic variables of income. For instance, with
drought or flooding the economic activity of the country will decline and
such will be captured in the GDP. This is the case with rainfall, which has
been found to be statistically related to conflict in sub-Saharan African soci-
eties, measured by the resulting economic conditions.%?

Also relevant to the generation of conflict is the type and distribution
of natural resources and the possible strategies for gaining control of them
(through conflict) in comparison with their value. Strategies for control will
depend on the extent of the state’s presence in the region, the concentra-
tion of the target resources, whether they are lootable or not, if they are
obstructable, and the payoff from control of the resources. The latter will
be greatly determined by (a) the value-to-weight ratio, meaning that, for
instance, a gemstone may have a high value but little weight, making it eas-
ily transportable to market; and (b) the technology cost of the extraction
process, which is related to the amount of investment and the complexity of
operations necessary to acquire the resources. For instance, the complexities
associated with operating deepwater oil wells makes it impossible for non-
professional operators to access the oil, in contrast with alluvial diamonds.?

History

Time elapsed since last conflict is the most relevant variable in predicting the
reemergence of conflict. In addition, insofar as the dynamics of conflict are
concerned, directly after a civil war there is a higher probability for a conflict
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to resume, which likelihood then declines over time.%! This can be explained
by the gradual depreciation of “war capital” as time passes, both physical capi-
tal (e.g., weapons) and human capital (e.g., an established rebel group). Also
to be taken into account is the progressive fading away of conflict hatreds and
the inevitable changes from a wartime to a peacetime economy.

Nevertheless, frequently it is the long narrative of a society that tends to
determine current processes. One historical factor studied in the literature
is whether and how the colonial legacy has affected the varied institutional
settings (the formal and informal mechanisms a society deploys to manage
its tensions) of different countries. For instance, James Robinson highlights
how, historically, land was not scarce in Africa, and therefore there was no
pressure for the development of property rights.”? Also, during the colonial
era, boundaries were determined top down by the colonial powers over the
negotiation table, reinforcing the lack of pressure for the development of
state administration to secure territory. After independence, the United
Nations, the Cold War, or the concern for territorial integrity would stop
any issues from arising over borders in Africa. This perspective on history
contributes to an explanation of the reduced pressure for the development
of institutional settings and instead of the reinforcement of the “personal
rule paradigm.”93

Less quantifiable factors affecting the incidence of conflict are the coun-
try’s more remote history. For example, past incursions into territories or
invasions by others, national or ethnic heroes, traditional strategic alliances,
symbolic historical moments, and so on can provide a more “in-depth” body
of “subjective” information that can shape the underlying attitudes and
behaviors in the present.94 The same consideration applies to the broader
understanding of how regional or world history can shape decisions in the
present. As George Orwell asserts in his book Nineteen Eighty-four, whoever
controls the present controls the past, and whoever controls the past con-
trols the future; Orwell goes on to describe some dynamics of becoming
“more equal than others” in his book Animal Farm.%

In summarizing the critical dynamics of the process of conflict, the main
motive for violent conflict seems to be the need to exercise control in a
context of poverty. In such cases, we have two extreme kinds of people who
are more prone to violent conflict: first, those who have almost no control
over the circumstances of their lives, who are living in extreme poverty, who
might take part in rebellious activities; and second, people who are in posi-
tions to exercise almost absolute control over their own and others’ lives,
such as an elite in an authoritarian regime, who might take part in rebel-
lions or become involved in coups. This relationship is symbiotic.

The assessments made by either group in taking action are: (a) time
and trend dependent—that is: (1) dependent on the instability of control
or the volatility of the revenue from resources, such as negative shocks to
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Figure 16.1. Main factors associated with peace and conflict in countries rich in
mineral resources or dependent on commodity exports.

agricultural commodity prices, which can result in both increased poverty
and the instability of the political center, and (2) dependent on expecta-
tions for the future, such as for continued positive or negative economic
growth; and (b) based on the viability of conflict—namely, how much can
be gained in return from a rebellion or coup, as determined by (3) ongoing
domestic and foreign finance during the conflict, (4) the capacity to main-
tain a conflict group, (5) the likelihood of failure (effective state resistance
or the probability of death), and (6) the prize of victory.

Within this assessment, a possible dynamic process focused on the oppor-
tunity costs of absolute and relative grievances involving the two groups
identified above, wherein the opportunity cost to fight is low if there is too
little or too much to lose. Normally, with too little to lose (having virtually
no control over one’s livelihood), violence is channeled through rebellions,
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and with too much to lose (having virtually complete control over one’s
livelihood) violence is channeled through the state or paramilitary forces.
There is an “equilibrium” point at which a form of “soft warfare” takes place.
In such a case, both absolute and relative grievances are kept in check with
some level of violence, crime, or repression (perhaps classified as a “peace
episode”), corresponding to a country’s specific combination of social griev-
ances and institutional arrangements.

The onset of more violent conflict (i.e., when the “equilibrium” is bro-
ken, and the situation moves into a “conflict episode”)—hard warfare—is
triggered by an unfortunate combination of such diverse factors as poverty,
income shocks, the financial viability of fighting, the potential of group
cohesion, the instability of the political center, and a weak state apparatus,
or by an individual or group capacity to formalize, speculate, or capitalize on
these factors.9% In this case, the situation can move to a higher level of vio-
lence (e.g., coups, civil wars, or separatist movements) until either victory or
a settlement is achieved (indicating a return to “soft warfare equilibrium”);
or it could even move to a state of “hard warfare equilibrium,” which can
only be broken by a change in the military and financial viability of fighting.
Collier, Hoeffler, and Soderbom found that “both peace and civil war are
highly persistent states.”7

There is, however, another type of “equilibrium,” or what has been called
“soft peacefare,” a condition of less inequality, where the likelihood of
rebellion is virtually nil and the extent of state violence (human and civil
rights violations, for example) and incidence of nonstate violence (crime)
decrease significantly (as can be seen in some industrialized nations).”® The
alleviation of the tensions of “soft warfare” in developing countries could
mean increasing the opportunity cost of fighting, necessarily through a
decrease in relative grievances (e.g., decreasing corruption or rent seeking)
and absolute grievances (e.g., improvements in the Human Development
Index or a decrease in the percentage of the population living below the
poverty line).
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The Politics of Oil and
Development and Visual Metaphors of
the Crisis in Nigeria’s Niger Delta

ADERONKE ADESOLA ADESANYA

Introduction

Nigeria’s Niger Delta is an engaging phenomenon in view of its history, com-
plexities, paradoxes, and challenges. Although much has been discussed in
the existing literature about the region, it has continued to generate fresh
debates and new issues over the politics of representation, the politics of
oil, and the appropriation of political space and control of conflict theaters
by a select few. With this contextual background, in this chapter I examine
the situation of Niger Delta women, especially the rural poor, and how their
art mirrors this situation and the oil conflict in the region. I will structure
my arguments around five key issues: First, I provide an overview of what
is known about the Niger Delta (ND), in particular its history of violence
and unrest, and a characterization of the different politics that have marked
the region’s struggles. Second, using images that explicate and articulate
my arguments, I will identify what is largely ignored in the ND crises to
which some artistic representations point, and explain why. The muting of
the female voice in the ND, the underdevelopment of women, and their
omission or underrepresentation in policy and intervention concerning the
region are tangential issues that have not been discussed in the context of
resolving the ND crises. Third, I shall underscore the importance of address-
ing this largely ignored segment of the Niger Delta, and my argument will
interface with the conflict economy that has emerged in the region, as well
as the amnesty program instituted by the federal government of Nigeria in
August 2009 to grant state pardon to militants in the Niger Delta. Fourth, I
will attempt to outline the complications that are apparent in the ongoing
amnesty project and how the current efforts by the Nigerian government
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may not abate the crisis in the area. Finally, I will discuss the fragility of hope
in the region, the implications of compromising and undermining signifi-
cant vulnerable groups, especially women, in the Niger Delta population,
and the overarching importance of this phenomenon for globalization and
sustainable development. The issues of peace, development, and the influ-
ence of globalization in the region cannot be comprehensively addressed
without factoring women into the overall equation. Moreover, both devel-
opment and globalization are ideological battlegrounds where power and
resources, among other things, are contested by many actors and won by the
privileged few. Power controls and shapes development as it does globaliza-
tion. Those who have it dispossess, delegitimize, disenfranchise, and even
demonize others in order to maintain their hegemony, as is clearly observ-
able in the Niger Delta.

This chapter benefits from existing literature, archival records, and direct
field investigation. A lot has been written on the Niger Delta, and in addi-
tion to presenting an overview, I set forth new arguments and proffer a way
forward. The arguments are advanced within the context of two theoretical
models: greed and grievance theory as canvassed by Paul Collier and Anke
Hoeffler and patriarchy.1

The Niger Delta Paradox: Resource Wealth and Resource Curse

The Niger Delta is a region of geopolitical significance to Nigeria in view
of the oil wealth it generates (see fig. 17.1).2 This wealth, derived from oil
exports, has made the Nigerian economy heavily dependent on the oil sec-
tor, while underscoring the country’s importance to the world oil economy.?
The oil-rich region is also a tension zone and is at the center of contempo-
rary Nigerian politics, especially as major political upheavals emanate from
this conflict hub or are indirectly connected to the confrontations experi-
enced elsewhere within the country. Since the time when oil was discovered
at Oloibiri in 1956 by Shell Petroleum Development Company, Nigeria has
experienced a mixture of blessings and curses arising from its oil wealth.
Confrontations between the Nigerian state and the people of the ND are
commonplace, and the literature has documented the various dimensions
of conflict in the region.*

The root cause of the unrest in the ND has been identified as the high
level of environmental degradation that occurs as a result of oil explora-
tion and exploitation and the sheer neglect of the area in spite of local
outcries for the state to intervene. These issues, above all others, have led
to repeated demands by the people in the ND on both the federal govern-
ment and multinational oil companies operating in the region, including
Royal Dutch Shell and Chevron Corporation, to ameliorate the prevalent
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Figure 17.1. Map of Nigeria showing its six geopolitical zones. The Niger Delta
states are in the South-South (Akwa Ibom, Bayelsa, Delta, Edo, Cross River, and
Rivers), the Southwest (Ondo), and the Southeast (Abia and Imo). Map courtesy of
Aderonke Adesanya.

dehumanizing conditions, poverty, and suffering. Critics charge the oil com-
panies with responsibility for widespread pollution including oil spills, toxic
waste dumping, and excessive gas flaring, all of which constitute great haz-
ards to the region’s people.

Indeed, one could say that greed (i.e., “profit maximization”) alone goes
a long way toward explaining the actions of the oil companies in the way
they externalize their waste to reduce their operating costs. Max Spielbi-
chler has argued that “the most probable reason” for companies’ dumping
of “their waste in the delta for the past 50 years is to reduce their cost of
production. Externalizing is when a firm is pushing its costs off to a third
party, so in this case, the oil companies are pushing the costs of taking care
of the waste off onto society, which has disastrous effects on population and
environment.” No serious attempt has been made either by the oil compa-
nies or by the federal government to stop the environmental degradation
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and clean up the oil spillage. Observers and analysts blame the oil spills on
poor maintenance of pipelines (that become corroded after protracted use)
and other infrastructure weaknesses. Other dangers result from deliberate
vandalization of equipment. The scale of pollution and environmental harm
has never been properly assessed; figures vary considerably depending on
sources. However, it is widely acknowledged that the number of spills each
year is in the hundreds.5

To cushion the effects of the loss of land and livelihood and to guard
against the threat of food insecurity, the Nigerian government has been pres-
sured at various times to ensure that adequate resource allocation, commen-
surate with what the region contributes to the national treasury, be given to
the ND for necessary development. To date, in spite of the many entreaties
and the successive agitations that have occurred, the region lays in waste,
denuded of its natural resources. It is arguably now the least developed of
the geopolitical regions in Nigeria.7 Indeed, the degree of neglect confirms
the reality that the people there are impoverished amidst great wealth. In
addition to neglect, the massive pollution constitutes a major threat to food,
health, and human security.

Embattled on all fronts, the people of the ND are being pushed to the
limits by the dehumanizing and hazardous conditions in their immediate
environment. As a result, their anger over the high degree of corruption
and looting of oil wealth (which could have been used for development
and to save the inhabitants from peril) has raised the level of tension in an
already tense region. It was apparent since the early 19gos that the agita-
tion of the ND people would eventually erupt in violence. Several warnings
were sounded against the apathy displayed by the Nigerian government.
For instance, a year before the events of September 11, 2001, the US State
Department in its annual assessment of global terrorist threats identified the
Niger Delta—the geographic heart of oil production in Nigeria—as a breed-
ing ground for militants, noting the “impoverished ethnic groups” who had
already been involved in numerous terrorist acts (e.g., abductions, hostage
taking, kidnapping, and extrajudicial killings).

As predicted, a spate of violent reactions from different groups and stake-
holders, including restive youths in the region, has created continual unrest
within the country. Young militants, obviously irked by the gross neglect and
indifference shown by the federal government, have repeatedly vandalized
pipelines and engaged federal troops in a series of battles in the creeks.

From the foregoing, one could deduce that grievance against the Nige-
rian state for its inattention to issues of the region’s development is the
underlying factor motivating the militants. However, later actions that
involve hostage taking and oil bunkering are symptomatic of the theory
of greed.9 “Greed” here is shorthand for the argument that combatants
in armed conflicts are motivated by a desire to better their own situation
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and thus perform an informal cost-benefit analysis in deciding whether the
rewards of joining a rebellion are greater than what might be lost from not
joining. This is different from grievance, which may arise from injustice or
tyranny visited on a group, community, or region, and could cause militants
or combatants to launch a rebellion or revolution. Grievance stands for the
argument that people rebel over issues of identity—ethnicity, religion, social
class, and so on—rather than over economics.

Given the scenario that oil-related crime and criminality now pervades
the region, whereby politicians, soldiers, and militants alike compete for
control of the oil for personal gain, the rebels have since abandoned their
initial grievance motivation. Statistics that support this view are staggering:
The International News Service Agency reports that in the course of their
struggle, the militants have kidnapped hundreds of people and carried out
attacks on numerous oil installations. The Niger Delta Technical Commit-
tee—a forty-five-person body established by the federal government to seek
a solution to the Delta crisis—found that in 2008 alone, three hundred hos-
tages were taken and about one thousand people are estimated to have been
killed in violence committed by the Delta militants.!® Hostage taking and
attacks on oil pipelines continued into 2009, with victims including civilians,
celebrities, and relatives of businessmen.11

To intensify the effect of their rebellion, the militants in June 2009 moved
farther south to attack oil stations in Lagos, to the chagrin of the Lagos state
government and indeed other Yoruba groups who felt that the attack was mis-
guided. They unequivocally condemned it and warned that a repeat of such an
act would generate an unprecedented strong reaction. Basically, the sympathy
that the Niger Delta people received from those in other regions, particularly
in the Southwest, eroded in the wake of the attacks on oil stations in Lagos.
In the same month, the federal government extended an olive branch to the
restive youths in the region promising them amnesty if they would surrender
their guns and ammunition to assigned centers in the nine ND states. The
amnesty program ended in October 200q. Although some rebels responded
and surrendered various weapons, many observers question the sincerity of
both parties, that is, the government and the militants.

I shall return to the issue of amnesty later in this chapter. Suffice it to say
that four major political issues come to the fore in the Niger Delta crisis,
apart from the aforementioned degradation of land and the indigenous com-
munities’ loss of livelihood—namely, territoriality and identity, marginaliza-
tion, self-determination, and resource control. Resource control is the quest
for autonomy and power by a people to administer the economic resources
within their geographical, political, and cultural space. From the viewpoint of
the Niger Delta people, it exemplifies their struggle to gain autonomy, to con-
trol the exploitation of oil in the region, and to have a substantial part of the
income generated from oil prospecting used to develop the area.
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The periods before and immediately after oil was discovered in the Niger
Delta region were characterized by the politics of territoriality and identity.
The politics of territoriality manifested itself in the confrontations between
groups, principally the Jjaw and the Itsekiri. Prolonged internecine wars
broke out between these groups over land allocation and dividends of devel-
opment. The Ijaw, the most dominant group in the Niger Delta and largely
domiciled in the creeks, had accused the Itsekiri, who live on the land, of
being unduly favored by the government above other ethnic groups in the
region. The Jjaw believed that owing to their sheer numbers, they deserved
to have greater access and control over social benefits. Their struggle waned
after the two groups decided that their common enemy was the government
and that all groups in the region were grossly neglected; as a result, pressure
groups emerged in different parts of the region to pursue a pan-Delta agenda
for reclamation, restoration, resource control, and an end to official neglect.
The politics of identity began in the late 1gros after the discovery of oil as dif-
ferent groups laid claim to the Niger Delta region in view of the prospective
oil revenues that would necessarily accrue to groups that resided within the
territory. Historically and cartographically, the original Niger Delta currently
comprises six Nigerian states: Akwa Ibom, Bayelsa, Cross River, Delta, Edo,
and Rivers. The region was expanded in the year 2000 by former President
Obasanjo to include three other states, namely Abia, Imo, and Ondo. The ral-
lying point of these states is that they are oil-producing communities and thus
deserve percentages from the federal government. The Nigerian government
granted the states oil revenues of 14 percent as against the 27 percent they
demanded, but the clamor for greater revenue has not stopped.

The leading figure in the campaign protesting political marginaliza-
tion was Ken Saro-Wiwa, the late environmental activist, who along with
others (popularly known as the Ogoni Nine) became victims of judicial
murder during the regime of General Sanni Abacha, Nigeria’s enfant ter-
rible, authoritarian leader, and maximum ruler. Saro-Wiwa and his com-
patriots, championing their people’s cry of having endured many years of
gross neglect and underdevelopment, formed the formidable group called
Movement for the Survival of the Ogoni People (MOSOP) in 1992. Under
the aegis of MOSOP, they called on the Nigerian state to end the political
and economic marginalization of the Niger Delta, make good the (empty)
promises of the 1g70s and 1980s, and cease the escalating military repres-
sion taking place in the region. The challenge was a costly confrontation
with Abacha’s despotic regime. State-sponsored violence worsened in 1994
causing more than two thousand civilian deaths, the internal displacement
of more than one hundred thousand residents, and the destruction of at
least thirty villages. In the context of the protests, violence, counterviolence,
and military repression, Ken Saro-Wiwa and his group were framed for
the gruesome plot that claimed the lives of four Ogoni chiefs. They were
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tried without fair hearings and sentenced to death by hanging on Novem-
ber 10, 2005. Their executions ended their quest for the actualization of
their dream of an emancipated Niger Delta and truncated the advancement
of the MOSOP’s ideology.12 But the politics of marginalization did not die
with the exit of those who conceived the idea within the Niger Delta theater
of conflict. Rather, the movement gained momentum in later struggles by
other stakeholders in the region. It is this ideology that influenced the cam-
paign of the South-South people and their demand for equity, fairness, and
justice in the administration of the Nigerian state. The politics of marginal-
ization is underscored by the way policies inimical to the progress and devel-
opment of the Niger Delta are made by Nigeria’s majority ethnic groups
against the interests of the region’s minorities. Iyenemi Wokoma captures
the situation in an essay on women’s nonviolent protests in the ND:

Nigeria is a monocultural economy that relies on oil as the main source of its
revenue. Nearly all of the nation’s oil reserves are found in the Niger Delta
or the South-South geopolitical zone, which is primarily inhabited by ethnic
minority communities of southern Nigeria, including, among others, the Ijaw,
Ibibio, Efik, Bini, Urhobo, Itsekiri and Ogoni. Yet, decisions concerning owner-
ship and/or allocation of the revenues derived from oil are made in a National
Assembly where, together, the three major ethnic groups (Hausa-Fulani, Yor-
uba, and Igbo) amongst Nigeria’s approximately 50 ethnic nationalities form
a collective majority. Since independence, agitations by the indigenes of the
Niger Delta region have centred on guaranteeing fairness and equity in the
distribution of political power and economic resources.!?

The politics of self-determination began in the late 1ggos through the
struggle of the Ijaw against the Nigerian state over unbridled exploitation
of their land.'* The Ijaw in Bayelsa State began a conscious struggle for self-
determination and resource control with the formation of the Ijaw Youth
Council (IYC) and the issuing of the Kaiama Declaration. They called for
the suspension of operations and withdrawal of the oil companies from Ijaw
territory. They commemorated the struggle with what was known as Opera-
tion Climate Change in December 1998. The government saw this as a chal-
lenge to its sovereign authority and moved its troops, numbering over ten
thousand, to occupy Bayelsa and Delta states in order to contain the protest-
ing IYC. The military occupation of these regions resulted in grave casual-
ties.!5 Concurrent with the politics of self-determination is the politics of
marginalization. Indeed, one could argue that the latter gave rise to the for-
mer in the sense that the quest for self-determination was informed by the
refusal of the Nigerian state to grant the Niger Delta people any meaningful
recognition within the nation’s polity and to enable them to enjoy the enor-
mous wealth that their communities contribute to the state.
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The politics of resource control—that is, direct political power by the people
of the area in question over resource production, management, and utilization,
in order to ensure regeneration of the environment and overall sustainable
human development—is an offshoot of the politics of self-determination. The
latter concerns conscious efforts by Niger Delta peoples to confront the reality
of inequity in the oil-revenue-sharing formula of the Nigerian state and demand
change. When the revenue sharing began in 1958, the ND region received a
50 percent share. However, things took a downward turn; from 1968 to 1989
the states in the region earned as low as 10 percent. Resistance and agitation by
local people had some impact on the federal government, which raised the stake
from 10 percent to 14 percent (see table 17.1). However, the increased alloca-
tion still did not appear commensurate to the degree of decimation observable
in the region and did not translate into any meaningful development. Thus,
having realized that the Nigerian state was not ready to accede to their request,
and in view of the fact that the control of all petroleum activities and revenue
generation is vested in the Nigerian state by virtue of the Petroleum Act of 1969
and Section 40(g) of the 1979 Constitution of the Federal Republic of Nigeria,
ND stakeholders began campaigning for greater involvement of the region in
determining how national oil revenues are shared. Indeed, in tandem with the
concept of resource control, the people demanded autonomy to control what-
ever is generated from oil prospecting within the oil-producing states. Itse Sagay
sheds further light on the concept:

While resource control should naturally result in increased revenue from the
proceeds of the resource for the communities where it is located, the more
important aspect of this concept is the involvement of the communities in the
actual control and management of the resource. It is about the right of states
and communities most directly affected to have a direct and decisive role in
the exploration, exploitation and disposal, including sales, of the resource.
The argument for resource control is that it is those who live with the devas-
tating consequences of irresponsible exploitation practices who must control
the method and management of commercial production to ensure an environ-
mentfriendly production process, elimination of pollution, protection of the
land, forests, rivers and atmosphere.]6

To the four major political issues discussed above, I add the politics of
development, a concept that describes the activities of the federal govern-
ment, leaders in the ND states, and youth militants, and through which I
question the genuineness of the actions of all stakeholders on the one hand,
and the appropriateness and effectiveness of various interventionist devel-
opment projects on the other.!” The argument being advanced here is that
the federal government of Nigeria as well as the stakeholders and militants
in the Niger Delta have, thus far, been playing varying degrees of politics
when it comes to regional development.
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Table 17.1. Nigeria’s oil-revenue-sharing formula, selected years, 1958-2001
(percent)

Special Derivation
Year* Federal State Local projects formula**
1958 40 60 0 0 50
1968 80 20 0 0 10
1977 75 22 3 0 10
1982 55 32.5 10 2.5 10
1989 50 24 15 11 10
1995 48.5 24 20 7.5 13
2001 48.5 24 29 7.5 13

* Indicates period when oil revenue—sharing formula was implemented (1958) and reviewed
(1968-2001).

** Annual percentage; for example, the oil-derivation-sharing formula was 50 percent in 1958,
but was then reduced drastically (e.g., to 13 percent in 2001).

It is significant to note the change in the allocation curve. From 1968 forward, more of the
revenue went to the federal government’s coffers than to the states’. This is a root cause of
conflict between the Niger Delta region and the Nigerian government.

Source: Federal Republic of Nigeria, Official Gazette 96, no. 2 (February 2, 2009).

On several fronts, the government has been criticized for being more con-
cerned with safeguarding the interests of multinational corporations operat-
ing in the region than with securing the health and wealth of its people. While
this is understandable from a business standpoint as the oil companies are in
a joint venture with the Nigerian National Petroleum Corporation (NNPC),
thus tying the government’s fortunes to those of the companies, an attack
on any of the multinational oil companies is perceived by the government
as an attack on the state and its financial base. The government has there-
fore promptly responded to such attacks by ordering troops to contain the
militants in the Niger Delta. It did so in May 1994 when it sent in troops and
unleashed brutal repression on the Ogoni people. Later that year, in Novem-
ber, a massacre occurred at Odi in Rivers State. In order not to be seen as
repressing its citizens, to douse the tension in the region, and to create an
enabling atmosphere for the MNCs to work, President Olusegun Obasanjo’s
regime established the Niger Delta Development Corporation (NDDC) in the
year 2000. The NDDC was to replace the comatose Oil Mineral Producing
Areas Development Commission (OMPADEC), which was set up in 1989 to
enhance development in the oil-producing communities. It was funded with
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g percent annual allocation from the federal budget but yielded little or no
development. The government also set up the Petroleum Trust Fund (PTF)
on March 21, 1995, to finance infrastructure projects. The PTF gets a certain
percentage of the profits from the local sale of refined petroleum products.
Unlike OMPADEC, the PTF was not intended to cater exclusively to the oil
communities, but undertakes projects in all parts of the country. The oil com-
munities themselves, however, clearly did not consider OMPADEC and PTF to
be sufficient. OMPADEC in particular was criticized for its wastefulness, mas-
sive mismanagement, and corruption.

The failure of OMPADEC led to the formation of the NDDC. It was hoped
that through this agency, most of the concerns and demands of the people
from the region would be met. But very little has been achieved since its
inception. The Ministry of Niger Delta Affairs (also known as Niger Delta
Ministry) was also created in 2008 by former president Umaru Yar’Adua
(with the NDDC becoming one of its units). This, too, has failed in terms of
matching the realities and expectations of the region’s embattled peoples;
indeed, they see the NDDC and the ministry as “white elephant” projects.
Concerning the activities of the ministry, the editorial comment of the Van-
guard of July g1, 2009, puts it succinctly:

Efforts at redeeming the damage done to the Niger Delta region are increas-
ingly becoming facades, charades and circuses—government actions consis-
tently fail to match the intent of those acclaimed efforts. The activities of the
Ministry of Niger Delta Affairs, starting from the location of its headquarters
in Abuja, rather than the ravaged Niger Delta, serve as premium examples of
how the Federal Government develops the Niger Delta with words.!8

The editorial notes that the ministry, under the leadership of Chief Ufot
Ekaete, instead of hosting its multimillion-dollar project (which it tagged
the Job Creation Fair/Training Expo 2009) somewhere in one of the nine
states in the Niger Delta, held it at the International Conference Center,
Abuja.!” The choice of a venue outside the Delta seriously marred the initia-
tive since those meant to benefit from the exercise could not even afford to
travel to Abuja. Had the fair been held in state capitals of the Niger Delta
states (e.g., Akure, Yenagoa, Calabar, Asaba, Benin City, Owerri, Port Har-
court, Uyo), many of the job seekers would have been able to participate.
Having summarized the collective travails of the peoples of the Niger Delta,
I will now turn to what has been ignored in the struggle.

Imaging and Imagining Gender and Development in the Niger Delta

In the vanguard of the movement to end exploitation of the Niger Delta
and of the quest for self-determination are the leadership of communities
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and militant youths, predominantly men. Men, more than women, occupy a
central position in the ND’s struggles. Yet, it must be said that the problems
at issue impact women as much as men, and that women, too, have staged
protests at various times to condemn the precarious conditions in the region
and to demand chamge.20 The history of women’s struggle and movement in
Nigeria is well documented, especially in the excellent studies by Nina Mba
and Bolanle Awe.?! Taking their cue from examples in other parts of the
country, ND women have adopted a nonviolent approach to bringing posi-
tive changes to their environment. Literary and artistic works have com-
mented on the nonviolent protests these women have staged. For instance,
Bruce Onabrakpeya’s Nude Protest (fig. 1%7.2) is a visual commentary on a
typical revolutionary protest in which women marched through the streets
naked to the site of an oil company to decry the environmental pollution
of the ND and the denial of jobs to ND indigenes in the oil companies
operating in the region.22 In representing the neglected communities in
the context of development and interventions in the Niger Delta, they
chose to act based on their solidarity with these communities; the particu-
larities of their needs as caregivers, and their vulnerability during and in
the aftermath of conflict.

In dealing with the issue of women in the Niger Delta, I will first set forth
the parameters of my assessment lest this argument be categorized along
with those dismissed by Olufemi Taiwo as advancing a prima facie oppres-
sion of women.2> Women are not a homogeneous group, and their experi-
ences at different places and times are not monolithic. Even when they live
within the same areas, variations in their experiences and socialization do
occur, based on such factors as class.

Guided by these considerations, I will delineate those women I view as
being subjected to hardship in the Niger Delta. These are the poor rural
women of the oil-bearing communities who are the focus of several existing
studies that have confirmed the precarious conditions in which they live.?*
The experiences of men and women are not the same. And there is a big dif-
ference in the daily experiences of poor rural women in comparison to those
of the female elites. Thus, in view of these differences, ignoring or under-
mining the rural women who suffer most in the Niger Delta crises invari-
ably subjects them to the double jeopardy of denial and pain—in terms of
their vulnerability and the indignities they have undergone. Indeed, it could
be argued that these women suffer more than anyone else in the calami-
ties, dislocations, exploitation, and land degradation afflicting the Niger
Delta. To cite just one example, oil spillage, this recurrent problem leads to
scarcity of basic amenities, which in turn creates physical and psychological
trauma for women. When there is no drinking water and water for cooking,
washing clothes and dishes, bathing, and doing other household chores,
women are thrown into chaos. They must seek alternatives for meeting their



Figure 17.2. Nude Protest by Bruce Onabrakpeya (media: plastograph). © by the art-
ist, reproduced with permission.
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basic domestic needs and the requirements of those to whom they cater in
their homesteads.

Even these daily discomforts are negligible compared to the deepening
crisis engendered by other fallouts of oil spills and oil exploration mishaps.
When these occasion grave loss of livelihood, the women and their vulner-
able dependents are hardest hit. They have to seek other avenues for survival,
which may mean migrating to other regions within the country or to other
countries in search of menial jobs; or worse, to the commoditizing of their
bodies such as when girls resort to prostitution or child labor. With such nega-
tive impacts on their health, pregnant women end up giving birth to children
with congenital defects. And worse still, in the midst of the frequent confron-
tations between militants and federal troops over territorial space, women and
girls, especially those living in villages, suffer at the hands of invading soldiers
who seek out women and girls to sexually assault. The militants, whose offen-
sives attract government reprisals, often escape to hideouts in the creeks leav-
ing women, children, and the aged at the mercy of irate soldiers.

The question thus arises: if women suffer so much, why are they not taken
into account in the efforts to bring lasting peace to the Niger Delta? A num-
ber of reasons could be adduced. One reason is their lack of voice and out-
right denial. Their protests are largely ignored, and this official neglect is
underscored by women’s lack of access to the structures of development. In
view of the patriarchal society in which they live, it is difficult for women to
access the opportunities that male-dominated pressure groups obtain from
government or from multinational oil companies. Unless the power struc-
tures within the region are reformed, resistance approaches employed by
women will continue to be less effective than those by men.

Pivotal to my discussion are two artworks (figs. 17.3, 17.4 and 1%.5) that fore-
ground the nexus between art and the politics of oil and development in the
Niger Delta. During one of my visits to the Niger Delta area, I saw two sculptures
of note among the garden statuary created by art students of Delta State Uni-
versity, at Abraka. I was struck by their visual power as carriers of meaning; their
apprehension and representation of time; their articulation of the social reality
of the Niger Delta region; and their codification of the notions of power, poli-
tics, and gender. Art, above everything else, has always provided a viable window
for looking at various societies. As an art historian, I use artistic expressions to
understand phenomenon; examine communities; contemplate their nuances
and challenges, in order to tease debates on the moments and events that are
played out in such localities; theorize; and arrive at logical conclusions. Images
are subject to multiple interpretations, manifestations, and manipulations that
can be literal or metaphorical, implicit or explicit. As regards the interpretation
of art, meaning—that is, the message or idea in a work of art—can be derived
in two key ways: through the expressive qualities and aesthetics employed by the
artist, and its relationship to the social context in which the art piece was made.



Figure 17.3. Resource Control/Bunkering by Philip Nzekwe (media: metal, cement fon-
due). Photograph courtesy of Aderonke Adesanya, at Delta State University, Abraka,
Nigeria, January 2009.

Figure 17.4. Resource Control/Bunkering by Philip Nzekwe. Photograph courtesy of
Aderonke Adesanya, at Delta State University, Abraka, Nigeria, January 2009.
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Figure 17.5. Peasant Female by Benedicta Okotie (media: polyester). Photograph
courtesy of Aderonke Adesanya, at Delta State University, Abraka, Nigeria,
January 2009.

In looking at the two sculptures, I take a cue from the synchronic tradi-
tion, a Western formal criterion for studying art forms that evolved in the
mid-1900s and that advocates examination of artworks within their specific
historical and geographic contexts. The meaning for these two artworks
is drawn from the events that shape the socioeconomic conditions in the
Niger Delta region. These images articulate well the realities, paradoxes,
and complications of the Niger Delta situation. Although the images do not
fully represent the cultures in the nine states that make up the Niger Delta,
they explicate the nuances, differences, and similarities inherent in them.
They reference the prevailing conflict economy in the region, as well as gen-
der and class issues.

Figure 17.3, Resource Control/Bunkering, is a visual metaphor of dramatic
personae in the politics of oil in the Niger Delta. Chieftains of the ND com-
munities who have been identified in literature as a significant group among
those largely behind oil bunkering in the region typically dress in this fash-
ion.?5 Although generally Niger Delta adult males wear long shirts over
wrappers and fedora-style hats as traditional garb for special ceremonies, the
rows of beads on the neck of the sculpted figure are distinctive of leaders in
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the communities rather than any anonymous ﬁgure.26 Indeed, the artist did
not hint at the anonymous; his choice of visual idiom is deliberate to under-
score the fact that the affluent and influential are those responsible for the
chaos in the Niger Delta. The oil drums that the person drags behind him
(fig. 17.4) evoke his nefarious engagements and speak to the larger issue
of oil bunkering in the Nigerian state. Many oil bunkerers apprehended by
law enforcement agencies have been caught with truckloads of oil drums
stacked and being carted away to various destinations. Their illegal exploi-
tation of oil is well established in the literature. For instance a report by
Eghosa Osaghae et al. note that

from the coastal states of Nigeria, specifically in the swamps of the Niger Delta
in Delta, Rivers, Cross River, Akwa Ibom, Ondo, and Bayelsa States, large inven-
tories of stolen crude oil or petroleum products are typically trans-shipped
into larger ocean-faring marine vessels, waiting patiently on stand-by, either
mid-stream, or offshore, for their booty. In the hinterland, particularly in Abia,
Benue, Delta, Enugu, Edo, Kogi, Ondo, Lagos, and Ogun States, large invento-
ries of refined petroleum products (petrol, kerosene and diesel oil) are loaded
directly into tanker trucks from the point of deliberate rupture of petroleum
products pipelines that traverse the length and breadth of Nigeria.?”

Lastly, the oil pipes laid out behind the figure are visual codes that ref-
erence the vandalization of pipelines, a common practice in the region.
There is a broad consensus that a “crimogenic” environment has been cre-
ated in the Niger Delta with the sponsors being principally the political
class—namely, the leadership of the Niger Delta communities (chiefs and
traditional rulers), politicians, businessmen, police, and military person-
nel—all of whom struggle to control bunkering routes and illegally acquire
oil blocs.?® These people have been identified as powerful “shadow” parties
in the orchestration of violence and unrest in the region;? they sponsor
criminality to further their economic as well as political ambitions and spon-
sor crises because they profit from it. They incite militant youths to vandal-
ize oil pipelines, in order to draw the attention of both the state and the
oil companies and obtain privileges and favors. They are essentially conflict
entrepreneurs who profit from the chaos in the Niger Delta. For them, to end
the crises in the region is not an attractive option. The amnesty program
introduced by the Nigerian government in June 2009 threatens their hege-
mony. The gender makeup of these groups is predominantly male, with
negligible female participation. Hence, the artist Phillip Nzekwe has chosen
the male figure dressed in chiefly robes to typify and satirize the bunkerers,
the leadership, and the political class. Resource Control/Bunkering dramatizes
the oil politics in the Niger Delta and satirizes what was initially a collective
agenda and has now become a private and personal agenda of a few elites
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who appropriate resource wealth in order to increase their economic power
and political clout. It comments on the greed of a few (elite/political class)
and their access to capturable oil wealth.

The image Peasant Female showing a woman guiding a bicycle (fig. 17.5) is
an eloquent expression on the position of women in the Niger Delta region.
Before the oil boom, the region had a primarily agrarian economy, with
fishing and farming being its mainstays. Ever since the dislocation of the
traditional economy, more men have abandoned fishing and embraced the
modalities of the conflict economy as described above, while women have
continued their work in subsistence farming where it is still possible to do
so. In cases where few opportunities exist for women, they have looked for
other means of survival, sometimes within the communities and sometimes
outside. Because of the area’s patriarchal culture, women have had little or
no part in decision making, and thus have not been able to benefit signifi-
cantly from the interventions (palliative measures) coming through govern-
ment agencies and even through the multinational oil companies. These
companies also connive with community leaders to deny people their rights.
Isaac Albert notes in his study on emancipatory social movements that
women charged the leadership of the Niger Delta communities with being
too corrupt to be trusted with any information on civil protests because they
receive land royalties and bribes from oil companies.gO

The plight of women in the region is shaped by patriarchy.31 Taking a cue
from some feminist theorists on patriarchy, I argue that women in the Niger
Delta region have faced confrontations with the universe of men at different
levels, spaces, and situations.32 They experience patriarchy of culture, patri-
archy of religion, and patriarchy of colonialism.

Patriarchy of culture derives from traditional institutions headed by men
for the control of the society and perpetuation of male hegemony. It finds
expression in all aspects of cultural life where women take second place to
men, resources and spaces are controlled by men, and decisions are largely
made by men. Patriarchy of colonialism began during the colonial era when
the colonialists, importing their own patriarchal ideology, instituted politi-
cal and other structures that excluded women. Patriarchy has always been
about domination and exclusion, dynamics between the sexes that are some-
times hinged on the notion of difference—conflicting interests between
men and women. Colonialism encouraged the restriction of women to the
private sphere while giving prominence to men in the public arena. It also
“undermined the solidarity of the women by introducing new divisions
based on education, wealth, and, in some areas, religious affiliations. Edu-
cated women subscribed to different social and occupational codes than
their uneducated sisters. In the political area, colonialism not only deprived
women of much of their precolonial authority in their own sphere, but by
its exclusion of them from the colonial order, it served to reinforce their
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consciousness of being separate.”33 Patriarchy of religion unites and further
entrenches the nuances of cultural institutions and colonial legacies such
that, on all fronts, women were grossly disadvantaged.

Within this three-dimensional patriarchal structure, and facing the
region’s tensions, challenges, and confrontations, how can women achieve
development in the Niger Delta? What is their hope in the context of global-
ization? Can they remain calm or passive when violent, aggressive militant
groups, by their violent actions and armed struggle with the state, threaten
the security and lives of those under their care, particularly the vulnerable
groups: children and the aged? Can they afford to be onlookers while men
make decisions that impact significantly on and compromise their liveli-
hood and survival? Can they afford to remain passive members of the society
in the throes of violence, frequent hostage taking, terrorism, ruthless dicta-
torship, and exploitation of resources? In view of the fact that women are
more affected where there is no peace, they are more likely to work for the
attainment of peace especially as this ensures security not only for them but
for those whom they traditionally take care of.

Angela King, assistant secretary-general of the Peace Research Institute,
Oslo, in a foreword to the book Gender, Peace, and Conflict, advanced the fol-
lowing germane arguments:

Most women appear to have a somewhat different understanding of peace,
security and violence than most men. This has led to the assumption that if
women were involved in a sufficient number in peace, security and conflict
resolution, these definitions would be transformed and so would all related
policies, activities and institutional arrangements. Broadening both these con-
cepts and participation in conflict resolution would open new opportunities
for dialogue. It would replace the traditional model of negotiations aimed at
ceasefire or crisis management by a real conflict resolution model, where the
root causes of conflict are addressed, all aspects of human security are taken
into consideration, and the process of negotiation is inclusive, involving repre-
sentatives of civil society, including women'’s organizations.3*

Excluding the indigenous women from the conflict resolution approaches
adopted in the Niger Delta impasse may not yield lasting peace or promote
the desired development in the region. Their exclusion threatens or greatly
compromises their survival and that of their dependents, including children
and the aged. Besides, they have major stakes in the survival of the commu-
nities. As rightly argued by Errol Miller, “The low representation of women
represents a deficit in representation itself because women have special qual-
ities to contribute to political affairs; qualities that are not being tapped.”3
Women, in view of their life-giving and life-preservation attributes, tend to
accommodate, cooperate, conciliate, and demonstrate all-inclusive skills
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that are sorely needed in today’s world. Basically, what the world needs are
political and not military solutions in the conduct of human affairs. The
culture of peace would be better served by gender equality in the political
apparatus of nations. What the Niger Delta therefore needs goes far beyond
the amnesty that the federal government has offered warring militants.

From a simplistic point of view, the amnesty appears to be a positive
step toward ending the long struggle between the Nigerian state and the
militants. Observers have expressed reservations, however, that chances are
slim that criminality and violence will not reoccur. The reasons are clear.
Militants have become used to getting “free money” through their various
escapades in the creeks. The guns they carry are their meal tickets, and
criminality their means of livelihood. The monthly stipend of 360,000 per
head offered to the militants is a far cry from what most of them purport-
edly make even from a single raid. Rita Lori Ogbebor, an Itsekiri chieftain,
reasoned that asking militants to lay down their weapons is a waste of time
because the militants are no fools. She argued that “if they ever drop one,
they will keep five,” therefore rendering the amnesty exercise a mere waste
of effort, time, and resources.

However, there is more to the Niger Delta issue than the surrender of
weapons by militants and the rehabilitation of those who surrender. Quite
a number of people have suffered during past skirmishes and violent out-
breaks, and the degree of pain and trauma endured by women and their
dependents at various times can no longer be ignored by the Nigerian state.
While one hopes that the amnesty will lead to a lasting peace in the region,
for a full peace it is necessary that the travails of women be recognized and
addressed. Unfortunately, the government has chosen to focus thus far
on the militants who unleash terror on the immediate oil-bearing and oil-
producing communities and the Nigerian state. A surer path to peace and
development in the region would ensure that the needs and grievances of
all stakeholders be met and redressed, not that the interests of the greedy
few be catered to. Development can translate to freedom and choice, but
as the situation now stands, who will guarantee freedom and choice for the
most vulnerable?

Niger Delta Women in the Context of Globalization and
Sustainable Development

Globalization is a process that theoretically enables the world to harness,
harmonize, and advance economic, technological, and political concerns
for the benefit of most people. It makes possible the democratization of
market forces, the breaking down of trade barriers, and the opening up of
territorial borders for migration. Globalization is a paradox: in practice, it
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negates the very ideology that it promotes. Although globalization’s propo-
nents argue that it encourages the integration of homogeneous entities in
the spheres of economy, culture, technology, and governance for the com-
mon good, what is apparent is that strong nations continue to wax stronger
and bond together while weak nations remain on the periphery. Besides,
strong nations have greater control and ability to manipulate the processes
of globalization, and benefit more from its practice and progression, than
do weak nations. Globalization mocks the weak, exploits the poor and the
disadvantaged, and privileges the few ultra-imperialists who are its major
beneficiaries. Within this frightening and disenfranchising structure, where
do indigenous women in the Niger Delta stand? While it could be argued
that globalization has made inroads into the Niger Delta through oil pros-
pecting by multinational corporations, the people of the region are still
struggling to survive, their livelihood, access to education, and health secu-
rity all threatened by the very forces that hold out the promise of equal par-
ticipation and prosperity. Market forces under globalization are essentially
capitalist, typically vicious, discriminatory, and exploitative, thereby encour-
aging the survival of the fittest.

How then is the Niger Delta, and by extension Nigeria, situated within the
rubric of globalization? Global market forces controlled by strong nations
seek from weak ones, including Nigeria, cheap labor, cheap raw materi-
als, maximum profit, and a well-cultivated taste for Euro-American culture.
These are components of the capitalist agenda that explain the gross neglect
experienced by the Niger Delta region. The inability of the people to realize
their human potential leads to frustration, and in the case of ND militant
youths, to violence and criminality. For those who cannot wield weapons of
warfare and who necessarily have to wait for assistance in order to access
wealth and development, such as the women and other vulnerable groups,
globalization is like a mirage. Although Nigeria has a Ministry of Women
Affairs and there are several NGOs working on women’s issues, there has
been no appreciable transformation in the conditions of indigenous women
in the region. The mission statement of the Federal Ministry of Women
Affairs pledges “to serve as the national vehicle to bring about speedy and
healthy development of Nigerian women, in the mainstream of national
development process, ensure the survival, protection and participation of
all children as preparation for meaningful adult life”; however, what hap-
pens to women in the region implicates the ministry as well as its policies
for women not only in the Niger Delta but in the country as a whole. The
vision of the ministry is anchored on building a Nigerian society devoid of
gender discrimination, ensuring equal access to wealth-creation opportuni-
ties, developing a culture that places a premium on the protection of the
child, and focusing attention of both the public and the private sector on
issues that promote full participation of women and children in the national
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development process.>® Nonetheless, in view of the reality on the ground
and the obvious underdevelopment of women, having a ministry is just one
step toward addressing the inequalities between men and women; actual-
izing the goal is another matter. How this broad agenda takes care of intra-
gender differences, class issues, regional needs, and cultural specificity is not
well articulated in the policy document of the Ministry of Women Affairs.

A look at the impact of globalization on women worldwide as presented
by Cecilia Ng in her essay “Women: Globalization and Women” is helpful
for understanding how women in the Niger Delta respond to the forces
of globalization. Ng argues that though the twentieth century has brought
enormous gains in the quest for empowerment for women and representa-
tion within the political arena, the globalizing process is not grafting women
firmly into “homogeneous entities in the spheres of economy, culture,
technology and governance.”g7 Though there is increasing feminization of
employment, which is thought to impact positively on women’s empower-
ment and visibility, the literature on women and globalization presents a
grim picture. Ng, citing a 1997 report of the United Nations Development
Programme (UNDP), informs: “Out of the 1.3 billion poor people in the
world, 70 percent are women, the majority of whom are illiterate with no
access to basic amenities like safe drinking water. Two-thirds of the 140 mil-
lion children worldwide who are not in school are girls. Between 75 and
80 percent of the world’s 27 million refugees are women and children.”3®
From the 2008 UNDP report one notes that there are still 1.2 billion people
around the world who live on less than a dollar a day, while about 850,000
go hungry every night. Poverty is not just about money: lack of access to
essential resources goes beyond financial hardship to affect people’s health,
education, security, and opportunities for political participation. The fact
that the report stressed the need to address many dimensions of global pov-
erty while remaining targeted, measurable, and sensitive to the wider impact
of poverty on women shows that women still constitute a significant number
of the world’s poor. The feminization of poverty clearly has attendant con-
sequences including the feminization of cheap labor and the attraction and
integration of women into such negative aspects of globalization as human
trafficking and prostitution. Women’s entry into the sex industry is identi-
fied through established patterns: forced and voluntary.

Commoditization of women has become rampant in the era of globaliza-
tion, and many of the females who enter the sex industry are drawn from
ravaged economies including those in Africa. More and more females from
Nigeria’s Niger Delta, notably from Edo State, are being drawn into the sex
trade in Europe, and Nigeria continues to develop measures and apply sanc-
tions in order to eradicate the practice. But the battle against female prosti-
tution is a complex one. Itis very much like the illicit trade in oil and foreign
currency popularly called “black market.” The buyers and sellers have a
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common understanding of their means of exchange. In Warri and arguably
Port Harcourt, the presence of foreigners working in the multinational oil
corporations seems to encourage commoditization of the female body.?
Attempting to avoid being caught up in the sex trade, women migrate to
other towns and cities in the country where they take menial jobs.

Of major concern are the young girls taken abroad by “madames” to for-
eign countries, most especially to Italy, to join the prostitution racket. This
group illustrates the paradigm of the forced sex trade. The parents or guard-
ians of the young females are usually told that they are leaving to get respect-
able jobs in Europe that will earn their families good income. However, they
get to their destinations only to find that they have been lured into a thriv-
ing sex racket. Most of the girls usually submit as they do not have the means
to return home.

These developments essentially point to the need to rethink policies and
interventions that concern the ND. A gender lens must be applied to short-
and long-term strategies being developed to address the various challenges
in the area. The approach of the federal government to the militants in the
region—paying them immediate attention now that their violent actions pose
an ongoing major threat to the fabric of the Nigerian state—is basically short-
sighted. The current government policy for the ND assumes that focusing on
such a group is adequate to addressing the basic needs of other groups, but
this is neither forward looking nor realistic.*’ It also highlights the inequali-
ties between the sexes in the region and the shortcomings of a government
approach that fails to apply a gender lens to issues of development.

Conclusion

I have argued in this chapter that tensions in the Niger Delta region have
more farreaching implications for holistic regional development, and for
all of Nigeria, than have been imagined. I also noted that a “crimogenic”
environment engendered by greed and grievance of various stakeholders
further complicates the crisis in the region. I argued that the creation of a
conflict economy sustained by militancy poses major threats to the success
of the federal government’s amnesty program aimed at winning the cooper-
ation of the ND militants. I underscored the neglect of women as an impor-
tant element in the failure of interventions in the Niger Delta. Women have
a vital role to play in furthering the process of the institutionalization of a
peace that has the potential to ultimately bring about both freedom and
development. Finally, I argued that the forces of globalization have both
positive and negative impacts on women in the Niger Delta and that for
women to achieve their potential within the context of globalization, devel-
opment initiatives must be all-embracing.
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The Nigerian state can no longer pretend that women do not matter. Nei-
ther can men continue to hold sway over all members of Nigerian society.
Promoters of future peace initiatives and interventions in the Niger Delta
region should factor women and their concerns into their agenda; better
still, women should be among those who set agendas for such initiatives.
Peace agreements will only be durable when women as well as men have key
roles to play. To ensure this, there is an evident need for a coalition of wom-
en’s groups from different states of the federation to draft a forward-looking
development agenda for women. Although it has been suggested that the
way to end the crises in the ND is to let the resources be controlled by the
region’s people, I aver that such an action will not resolve the problem as
the sheer consideration of it will threaten the cohesion of the nation and
generate further crises. In rethinking the development of the region, the
state can explore a more equitable sharing of revenues generated from the
its oil resources; in particular, it could increase the allocation to the region
from the present paltry 27 percent to 40 percent and ensure that these rev-
enues are invested wholly in the development of the region and do not end
up lining the pockets of the political class, or in the hands of men more
than women.
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Islam and the “Global War
on Terror” in West Africa

ABDOULAYE SAINE

Despite over four centuries of exchange relations initially with
the Middle East, Europe and Asia, including the intercontinen-
tal European slave trade and subsequent colonization, Africa was
never fully integrated into the global economy—Africa was prob-
ably the most globally penetrated continent, yet on the other
hand, she remains the world’s least developed continent.

—Ghelawdewos Araia, “Africa in the Global Economy”

The worst of the Muslim militants are extremists out to kill their
perceived adversaries. But the most rational of the Islamists do
believe that the world system has lost the restraints of checks and
balances that the United States has become too powerful, and
that Islam must introduce a countervailing force to the Ameri-
can empire.

—Ali Mazrui, Islam: Between Globalization and Counterterrorism

Introduction

Both as a concept and a process, the term “globalization” is among the most
hotly discussed and debated in the social sciences. It is often defined, gen-
erally, as involving an ever deepening and accelerating phenomenon in
cross-border economic, political, and cultural relations that are made pos-
sible by innovations in technology. As a process, it is often perceived as the
integration of all the above and characterized by intensified interactivity
and interdependence. James Mittelman defines globalization as “the spatial
reorganization of production, the interpenetration of industries across bor-
ders, the spread of financial markets, the diffusion of identical consumer
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goods to distant countries, massive transfer of populations mostly within the
South—as well as from the South and the East to the West—resultant con-
flicts between immigrants and established communities.”!

While many scholars contend that globalization is not entirely new, and
that it began as early as the fifteenth century, what is new is the pace, depth,
breadth, and generalized synergistic impact in communications, technol-
ogy, culture, and commerce.? To many analysts, it is the best thing to have
occurred in the development of human societies, as it has provided to many
the opportunity for improved lives through economic and other forms of
interaction.? Others lament its incomplete or partial character insofar as
only a few countries are fully integrated and receive most of the benefits
from it. Many scholars see it as “old wine in a new wineskin”—an ideology
aimed at justifying American, as well as Western, hegemony in the global
economy—a sanitized “imperialism” used to conceal continued exploitation
of weaker states by the powerful and the rich.*

This chapter explores the link(s) between globalization, development,
and the “War on Terror” in West Africa. It argues that Islamist movements in
West Africa are in large measure the outcome or response to socioeconomic
and political conditions that have been aggravated by rapid urbanization
and globalization in Muslim-majority countries, both Arab and non-Arab.?
And while many analysts argue, and rightly so, that globalization through
communication and other technologies enhance terrorism, what is often
lost in these debates is the contention that international asymmetries, global
inequality, and underdevelopment are important contributory factors to the
rise of terrorism.%

This chapter is divided into five subsections: the first provides a synopsis
of Africa’s position in the global economy and the social, political, and eco-
nomic effects globalization has had on the continent as a whole and West
Africa specifically. In the second, I undertake a brief survey of the terror-
ist presence in Africa as a backdrop to a discussion in the third subsection,
which focuses on terrorism in West Africa. In the fourth subsection, I pro-
vide a dynamic analysis of the intersection between globalization, develop-
ment, and the “War on Terror,” and I conclude in the fifth by suggesting
key ways to make globalization and a new development initiative work for
Africans in order to curb oppositional political violence.

Africa in the Global Political Economy: A Synopsis

For centuries, Africa has remained on the periphery of the global system,
and globalization may have only deepened African nations’ dependence and
marginalization, except perhaps for South Africa. Granted, globalization in
communication technologies has increased interaction between Africa and
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the rest of the world. Yet, the fact remains that Africa’s role as a producer of
raw materials—from slavery, through colonialism, to the post independence
era—has remained relatively the same. Paradoxically, this situation continues
at a time when the continent today enjoys the fastest growth in cell phone use
and is home to some of the fastestgrowing economies in the world. At the
same time, Chinese capital outlays have almost overtaken those of the West
in Africa.” In spite of these factors, Africa’s performance on key economic
indicators remains low. Take, for instance, Africa’s share of global trade: it
remains low, particularly when precious metals and crude oil are not factored
in; or consider the ratio of foreign direct investment. Here, too, the picture is
not encouraging. And such investment has tended to create dependency of
African states on Chinese capital with few positive linkage effects. One of the
positive aspects of Chinese investments in Africa is the fact that it is not accom-
panied by austerity measures or conditionalities that are often associated
with Western investment in the continent. This gives African policymakers
greater flexibility in trade decisions. Consequently, China is quickly replacing
the West as a more favorable source of investment. As a result, poverty rates,
rather than improving, remain high and are deteriorating, leaving more than
two hundred million Africans poorly nourished.

The reasons for this less than optimal outcome are multiple. Post inde-
pendence development strategies rather than being internally driven have
generally followed an extroverted and Western-driven model that is at vari-
ance with Africa’s realities.® In some countries even where there are abun-
dant resources—as in Angola, Nigeria, Sudan and the Democratic Republic
of the Congo—mismanagement, corruption, and lack of accountability may
eclipse, at least for the foreseeable future, what potential there is to improve
people’s living standards; this reality has been called the “resource curse” (as
was discussed more fully in chapter 16 by Ricardo de Sousa). In other states
(Gambia, Niger, Chad, Burkina Faso, to name a few), size, climate, and loca-
tion have conspired to keep entire populations poor. And yet in too many
countries, such as Cote d’Ivoire and Uganda, for instance, conflict and inter-
nal strife have undermined the prospects for development.?

Just as important, however, are the effects of decades-long military rule
and intervention in many countries that has left in their wake deep-seated
ethnic, class, and regional cleavages. Witness the political impasse that cur-
rently engulfs Cote d’Ivoire, once one of Africa’s most prosperous countries.
Some called it the “Ivorian Miracle.” To this list must be added failed ideolo-
gies or “isms” (capitalism, African socialism, Afro-Marxism) and everything
in between that sought to lift Africans in the years following independence.
Indeed, capitalism and economic globalization have not improved the lives
of poor Africans.

Today, however, there is the ideology of “developmentalism,” the new
fundamentalism. As William Easterly cogently argues:
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Like all ideologies, development promises a comprehensive final answer to
all of society’s problems, from poverty and illiteracy to violence and despotic
rule. It shares the common ideological characteristics of suggesting that there
is only one answer, and it tolerates little dissent. It deduces this unique answer
for everyone from a general theory that purports to apply to everyone, every-
where. There is no need to involve local actors who reap its costs and benefits.
Development even has its own intelligentsia, made up of experts at the IMF,
World Bank and UN.10

The emphasis on free markets; a minimalist, noninterventionist state;
and structural adjustment have together exposed African states generally
to further control by these transnational institutions—leaving little room
for creative local and regional solutions. Thus, the admirable concerns of
rich countries over the tragedy of world poverty are thus channeled into fat-
tening the international aid bureaucracy, the self-appointed priesthood of
development.!!

Also, in the first decade of the twenty-first century, many African states
and peoples find themselves beholden to ruinous policies of autocratic rul-
ers. These combined with the aforementioned challenges of size, location,
conflict, poor governance, and increased external dependence set in motion
a vicious circle of underdevelopment. Add to this the relatively new player
in the continent—China, which today, not unlike the Scramble for Africa
by European powers in the 1800s, is gobbling Africa’s precious resources
and establishing settler colonies to compete with African industries. And
like Western multinational corporations before them, Chinese companies
are undermining the competitiveness of local industries and taking them
over. China is today building infrastructure just as the West did to ease the
transport and export of Africa’s valuable resources.!? Here, too, African
leadership is complicit. Leaders are being wooed by the Chinese into accept-
ing another unequal trade relationship, with its own dependency structures.
And with China’s growing influence and rivalry with the United States for
global hegemony, Africa once more stands to be marginalized.!?

In sum, globalization as currently constructed has deepened preexist-
ing economic challenges more so in Africa than perhaps in Asia and Latin
America. Fundamentally, the ideology that informs contemporary theories
and practices of globalization and development—the “Washington consen-
sus”—promised more than it could deliver. According to Joseph Stiglitz,
many of the problems with globalization are of our own making, a result of
the way in which globalization has been managed by international financial
institutions, the G-7, governmental and nongovernmental aid agencies, and
their underlings on the ground.!*

This has in turn precipitated a backlash against globalization, as witnessed
in numerous popular protests against the World Trade Organization (WTO)
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in cities like Seattle, Prague, Washington, DC, and Pittsburgh, to name a few.
Political and economic leaders in industrialized countries are finally coming
to grips with the not so good side of globalization that critics and laypersons
alike have long identified. On April 2, 2009, then Prime Minister Gordon
Brown of Britain stressed the need for deep financial reforms, and Presi-
dent Nicolas Sarkozy of France, in another setting, made a similar remark.
Both agreed to the need for a new global economic order, and for changing
the rules of the game to allow for more participation of emerging powers—
China, India, and Brazil.!"® These concessions are important, as they recog-
nize third world demands from the 1970s for a new international economic
order. This global crisis should once and for all put to rest the “developmen-
talist” ideology that has dominated development discourse since the end of
World War II.

For the most part, emphasis on free markets and Africa’s place in the
current wave of modernization/globalization has weakened and thrown off
balance many communities. The result, as in the Middle East, is conflict,
international terrorism, and violence—all by-products of globalization. This
could very well be the linchpin of globalization, that is, the intersection of
globalization and terrorism. The latter is in part a byproduct of globaliza-
tion, and it also, like culture and ideas, is being globalized through com-
munications technology.16 It is sometimes aided indirectly by growing global
inequality, the hegemonic unilateralism of the United States, and policies of
the European Union and international financial institutions. Steven Weber
and colleagues put it cogently:

The world today is more dangerous and less orderly than it was supposed to
be. Ten or fifteen years ago, the naive expectations were that the “end of his-
tory” was near. The reality has been the opposite. The world has more interna-
tional terrorism and more nuclear proliferation than it did in 1ggo—cleavages
of religious and cultural ideology are more intense and the global financial
system is more unbalanced and precarious.!?

Peril of International Terrorism in Africa: An Overview

Following the deadly terrorist attacks on New York’s World Trade Cen-
ter and the Pentagon near Washington, DC, on September 11, 2001, the
United States under its former commander in chief, President George W.
Bush, embarked upon a global strategy to combat what it viewed as the grow-
ing peril of international terrorism. Key to this strategy is the United States
Africa Command (AFRICOM). Established in October 2007, and headquar-
tered in Stuttgart, Germany, AFRICOM is the newest US regional military
command with a goal of creating in Africa a stable environment in which
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economic and political development can take place.18 AFRICOM, according
to Department of Defense officials, seeks to strengthen the porous borders
of states in West Africa in order to stem the flow of terrorists and secure
core US national interests in West Africa. And unlike earlier US military
programs in Africa, AFRICOM will focus on war prevention rather than war
fighting and is supported by several agencies of the US government, includ-
ing the Department of State.19 Therefore, as Africa’s importance has grown
in recent years, so has the competition between China and the United States
to access Africa’s valuable resources. AFRICOM can be seen as the American
antidote to increased Chinese economic engagement in Africa, and in West
Africa specifically.

Yet, the peril of international terrorism is present and real in Africa. On
August 7, 1998, two massive bombs exploded outside of the US embassies
in Dar es Salaam, Tanzania, and Nairobi, Kenya, killing 224 people, includ-
ing twelve Americans, and injuring some 5,000. Responsibility was quickly
traced to al-Qaeda. Four years later, al-Qaeda operatives struck again in
Africa, killing fifteen people in an Israeli-owned hotel in Mombasa, Kenya,
while simultaneously firing missiles at an Israeli passenger jet taking off from
Mombasa’s airport.?’

In 2004, internationally linked Moroccan terrorists conducted suicide
attacks in Casablanca, killing forty-three. In South Africa, groups affiliated
with al-Qaeda are said to be making inroads into Muslim communities.?! To
this litany of attacks must be added Somalia and Sudan, which for several
years provided refuge for international terrorists, both foreign and home-
grown. In fact, Sudan, from 1991 to 1996, allegedly provided shelter for
Osama bin Laden, prompting several US missile attacks, including one in
retaliation for the embassy bombings in Kenya and Tanzania. What is in
doubt, however, among African leaders and many Africanist scholars, is
whether “Islamic terrorism” in Africa has in fact reached the magnitude that
the United States alleges.??

In West Africa where there are high concentrations of Muslims, the link
with international terrorism is assumed by some Westerners as a matter of
course. Here, the most heavily Islamized countries or Muslim-majority states
include Mauritania, which is g8 percent Muslim, and landlocked Niger and
Mali, which have Muslim populations around g5 percent. In Senegal and
Gambia, Muslims account for g5 and go percent, respectively, while Nigeria
is approximately 47-r0 percent Muslim. Nigeria’s seventy million Muslim
population is larger than the total number of Muslims in Mauritania, Niger,
Mali, Senegal, Gambia, and even Guinea, which is g5 percent Muslim.?3

Partly because of this large Muslim population and the grinding poverty that
pervades the lives of many West Africans, US policymakers, as well as some aca-
demics, assume a causal link between these factors and terrorism. The implica-
tion is that Muslim-majority countries, compared to predominantly Christian
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states, are more prone to produce or harbor terrorist operatives. This con-
clusion has not been borne out by evidence. Instead, Muslims in West Africa,
though spiritually linked to the Umma (Muslim world)—that is, the Middle East
including Saudi Arabia, specifically—do not constitute a monolithic bloc with
them and, therefore, are less likely than their Arab and other coreligionists to
engage in anti-Western violence or rhetoric.

Even in Nigeria, where many of its states in the North have adopted sharia
law, it is oppositional political violence rather than terrorism that is common.
To a large extent oppositional violence in the Niger Delta is a consequence
of deep-rooted inequalities in Nigeria itself, and in northern Nigeria, spe-
cifically. Growing poverty, marginalization, and underdevelopment in the
North is expressed through religion and competition/tensions between
Muslims and Christians. Thus, it is to the political, economic, social, and
military setup in Nigeria that we must look for the underlying grievances
expressed through violence and militant Islamist rhetoric. Even though the
Islamist group Boko Haram (translated roughly as “Western education is a
sin”) favors the imposition of Sharia law across the country, its activities do
not target Westerners. As Scott Johnson has argued, “The death-to-the-West-
erners mantra just has no constituency here, and West Africa has not been
fertile ground for jihadism.”?* According to Johnson:

What Nigeria does have, and what the Boko Haram attacks actually reflect
is the immensely complicated (and often very nasty) nature of local politics.
Nigeria’s mean poverty rate—the number of people living below $1.25 a day,
soars above 70 percent, as a tiny minority of wealthy and often very corrupt
officials live decadently. Nowhere is the discrepancy between the haves and
have-nots more pronounced than in Nigeria’s fertile northern regions, where
the Boko Haram attacks are occurring. Unemployment is rife, even among
college-educated youth. That’s partly why northerners opted for alternative
political systems and Shari’a law in particular—hoping that bypassing the exist-
ing system would guarantee them a bigger piece of the pie.2®

The Nigerian case clearly suggests that acts of violence by such groups
as the Boko Haram have their own underpinning in social and political
imperatives based in local experiences. Political interests were acted out
through religious mobilization, and justifications offered by referring to the
Quran.?% In Senegal, by contrast, according to Linda Beck, marabouts (Mus-
lim clergy) had more to gain from using their positions in society to extract
political resources from the state than from establishing a theocracy.?’
According to Leonardo Villalon, Momar Coumba Diop and Mamadou Diouf
put it succinctly: “Contrary to Iran or Syria where the leaders of religious
orders came together to form politico-Islamic organizations and introduced
social projects, the advent of which required the overthrow of their political
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systems, in Senegal the marabouts have abstained from playing any role in
the destabilization of politico-administrative power.”28 Linda Beck also con-
tends that unlike the Middle East and South Asia where Islamic reformism
has resulted in political challenges by Muslim leadership, the piety associ-
ated with Islamic resurgence in Senegal has been translated into criticism
of self-interested marabout-politicians corrupted by their clientelist relations
with the secular state.??

Senegal’s religious landscape, like those in the Muslim-majority states of
West Africa, is constituted by several Sufi sects that include the Muridyya,
Tijaniyya, and Qadiriyya. In Senegal, and Gambia, in particular, these Sufi
orders have historically maintained a symbiotic relationship with secular
political elites, with the religious leadership often serving as political brokers
between the political class and the mass tallibe (student body) under their
tutelage. And while these Muslim-majority states have had an Islamist strand,
its influence has waned, in part because its “radical” message of an Islamist
state has thus far not resonated with the larger Muslim population in these
countries. This may change, however, as economic hardship becomes more
pervasive, especially among the rural and urban poor.

Religious currents in Gambia follow those of Senegal closely, albeit on a
smaller scale. Here, according to Momodou Darboe, religious leaders and
politicians exploit the emotions of the faithful for their specific agenda of
political gain or survival, reorganization of society, and sometimes confor-
mation to religious doctrine.?? As in Senegal, religious leaders in Gambia
use politics in the interest of their religion and its followers, and politicians
use Islamic symbols or rationales to gain or maintain political power.?’1 But
none of these Muslims in these or other Muslim-majority countries are
waging war on the United States, Western Europe, or Israel. They do not
demand the release of Taliban fighters captured in Pakistan’s Swat Valley.
Nor do they behead captured soldiers, and they do not slaughter civilians
to terrify the populace—these groups “are not the latest front in the Global
War on Terror.”32

In sum, while West Africa is home to approximately 150 million Muslims,
this fact has not translated into terrorist attacks against Westerners, nor has
it affected relations with Washington. Also, “radical” politics in the Middle
East have not, so far, impinged on politics in West Africa to the extent that
relations between West African states and the Western world are adversely
affected. Rather, countries like Senegal, Mali, Niger, Nigeria, and Mauritania
have sought to strengthen ties with the West. In fact, Mali and Senegal are
both relatively stable democracies, and Senegal has recognized Israel’s right
to exist. More important, al-Qaeda’s activities in the region have involved,
not the fomenting of terrorism, but the exploitation of conflict and politi-
cal instability in such countries as Liberia and Sierra Leone to expand its
finances.? Even in the Middle East where so-called terrorism is rife, it is
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oppositional political violence rather than actual terrorism that is the norm.
And even here, such movements also are responses to power imbalances, US
unilateral policy, the war in Iraq, and the Israeli-Palestinian conflict.

It should be noted again that Muslims, while united by the Five Pillars of
Islam and the Hadith (practices and sayings of the Prophet Muhammad),
are not a monolithic group, just as Christianity and Judaism are not homo-
geneous faiths. In West Africa specifically, Islam takes on syncretistic color-
ations embodying traditional religious and cultural practices and beliefs. It
is the followers of this blended brand of Islam who are often the targets of
Islamist reformists or “purists” who practice a strain of Wahhabism (a puri-
tanical version of Islam).

Islam in much of West Africa does not exclude women, nor are women
required to wear the Hijab (veil). Women, despite their second-class status,
generally hold important positions of power, drive automobiles, and are an
important constituency that politicians court during elections. Many edu-
cated Muslim women in West Africa are also professed feminists/womanists
and openly challenge male domination and harmful traditional practices,
such as female circumcision.

While Islamism is generally perceived as a movement of “flundamentalists”
bent on bringing down corrupt secular governments and harming Western-
ers, many Muslims reject the fundamentalist label because it tends to convey
the wrong impression that Islam is a violent religion.>* What this brief survey
reveals about Islam in West Africa is that uniformity is not its strong suit.
Muslims are differentiated along several lines, albeit united by key central
pillars and principles such as human rights and equality.35 Wahhabism, as
noted earlier, is a “radical” strain of Islam that has its roots in Saudi Arabia
but is practiced also in Pakistan, Afghanistan, Indonesia, and Sudan.?6 In
Gambia and Senegal, for instance, Wahhabism is predominantly an urban
phenomenon, while in the rural areas Islam of a more tolerant mold is prac-
ticed amid endemic poverty, especially among the youth.%”

While poverty pervades the lives of many West African youth, they have
not succumbed to terrorist recruitment appeals to become suicide bomb-
ers lured by unbridled luxury in the afterlife. Nor have terrorist groups
mushroomed in the region. Rather than joining terrorist groups en masse
and training in al-Qaeda terrorist camps, Muslim youth from Gambia, Mali,
Niger, and Guinea brave the open seas, often under perilous conditions, ply-
ing rickety boats to Europe in search of a better life for themselves and their
families. Gregg Mills and Jeffrey Herbst argued cogently that what is most
notable, given the vast number of marginalized people who suffer extraordi-
nary deprivations south of the Sahara, is how few Africans have been associ-
ated with international terrorism.3®

Therefore, the causal relationship often assumed between poverty and ter-
rorism is overstated. Part of the problem in linking West Africa specifically
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with international terrorist networks and as a haven for terrorists has to do
with what David J. Kilcullen terms the US policy of “aggregation”—that is,
the amalgamation of local and regional African insurgent groups into a
monolithic enemy. This approach, he argues, suffers from overly simplistic
assumptions concerning Africa as the next front on the “War on Terror.”
Kilcullen contends, therefore, that these perspectives and an overempha-
sis on hard power have only heightened long-standing ethnic tensions and
resulted in clientelism and unviable military interventions.?® Such is the case
in Mali, where a precarious balance or truce exists between a Berber group
fighting for its share of development and rights against the central govern-
ment. Recent US military aid to help Mali fight militants in its northern des-
ert only complicates what is already a volatile situation.40

AFRICOM and West Africa’s Strategic Importance to the United States

Since 2001 West Africa has grown steadily in strategic importance to US
policymakers, as a major supplier of crude oil to the United States. Simi-
larly, China is looking to Africa to meet its growing crude oil needs, which
has in turn increased Africa’s strategic importance to China’s leadership.*!
Partly because of this growing recognition, China has canceled about $1.2
billion of debt held by thirty-one African states to date and has overtaken
the World Bank as the lender of last resort; by 2009 China’s investments in
Africa totaled over $100 billion.#2 The most recent Chinese financial outlay
was in Guinea, where a $7 billion investment package was undertaken to
explore for oil and extract precious stones.*3

Pointing to US interventions in Iraq and Afghanistan, many Africans
worry that AFRICOM may represent the expansion of a militarized US for-
eign policy.** Clearly, current African suspicions over the goals of AFRI-
COM echo deep-seated antipathies over US military objectives in Africa
and the earlier US Military Assistance Program (MAP) for the continent
during the Cold War era. In the 1950s and up until the end of the Cold
War around 19q9o, the United States and its allies provided military train-
ing for army officers as well as arms to back certain dictatorial regimes as
part of its “containment strategy” to thwart Soviet interests and influence
worldwide. One of the enduring consequences of US military relations
with Africa was that African security concerns were, at best, subsumed
under US interests, and, at worst, fomented regional insecurity, delaying
resolution of endemic problems.

African militaries played an important role in securing US security and
economic interests not only in wars of proxy against Soviet allies in the
region but also in maintaining repressive regimes in apartheid South Africa
and Zaire under Mobutu Sese Seko. The resulting militarization of Africa
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fueled interstate conflict in West Africa. And part of the justification for the
support of dictatorial civilian and military regimes, in particular, lay in the
presumption that armies in African societies were better positioned than
their civilian counterparts to provide the leadership needed to modernize
decaying political economies.*> Could the US-led global “War on Terror”
deflect attention away from the more pressing development and security
needs in West Africa? Indeed it could, and to some extent it already has. Let
me explain.

Thousands of miles from the battlefields of Iraq and Afghanistan another
side of America’s fight against terrorism is unfolding in West Africa. US
Green Berets, according to Eric Schmitt, are training African armies to
guard their borders and patrol vast desolate expanses against infiltration of
al-Qaeda militants. In five West African countries (Mauritania, Mali, Niger,
Nigeria, and Senegal) counterterrorism training and funding has intensi-
fied.*6 While US efforts at countering the specter of terrorism in West Africa
are not limited to military means alone, as it includes instruction for teach-
ers and job training for young Muslims, the military component of the policy
trumps all others. The US concern over securing “ungoverned spaces” and
strengthening weak states has led to the deployment of dozens of American
and European trainers who conduct military exercises to curb the entry of
militants who are likely to take refuge in countries along the vast Saharan
north.4” A US policy that targets Muslims and Islam could, in the end, prove
counterproductive. Surely it is time to reconceptualize the term terrorism
and distinguish it from legitimate political and economic grievances for self-
determination in West Africa and other regions of the world, including the
Middle East.

Conclusion

In place of the “Washington consensus,” a new globalization ethos is needed,
one centered on improving living standards and reducing rates of infant
mortality.*® These national strategies must be driven not by constructed and
imposed models but by policies that are internally and democratically cho-
sen. Each country in the continent must determine its own priorities and
(learning from others and mistakes of the past) improve education, health,
and nutrition in both rural and urban areas while maintaining its viable tra-
ditional values.*?

Clearly, this alternative view emphasizes social justice, greater social
equality, and careful use of resources to ensure societal and environmen-
tal balance. It is also imperative that national strategies be supported by a
democratic institutional framework that empowers the poor and women
in the decision-making process. Furthermore, there is nothing sacred about
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“markets” necessarily. What is important is how these markets are used to
satisfy human needs, which, ultimately, is a political decision. As Stephen
Marglin puts it so well:

One has only to examine the assumptions that underlie contemporary eco-
nomic thought. Economics is simply the formalization of the assumptions of
modern Western culture—it is not surprising that a culture characterized in
this way is a culture in which the market is the organizing principle of social
life—the rise of the market system is bound with the loss of community.>

Markets in Africa were and still are an integral part of communities and are
built on mutual obligation to the group and society. Social relations were
traditionally based, and still are to some extent, on responsibility to the
whole with strong emphasis on interpersonal relations, though people in a
community are bound to one another economically, socially, and politically
as well.%!

There are three important lessons from this discussion on globalization.
First, globalization needs to be reconceptualized to focus on local initiatives
to emphasize core community values. Second, globalization must be rede-
fined and remade to benefit the poor and those groups and countries that
have benefited little. And third, development practitioners and theorists
must recognize that current economic theory is rooted in the values and
historical experiences of the West and if it is to be applied at all to other con-
texts, that application must be done with caution.>?

More important, the recent US policy focus on Islam and Muslims as the
targets of the US-led “War on Terror” is for all practical purposes misplaced,
perhaps even dangerous. West African countries are home to moderate
Sunni Muslim populations. For the most part, these populations have histor-
ically maintained good relations with the United States specifically, and the
West in general. Therefore, a policy that constructs and targets West African
Muslims and Islam as the enemy could backfire and undermine efforts to
stem actual terrorism US policy should instead give priority to the nonmili-
tary component of AFRICOM. It is also likely that the “War on Terror” may
very well spur a rapid flow into this region of foreign terrorists while simul-
taneously sparking resentment and emboldening homegrown resisters. The
confluence of interest(s) between these groups could not only undermine
regional and national stability, it could exacerbate military disorder and
weak democratizing regimes in West Africa.

To overcome such an outcome and misgivings, AFRICOM must demon-
strate a commitment to programs mutually beneficial to both African and
American interests. Yet a shrewd strategic communications campaign will
not be enough to convince a skeptical African public that AFRICOM’s prior-
ities mirror their own.?? If the military strategy to win the “War on Terror” is
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not tempered with the use of American soft power, then the role of African
militaries stands to be distorted in support of an agenda that may subvert
national security goals of development, peace, and stability—and contribu-
tory directly to the increase of oppositional violence in the continent.

Conversely, it is also conceivable that more training for soldiers and
senior military officers under AFRICOM could enhance professionalism,
inculcate military discipline, and support and strengthen democratic insti-
tutions. Yet this is possible only if West African security priorities are at the
heart of AFRICOM. Therefore, US policy must address West Africa’s precari-
ous economic challenges, which leave the bulk of its population in abject
poverty. It is poverty, marginalization, and material deprivation that are at
the crux of much of the conflict and violence in West Africa, which is then
often expressed through religion.

Therefore, it is crucial that West Africa’s peripheral and marginalized
status in the global economy be alleviated over time through the reduc-
tion of US and European farm subsidies to enable African commodities to
compete fairly and effectively. The United States must also support the New
Partnership for Africa’s Development and the UN Millennium Development
Goals, as both focus on poverty reduction. What Muslim-majority states in
West Africa must counter strongly is the presumption that poverty and the
prevalence of “ungoverned spaces” predispose Muslims to engage in acts of
terrorism or make their countries terrorist havens. These states also must
dispel the widely held belief that Islam and democracy are inherently irrec-
oncilable, in part because Islam lacks “separation of mosque and state.” In
all the Muslim-majority states, except Mauritania, secularism rather than
theocracy is the norm. And in Mali and Senegal specifically, democracy and
democratic norms are taking root. Even in Nigeria, with all its democratic
deficits, religious tolerance is its defining feature. Therefore, the distin-
guishing element of Islam in West Africa specifically, and in Africa generally,
is its predominantly tolerant outlook.

This chapter has also argued against the presumption that poverty and
terrorism correlate strongly in West Africa or, more important, that Muslims
and Islam are both inherently violent. We must look to the underlying his-
torical, political, and economic imperatives and to globalization in order to
get a handle on why people in acute conditions of deprivation sometimes
resort to oppositional political violence to register legitimate grievances
against the state when all else has failed. Therefore, US antiterrorism policy
must distinguish between oppositional violence and real terrorist activity so
as not to downplay legitimate grievances over self-determination and a just
distribution of national wealth. By strengthening both the human capital
and the democratic state institutions of West African nations, the United
States stands to reap the important dividend of winning people’s hearts and
minds. This is already taking place, but more efforts are needed.
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Finally, the United States has to tap its Africanist scholarly community
and simultaneously train young Americans to speak African languages and
to study and understand Islam as well as the particular cultures of West
Africa—so as to tailor and influence policies that enhance mutual US and
African interests. Verbal assurances will go only so far toward assuaging peo-
ple’s fears, so backing this kind of policy initiative with actions and support
for strengthening national democratic institutions and economic develop-
ment is the surest way to win the hearts of Africans and curb both terror-
ism and oppositional violence. Only then will globalization in West Africa
in concert with the US military policy become partners in a reconceptual-
ized AFRICOM strategy to win the “War on Terror” in the region. Finally,
scholars must begin to unpack or deconstruct the assumptions and mean-
ings that undergird the terms “terrorist” and “terrorism.” Both are totalizing
terms that often do not make fine distinctions between legitimate struggles
for self-determination, as in Gaza or Boko Haram in Northern Nigeria, and
indiscriminate and senseless use of violence, such as the attacks on the Twin
Towers in New York and the Pentagon on g/11. We must also be wary as
scholars when repressive states and their agents use the terms in an effort
to silence or discredit views held by their opponents or to overshadow pro-
tests over acute political and economic repression. In this regard, the term
“oppositional political violence” is more appropriate.
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