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Quote of the day
We share the frustration
with the low level of
vaccinations in Africa,
and we’re working daily
to increase the supply
of available COVID-19
vaccines through contracts
that are sought by the
countries

“

—David Malpass, World Bank President
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Tedros Adhanom Ghebreyesus

By Joni Akpederi

Chances are the global economy
would have lost an incredible $4 trillion
through only the tourism sector by the
time the final accounts of the first two
years of the Coronavirus (COVID-19)
pandemic are rolled out, so says a new
report on the ravages of the global
pandemic. More depressing, statistics
from the vibrant press of the World
Health Organization (WHO) indicate
that about 4.8 million souls have so
far, regrettably, succumbed to the
COVID-19 out of some 240 million
cases recorded worldwide.

Given its position as the most
widely represented industry on
the planet, the fate of tourism,
with its affiliates, gives a hint of the
overall impact of the pandemic
on global economy. With its
long value chain, touching the
broad travel industry (air, sea
and land) plus hotel, hospitality
and the restaurant/ catering
business, tourism provides jobs
and livelihoods for hundreds of
millions of people from the most
advanced countries right down

to small, remote island countries like
Mauritius in the Indian Ocean and
Solomon Islands in the Pacific.
Lifeline for many
Taking tourism as the global
economy’s
bellwether,
Zurab
Pololikashvili, Secretary
General
of United Nations World Tourism
Organisation
(UNWTO),which
conducted the study in collaboration
with the United Nations Commission
for
Trade
and
Development
(UNCTAD)worries about the “lifeline
Continues on Page 4

Digital Economy: Developing Countries Gear Up

By Kelechi Deca

Page 12

Cryptocurrencies’
Next Stage

Digital technologies, trends and various
studies now offer developing countries the fastest
route to economic and social development and
the opportunity of narrowing the yawning lead
the rich, developing world is building up with
each passing day. Experts say they not only
unlock new pathways for economic growth but
also spur innovation, job creation and access to
services which could have been unimaginable
just a decade ago
Mindful of the so-called “digital divide”,
policymakers and the growing private sector in
developing economies are increasingly conscious

of the need to build infrastructure to
bridge not only the knowledge gap but
also the gulf created by data poverty.
The World Bank says the current pace of
development in the digital space needs
ramping up to enable the expanding
youth population in developing
countries, especially in Africa, to live up to
their potential.
Better access to the internet, for
instance, is now being prioritized in
many countries. While such access
remains out of reach for most people,
Africa which recorded only 22 percent

access in 2017 has post significantly better
numbers today. In such countries as Nigeria
and Kenya, more citizens now have digital
IDs or transaction accounts to gain access
to critical services and e-commerce. Digital
startups are gradually attracting funding
and ‘traditional’ businesses are slowly
adopting digital technologies and platforms
to boost productivity and sales. The World
Bank would like to see more governments
invest strategically and systematically in
developing digital infrastructure, services,
Continues on Page 4

News

Addressing global distress
for millions…especially in
developing countries” many
of which are dependent on
international tourism. Nothing
paints a bleaker picture of
the ravages of COVD-19 on
the global economy than
its devastating effect global
tourism.
It is clear that there is
no way of telling the exact
economic losses the world
has sustained or will have to
endure from the pandemic in
time. That notwithstanding,
estimates by the World Bank,
the International Monetary
Fund (IMF) and other credible
multilateral institutions still
cause anxiety and uncertainty
in a world buffeted by equally
perplexing phenomena like
climate change and the rise of
cryptocurrencies.
Devastation due to better

interconnectivity
The World Bank reckons
that COVID-19 cost the global
economy 4.5% of GDP in 2020
alone, amounting to $3.94
trillion in lost economic output.
We can already imagine what
the foregone global productivity
would be by end 2021, to
say nothing of the end of the
pandemic, when the virulent
virus is finally defeated. Some
analysts are projecting that total
loss will dwarf the economic
damage done by the Great
Depression and the two World
Wars because of the pandemic’s
sheer spread and reach in
our current, interconnected,
globalised world.
Food insecurity
To be sure, COVID-19
worsened
food
insecurity
especially
in
developing
countries already battling the

skills and entrepreneurship.
To become tomorrow’s innovators,
entrepreneurs and leaders, the global
lender says, Africa’s youth need
to be empowered with the digital
skills and access to technology and
markets that are essential to thrive
in an increasingly digitized global
economy. Governments need to find
more nimble and effective means of
delivering services and interacting
with citizens. Businesses need to utilize
digitally-centered business models to
connect with the hundreds of millions
of customers previously out of reach
due to geography or low income. The
current revolution in digital currencies
and the growth and popularity of
cryptocurrencies will simply pass
developing economies by if their
investment in digital technologies
remain tepid as investments in critical
infrastructure has been.
This is why efforts being made at
both continental and global levels to
address the issue are welcome. The
World Bank Group Digital Economy
for Africa (DE4A) supports the digital
transformation strategy for Africa
prepared by the African Union (AU).
The DE4A initiative recognizes that the
digital economy can help in accelerating
the achievement of the UN Sustainable
Development Goals (SDGs) as well
as other goals of the Bretton Woods
institution.
Africa is well positioned to benefit
from this in that aside its young
population and youth bulge, it also
hosts the fastest telecoms markets across
the world. A recent study from GSMA
and the World Bank shows the positive
impact of mobile broadband on welfare
and poverty reduction in Africa, using
data from Nigeria, the largest mobile
market and economy on the continent.
According to the report, at least one

year of mobile broadband coverage
increases total consumption by about
6 percent, reaching 8 percent after two
years of coverage. The proportion of
households below the extreme poverty
line drops by about 4 percent after one
year of gaining mobile broadband,
and by about 7 percent after 2 or more
years of mobile broadband coverage.
However, to harness the full benefits of
the digital world, access to the internet
must be affordable and within reach of
many people. The challenge, therefore,
is getting more and more people access
in the coming years.
Moreover, a recent study, “The
Welfare Effects of Mobile Broadband
Internet: Evidence from Nigeria,” using
information from mobile operators’
estimates, reports large and positive
impacts on household consumption
levels which increased over time,
although at a decreasing rate. Mobile
broadband coverage, it reveals, also
reduces the proportion of households
below the poverty line, driven by higher
food and non-food consumption in
rural households. These effects are
mainly due to an increase in labour
force participation and employment,
particularly among women.
The developing world, most
especially Africa, has the opportunity to
harness the digital economy as a driver
of growth and innovation. e-Conomy
Africa 2020, a report released by
Google and the International Finance
Corporation (IFC) estimates that
Africa’s internet economy has the
potential to reach 5.2 percent of the
continent’s gross domestic product
(GDP) by 2025, contributing nearly $180
billion to its economy. The projected
potential contribution could reach $712
billion by 2050.
Signs of this cheery projection, the
report observes, are already evident

Digital Economy
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deleterious effects of climate
change. Price indexes as
calculated by various institutes
were at their highest levels
mid-year
compared
those
recorded almost a decade
ago. Such staples as maize
went up 45%; wheat, 12% and
rice, 10% due to pandemicrelated supply disruptions
between last year and this,
causing hardship for many
families already struggling
with inflation and stagnant
incomes. The UN reports that
as many as 811 million people
went hungry last year, 102
million higher than 2019 figure.
Worse, 2.37billion people, an
unacceptable 30% of humanity
did not receive adequate food
intake in 2020, a troubling 320
million increase on 2019 figure.
World Food Programme (WFP)
adds to the depressing news by

Continues from Page 1
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in the speed and manner Africa’s
internet economy is transforming
development on the continent by
fostering economic opportunities,
creating jobs, and providing innovative
solutions to complex challenges,
including access to health care,
education and finance. Driving this
growth is a combination of increased
access to faster and better internet
connectivity, a rapidly expanding
urban population, a growing tech talent
pool, a vibrant startup ecosystem, and
Africa’s commitment to creating the
world’s largest single market, through
the African Continental Free Trade
Agreement (AfCTA).
There is no sector where this is more
pronounced than the financial sector
where Africa-based fintech firms are
growing into global behemoths. The
number of open banking platforms
across Africa is soaring at an impressive
rate. These platforms provide thirdparty financial service providers with
fast, open access to consumer banking,
transaction, and other financial data
from banks and non-bank financial
institutions through the use of APIs and
data aggregation services.
In this year’s edition of Finnovating for
Africa, one of the continent’s leading tech
media platforms, Disrupt Africa, tracks
only six players in the space thus far, four
from Nigeria and two from South Africa.
Those six ventures, it reveals, have already
raised US$15,675,000 between them,
giving market watchers hope that the best
is yet to come from the continent.
Having missed out of the past three
industrial revolutions, the developing
world has no excuse this time round to
be caught napping as the fourth gathers
momentum. All effsorts must be geared
towards closing the gaps and embrace
fully the opportunities provided by the
digital economy.

warning that 272 million people
are in danger of losing their
livelihoods, and in the worstcase scenario, their very lives if
conditions remain as dismal as
they were in the past year.
Productivity loss
Accounting for 16% of global
GDP,
the
manufacturing
industry as whole took a big
hit as expected, given long
factory shutdowns and supply
chain disruptions the pandemic
made inevitable. Estimates from
sundry sources post Foreign
Direct Investments, FDI, which
indicates investor confidence
in the global economy, shrank
between 5 and 15 percent.
Productivity dipped in Europe,
Japan and North America, but
less so in China and Korea. Even
so, these strong Asian countries
saw uncharacteristic drops
on manufacturing and export
growths of up to 25%.
The obvious implication of the
downturn in manufacturing is
the massive layoffs and turmoil
it caused in the labour market.
Naturally, all these have resulted
in a drop in demand, which
affects small and medium-sized
enterprises
disproportionately
more than the big corporations.
The impact on SMEs can be
summed up in the adage, “if
gold rusts, what will iron do?”.
Small businesses do not have the
resilience and financial muscles
to withstand or weather the
dwindling access to credit and
other restrictions, lockdowns and
cutbacks countries were forced or
obliged to decree.
Road to recovery
Luckily for humanity, as the
uptake of anti-COVID vaccines
improves by the day, it seems the
worst is over in many countries of
the world. From the most severely
affected countries in the Americas,
Europe and Africa with relatively
few cases, the harshest restrictions
are coming down; borders are
re-opening. Isolation policies are
being reviewed and restrictions
lifted. In-person meetings are
once again becoming the norm
as symbolized by last month’s
76th United Nations General
Assembly (UNGA) meetings of
global Heads of governments in
New York, USA which recorded
over 100 leaders in attendance.
According to WHO, some 6.2
billion doses of vaccines have
helped to stem the spread of
the deadly virus. This feat is
encouraging countries to open up
to the inflow of visitors thereby
improving international trade,
which in turn enables the healing
of man, the economy and society
at large.
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US’ growth slash
and its implications
The global economic recovery
from the coronavirus (COVID-19)
pandemic is weakening and
risks are rising, according to the
International Monetary Fund (IMF).
The IMF on October 12 slashed its
2021 growth forecast for the United
States by one full percentage point
to 6 percent, the biggest reduction
suffered by any G7 economy in its
latest World Economic Outlook.
The cut reflects disruptions
to supply chains and softening
consumption in the third quarter,
the IMF said.
The revision comes days after
Goldman Sachs cut its growth
forecasts for the US economy
this year and next, citing weaker
consumer spending and the
winding down of the government’s
Covid-19 relief programmes.
The IMF now expects the global
economy to grow 5.9 percent in
2021, 0.1 percentage points lower
than the July forecast. The outlook
for 2022 remained unchanged.
Despite the modest revision, the
organization said that economic
risks have increased.
“Rapid spread of Delta and
the threat of new variants have
increased uncertainty about how
quickly the pandemic can be
overcome,” it said. “Policy choices
have become more difficult,
confronting
multidimensional
challenges — subdued employment
growth, rising inflation, food
insecurity, the setback to human
capital accumulation, and climate

change — with limited room to
maneuver.”
The IMF also cut its 2021
growth forecasts for China,
Japan and Germany, the world’s
next largest economies. It said
that shortages of materials were
weighing
on
manufacturing
output in Germany, while in Japan
emergency coronavirus measures
implemented between July and
September had dented the recovery.
China’s economy is expected
to grow 8 percent in 2021, slightly
less than the July forecast due to a
scaling back of public spending,
the IMF added. It also flagged
“large scale, disorderly corporate
debt defaults,” including in China’s
property sector, as a risk to financial
markets that could “reverberate
widely.”
Overall, the balance of risks for
the global economy is “tilted to the
downside,” according to the IMF,
which pointed to rising inflation
fueled by higher commodity
prices and mismatches between
supply and demand following the
pandemic.
Supply chain bottlenecks have
led to shortages of a range of goods
and astronomical increases in
shipping costs, which are pushing
up consumer prices. Although
the IMF expects inflation to return
to its pre-pandemic range across
most economies next year, it said
that a persistent supply-demand
imbalance could keep prices
elevated for longer, prompting

central banks to hike interest rates
sooner than expected.
Other risks to the growth outlook
include a failure to lift the US debt
ceiling, which could have “serious
implications for financial markets,”
it added.
Disruptions to sectors such as
hospitality and retail have caused
the labor market recovery to
“significantly lag” the recovery in
economic growth in most countries,
it said. Lower levels of employment
are expected to persist, reflecting
“possible lingering health concerns,
replacement income under furlough
schemes or unemployment benefits
cushioning income loss, and the
accelerated shift to automation.”
Labour markets in developing
economies have been hardest hit.
At the same time, large disparities
in vaccine access and government
support between richer and poorer
countries are creating a “dangerous
divergence in economic prospects,”
IMF chief economist Gita Gopinath
warned. “The outlook for the lowincome developing country group
has darkened considerably due to
worsening pandemic dynamics,”
she added.
While almost 60 percent of people
in advanced economies are fully
vaccinated, with some individuals
now receiving booster shots, about
96 percent of the population in
low-income countries remains
unvaccinated, according to the IMF.
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Needed: Investment to fight climate change
South Africa, Ethiopia, and Kenya require $280 billion in investment by 2050 to
tackle climate change in their cities

An investment of $280 billion is required
to combat the effects of climate change
in 35 cities in South Africa, Kenya and
Ethiopia by switching to low-carbon
alternatives, according to a new report.
South Africa will require the largest
share ($215 billion) of this investment,
followed by Ethiopia ($42 billion) and
Kenya ($27 billion). The three countries
represent an increasingly significant
and growing share of Africa’s urban
population (18 per cent).
‘Financing
Africa’s
Urban
Opportunity’ was released September
27, 2021 by the Coalition for Urban
Transitions, a global initiative to support
national governments to accelerate
economic development and tackle
climate change.
Rapid urbanisation in Africa along
with major threats from the impacts of
climate change, such as floods, droughts
and heat waves, is putting immense
pressure on the continent’s resources, the
report stated. It added:
Investing in low-carbon, climateresilient urban development through the
three pillars of compact urban growth,
connected infrastructure and clean
technologies will deliver a better future

Cyril Ramaphosa

for the environment and for Africa’s
urban population.
The study focused only on major
cities, defines as urban areas with at
least 250,000 inhabitants, that are large
enough for these interventions to be
relevant.
Across 35 major cities — 20 in

Abiy Ahmed

Uhuru Kenyatta

Ethiopia, four in Kenya and 11 in South
Africa — investment in more compact,
clean and connected cities is expected to
deliver total benefits equal to $1.1 trillion by
2050, the report mentioned.
The financing will support an average of
210,000 net new jobs in Ethiopia, 98,000 in
Kenya and 120,000 in South Africa to 2050.

For major cities in Ethiopia, Kenya
and South Africa, benefits are expected
to be $90 billion, $52 billion and $190
billion respectively.
A vast majority of the continent face
budgetary constraints, high debt levels
and poor creditworthiness. So, realising
the investments will be a difficult task.

Ouch! September 2021 was one of the four warmest Septembers globally
Europe had near-record warmth in places during September 2021 but was cooler
than average in the east, and close to average overall, according to Copernicus
September 2021 was one of the four warmest
Septembers globally. But it was also a month that
saw contrasting temperature anomalies in different
parts of the world, according to a new analysis
by Copernicus, the European Union’s Earth
observation programme.
Europe had near-record warmth in places, but
was cooler than average in the east, and close to
average overall, according to Copernicus’ website.
Other regions such as central South America, north-

Sun set for climate change

CLIMATE CHANGE

western Africa and southern and eastern China had
above average temperatures, Copernicus added.
In western Europe, the United Kingdom reported
its second-warmest September on record, based on
the countrywide average temperature for the month.
Neighbouring France reported its highest-ever daily
maximum September temperature for the country as

a whole.
September 2021 was much warmer than the 1991-2020
average over most regions of western Europe. In contrast,
eastern Europe was correspondingly cooler than the
1991-2020 average, though not cool enough to be recordbreaking in a long-term context.
Helsinki, Finland’s capital, had a cooler September
in 2021 than in any year from 1997 to 2020, but 11 earlier
Septembers in the period from 1961 to 1996 were cooler.
Below average temperatures occurred in the region
extending from eastern Europe to Lake Baikal in the
Russian Far East. Greenland, which had experienced
high temperatures in August, saw much-below average
temperatures except its far north-east.
September was warmer than average over:
•
The central regions of the United States and
Canada
•
North-western Africa
•
An arc from Iran through central Asian countries
to southern China
•
Parts of Siberia
•
Drought-hit central South America and much of
the Antarctic
•
Air temperatures continued to be below average
over much of the tropical and sub-tropical eastern Pacific
Ocean
They were predominantly above average over central
and eastern parts of the mid-latitude North Pacific, but
below average east of Japan.
Temperatures were also well above average over
a region of the extratropical South Pacific east of the
International Dateline. It was warmer than average over
almost all of the Atlantic and Indian Oceans.
Before September 2021, the Septembers of 2020, 2019 and
2016 also had been very warm. September 2021 was 0.40
degrees Celsius warmer than the 1991-2020 average for
September.
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Climate Change: Can global
consensus spur action?

By Chris Ajaero
“The alarm bells” of disruptions caused
by climate change “are deafening”,
moans Antonio Guiterres, United Nations
Secretary-General, who, like many
concerned denizens of the world, has heard
more than an earful.
Last year, climate change-related disasters
displaced over 30 million people, the bulk of
them from developing countries least able
to adapt. The hope is that the upcoming
United Nations Framework Convention
on Climate Change (UNFCCC COP26)
in Glasgow, Scotland and the growing
consensus on the existential danger of
uncontrolled rising temperatures will spur
a lethargic world and its leaders into action.
World Bank Group President David
Malpass says the institution accounted for
over half of multilateral climate finance to
developing countries—and over two-thirds
of adaptation finance in the past year. “In
2021,” he says, “we’re delivering even more.
Our Climate Change Action Plan for 2021–
2025 dedicates an average of 35 percent of
Bank Group financing over the next five
years to climate action. We are aligning Bank
Group financing with the Paris Agreement
goals.”
The $420 million climate-smart
agriculture project in Maharashtra,
India, which supported 310,000 farmers
in adopting climate-smart agricultural
practices, is a good example. The project is
expected to reduce climate change-related
crop failures and eventually benefit seven
million people in a region prone to severe
drought. Another good move is the plan
to invest over $5 billion over the next five
years to help restore degraded landscapes
and improve agricultural productivity in
11 developing countries threatened by such
effects of climate change as desertification
and rising temperatures.
Kristalina Georgieva, IMF Managing

António Guterres, UN Scribe

Félix Tshisekedi, AU president

Director, says the Fund is also putting
“climate change at the heart of its work —
fromcountry,regional,andglobaleconomic
surveillance to capacity building — helping
Small Island states with fiscal strategies that
build resilience.”
Earlier this year, the Fund launched the
Climate Change Indicators Dashboard, in
collaboration with partners including the
Organisation for Economic Cooperation
andDevelopment(OECD),theWorldBank,
the UN, and the European Commission.
Georgieva is positively motivated: “We
know what must be done. The time is now.
As we look ahead to COP26, we must be
ready to move decisively — together — for
the sake of our planet, prosperity and for
people everywhere”.
World political leaders are equally gung
ho. President Joseph Biden of the United
States says his administration is investing
in green infrastructure and would double
its climate finance contributions to US$11.4
billion per year by 2024. His Chinese
counterpart, President Xi Jinping, has
pledged that China will end all financing

of coal-fired power projects abroad
and “redirect its support” to green and
low carbon energy in other developing
countries.
Felix Tshisekedi, Chairperson of the
African Union (AU) and President of the
Democratic Republic of Congo, says the
continent’s Green Recovery Action Plan is to
embolden action on five priority areas that
include: - (i) improving climate finance, (ii)
supporting the just transition to renewable
energy, (iii) nature-based solutions and
a focus on biodiversity, (iv) resilient
agriculture, and (v) green and resilient cities.
Alok Sharma, COP26 President,
commended the AU for the initiative.
“From developing climate finance flows
to championing nature-based solutions,
this roadmap will ensure African priorities
and initiatives are supported on the road to
COP26 and beyond,” he says.
Clearly, the global consensus on climate
change, today, seems to be spurring more
than the “blah blah blah” youth activist
Greta Thunberg recently accused world
leaders of on the issue.

Theodor
Swedjemark,
Chief
Communications and Sustainability
Officer, member of the Group Executive
Committee of ABB Limited, Switzerland
believes that winning the race to zero
greenhouse emissions is not just a question
of innovation and policy change. “We need
a sustainability reset regarding how we talk
about climate action. Only then can we turn
the promise of the sustainability win-winwin into the reality for our post-pandemic
future,” he says.
Fortunately for humanity and thankfully
too, the reset button seems punched. The
“alarm bells” have become a global wakeup call, as British Prime Minister Boris
Johnson notes.
A rise of 1.5 degrees C in global
temperatures is seen as the most that
humanity could cope with without
suffering widespread economic and social
upheaval. The 1.1degrees C warming
already recorded has been enough to
unleash disastrous weather. This year,
heat waves killed hundreds in the Pacific
Northwest and smashed records around
the world. Wildfires fuelled by heat and
drought are sweeping away entire towns
in the U.S. West, releasing record carbon
dioxide emissions from Siberian forests, and
driving Greeks to flee their homes by ferry.
Further warming could mean that in
some places, people could die just from
going outside. Scientists at the IPCC warn
that “the more we push the climate system
... the greater the odds we (will) cross
thresholds”.
But all is not yet lost, as Tamsin Edwards
of King’s College, London reminds the
world: “the more we limit warming, the
more we can avoid or slow down those
changes”.
Now, again, as in past periods when
man’s survival and continued existence
were at stake, humanity’s destiny is in its
hands.

Rice Farmers in Ghana need finance for new
technologies, but banks don’t trust them
New farming technologies have the
potential to improve livelihoods and
food security in Sub-Saharan Africa.
Better seed varieties, soil fertility
practices and pest management can
all increase productivity. A United
Nations Development Programme
(UNDP) report says growth in the
region’s agriculture is more effective
than other economic sectors when it
comes to ending hunger and reducing
poverty.
Steps have been taken over decades to
enhance farmers’ access to improved
seeds and technologies that are
essential to stimulate agricultural
transformation on the continent. The
efforts were at both local, national and
regional levels by governments and
donors.
But studies continue to show that the
adoption rate of modern technologies
is low among the region’s farmers.

This situation has resulted in poor
agricultural productivity, high-levels
of food insecurity and rural poverty.
Over 65 percent of the households
in Sub-Saharan Africa are mainly
smallholder farmers, many are poor
and vulnerable.
Smallholder farmers in Sub-Saharan
Africa have a common problem —
lack access to the finance they need to
adopt modern technologies.
In Ghana, for example, smallholder
rice farmers are facing the challenge of
access to loans, thus preventing them
from adopting modern technologies.
It is found that banks and financial
institutions don’t trust smallholder
farmers. They relay their mistrust by,
for example, requesting outrageous
collateral, a high sum of savings
capital, and a high-interest rate for
agriculture loans. There are also
usually long delays in accessing any

Yedu Addison

funds.
Rice is the second most important
food crop in Africa. Rice is also a
significant source of income for
rural farmers. In Ghana, rice is the
second most important cereal and is
fast becoming a cash crop for many
farmers. Rice demand in Ghana is
projected to grow at a compound
annual growth rate of 11.8 percent.
At the moment, most rice farmers
are planting old rice variety seeds
using broadcast seeding. These give
poor yields compared to those using
modern technologies.
Such technologies include new rice
varieties, a high-capacity thresher
for rice, a mobile application called
RiceAdvice that provides tips on
rice farming, mechanical weeders
that could reduce labour in rice
production, and localised farmer
advice for nutrient management.
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Revolutionising cross-border payments in Africa
Afreximbank, AfCFTA kick off Pan African payment and settlement system
CERTAINLY, the rollout of the Pan
African Payment and Settlement System
(PAPSS) by the African Export-Import
Bank (Afreximbank) and the Secretariat
of the African Continental Free Trade
Area (AfCFTA) is timely. With at least 40
countries out of 54 ratifying the Africa Free
Trade Agreement, there is no doubt that
African countries are eager to trade with
each other.
The Pan-African Payment and
Settlement System (PAPSS) is a timely
intervention that promises to make the
cross border payments seamless, cheaper
and currency friendly. The PAPSS is
expected to save the continent over US$5
billion in cross border payments.
The Pan African Payment and Settlement
System, aimed at enabling African
countries to make instant cross-border
payments in local currencies, “would
serve as a continent-wide platform for the
processing, clearing, and settling of intraAfrican trade and commerce payments,
leveraging a multilateral net settlement
system.”
The PAPSS has already been tested in the
West African Monetary Zone (WAMZ),
the same area where a single currency
project is being developed under the Eco
label. To accelerate the expansion and
ensure settlement finality, Afreximbank

has approved US$500 million to
support clearing and settlement in
countries within the WAMZ. An
estimated additional US$3 billion
will be made available to support the
implementation of the system across
the continent.
Central banks on the continent
have agreed to use the facility, but
discussions are still needed to secure
maximum membership. The share
of intra-African trade remains low,
according to indicators from the
International Trade Centre. In 2020,
imports between African countries
reachedUS$58.6 billion, down for the
second year in a row, and representing
less than 12 percent of the total imports
of countries in the region.
The weak volume of intra-African
trade is mainly due to the multiplicity
of currencies on the continent. “With
the implementation of PAPSS, Africa
can expect to begin to reap the fruits
of the African Continental Free Trade
Agreement. Afreximbank is proud to
have contributed to the realization of
the multi-decade dream that seemed
unachievable just a few years ago,” said
Benedict Oramah, Chairman of PAPSS
Management Board and Afreximbank
President.

Optimism over
Botswana’s economy

Peggy Serame
Buoyed by higher diamond
sales and GDP accounts rebasing,
Botswana has lifted 2021 economic
growth forecast.
The Southern African country
now expects economic growth of
9.7 percent this year, compared with
the 8.8 percent forecast earlier in the
year, helped by higher diamond
sales and a recent rebasing of GDP
accounts.
Upbeat, Finance Minister Peggy
Serame expects the 2021 budget
deficit to widen to 3.9 percent from
the 2.8 percent seen in February.

In July, Botswana revised its real
GDP accounts base year to 2016
from 2006, seeking to improve the
accuracy of its measurement of
economic growth.
Due to the rebasing, last year’s
economic contraction is now much
deeper — at 8.5 percent — rather
than the 7.9 percent originally
reported, while nominal GDP is
now 4.6 percent lower at 172,552
million pula ($15.5 billion), with
US$1 exchanging at 1359 pulas.
Serame said “the larger than
forecast contraction in 2020 is,
however, expected to be offset
by an improvement in growth in
2021 which has now been revised
upwards to 9.7 percent growth for
the year”.
She added that the upward
revision was due to a combination
of technical changes resulting from
the rebasing of GDP by Statistics
Botswana in July 2021, alongside
the strong performance of the
diamond sector in the first half of
2021.
After falling by 30 percent in
2020, sales of rough diamonds by
Debswana Diamond Company,
a joint venture between the
government and Anglo American’s
De Beers, jumped 41 percent in the
first half of 2021, fuelled by demand
from major markets the United
States and China.

Benedict Oramah

IMF’s vote of confidence
in Georgieva
The executive board of the International
Monetary Fund (IMF) on October11
expressed confidence in the leadership of
Kristalina Georgieva, its Managing Director,
after allegations that she manipulated data
to placate China when she was a senior
World Bank official.
Last month, an independent inquiry
commissioned by the World Bank
concluded that Ms. Georgieva had played
a central role in meddling with its 2018
Doing Business survey. The findings
raised questions about her judgment and
ability to continue leading the IMF. But
ultimately its executive board decided that
the investigation “did not conclusively
demonstrate” that she had acted
improperly.
“Having looked at all the evidence
presented, the executive board reaffirms its
full confidence in the managing director’s
leadership and ability to continue to
effectively carry out her duties,” the board
said in a statement. The board further stated
that “it trusts in the managing director’s
commitment to maintaining the highest
standards of governance and integrity in the
IMF.”
Ms. Georgieva, a Bulgarian economist,
maintained strong support from many of
the I.M.F.’s shareholders, including France,
which had lobbied hard for her to get the
job in 2019. The United States, which is
the fund’s largest shareholder, declined
to express public support for her after the
allegations but ultimately did not call for her
removal.

Last week, the IMF’s executive board
spent hours interviewing officials from
Wilmer Hale, the law firm that conducted
the World Bank’s investigation. They also
interviewed Ms. Georgieva, who criticized
the process of that investigation and insisted
that she had acted appropriately.
“The Wilmer Hale Report does not
accurately characterize my actions with
respect to Doing Business 2018, nor does it
accurately portray my character or the way
that I have conducted myself over a long
professional career,” Ms. Georgieva said in a
statement to the board.
In an interview on October 12, Ms.
Georgieva said she was pleased with the
outcome and was looking forward to
focusing on the work of the Fund.
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So that Zambia can come out of the woods

Zambian President Hakainde
Hichilema and his new government
have set their sights on implementing
policies to reduce the fiscal deficit,
restore economic growth and review
mining policies.
The Zambian government is also
expected to review agricultural
policies, revise electricity prices and
reform state power firm Zesco.
Last November, Africa’s secondbiggest copper producer became
the first country on the continent to
default on its sovereign debt during
the pandemic, after failing to keep up
with payments on its nearly $13 billion
of international debt.
“Rebuilding our economy is top
on our agenda. We will implement
policies to address the fiscal deficit
while ensuring that confidence is
restored in the markets,” Hichilema
said. s“We have indeed inherited an
economy that is in dire straits and

requires bold and decisive action to
be taken,” he said, adding that his
government was committed to halting
the accumulation of expensive public
debt.
Zambia’s external debt includes
about $3 billion in Eurobonds, $3.5
billion in bilateral debt, $2.1 billion
owed to multilateral agencies and $2.9
billion in commercial bank debt.
Zambia also owes mining companies
ore than $1.5 billion in value-added tax
(VAT) refunds, an issue that soured
relations between the government and
the mining sector. The VAT refunds are
the top priority for the industry.
President Hichilema’s marketfriendly stance is expected to attract
new investment into Zambia’s mining
sector and help boost the country’s
copper production at a propitious time
of near record-high copper prices.
Hichilema’s predecessor, Edgar
Lungu, had pushed for greater state

Gabon wants payment for its role in
the fight against climate change

Ali Bongo Ondimba
Gabon is seeking payment for
its role in the fight against climate
change, say the country’s officials.
Importantly, in March of last year,

a study published by the journal
Nature found that many areas of
the Congo Basin were showing
signs of reduced carbon uptake
and specifically predicted that, by
2030, the basin is expected to absorb
14 percent less carbon than over
the previous 10 to 15 years. This
decrease in the carbon-absorbing
capabilities of the Congo Basin will
be detrimental to the fight against
climate change given the area’s
key role in regulating moisture
transport, rainfall patterns, and the
global climate.
In fact, according to the study, while
the Congo Basin is the world’s
second-largest rainforest behind the
Amazon, it stores more carbon over
the same area of land. Gabon, which
is home to 12 percent of the Congo
Basin, has managed to protect its
share of the rainforest, making it
one of the few carbon-negative
countries in the world.

Egypt captures 80% of investment
in North Africa in six years
Over the past six years, Egyptian
tech companies have dominated
the North African region, capturing
the largest share of funding raised.
They attracted 80 percent of the total
investments made in the region over
the period. The figure is revealed in a
report issued last October 4 by Baobab
Insights.
Tunisia came second with 11percent
of investments while Morocco
captured 8 percent. Algeria is the
worst performer with only 1 percent
of investments since 2015. Overall,
both the number and value of
deals closed by North African tech
companies between 2015 and August
2021 have grown steadily, except for

2018 and 2020.
In H1 2021, startups in the region raised
US$166.1 million through 52 rounds
of funding. Ten startups alone raised
85 percent of the total funds. And
Egyptian logistics and transportation
company Trella alone raised US$42
million, the highest amount.
While Egypt has been able to rely
on its strong population growth and
rapid tech adoption to strengthen its
entrepreneurial ecosystem, Tunisian
tech on the other hand has benefited
more from the Startup Act in 2018.
This legal framework has boosted the
tech landscape and encouraged the
emergence of startups, with funding
and tax breaks.

ownership of mines. State mining
investment company ZCCM-IH took
on $1.5 billion in debt in January to
take over Glencore’s majority stake in
the Mopani copper mine.
The previous government was
looking for an investor to fund the
mine’s expansion, which would boost
output from 34,000 tonnes of copper a
year to 150,000 tonnes.
Zambia as a whole hopes to increase
its annual copper output to 2 million
tonnes by 2026, new finance minister
Situmbeko Musokotwane said. The
country produced 882,000 tonnes last
year.
Hitting that target will require
significant investment in Mopani and
other mines across Zambia, as well as
in exploration.

Hakainde Hichilema

Uruguay eyes energy exports
from sea wind farms
The government of Uruguay is willing to
promote the generation of energy for export,
by installing wind farms with wind turbines
on the maritime platform.
To achieve this goal, the state-run oil
company ANCAP will be calling for bids
from international companies so that the
initiative entails no financial risk to the
Uruguayan coffers.
“We are telling the world that Uruguay is
determined to be part of the energy supply
in the future. Today, Uruguay, through
ANCAP, is setting foot in the future,” said
ANCAP Chairman Alejandro Stipanicic
during the launch of the H2u Off Shore
program.
Stipanicic made the announcements
flanked by Environment Minister Adrián
Peña and Deputy Minister Gerardo
Amarilla, in addition to Industry, Energy
and Mining Undersecretary Walter Verri,
National Energy Director Fitzgerald
Cantero and Industrial Environmental Unit
Coordinator María José González.
“This must be conceived as a state policy
in the energy transition,” stressed Stipanicic.
The plan “has no risks and does not involve
state investment, and Ancap’s participation
will be subject to what the law says,” he

added.
Stipanicic also pointed out that ANCAP
would act as a “promoting agent”, because
it has the experience, skills, adequate
knowledge and information, and because
dealing with the main oil companies is
relevant in these negotiations.
Industry Minister Omar Paganini recalled
in an online intervention from the United
Arab Emirates, where Uruguay participates
at the Dubai World Expo, that the country
has designed a roadmap on green hydrogen.
ANCAP’s proposal is based on four
items: strong pressure on demand towards
decarbonization; stability and international
prestige of the country; successful experience
in jobs and contracts in the largest oil
companies and wind potential in the
territorial sea and the exclusive economic
zone.
The bidding process will require several
months, after a period of data storage and
consultations with interested companies.
The idea is to set up between 8 and 16 blocks
between 250 and 500 square kilometres and
20 meters deep in the territorial sea and up to
50 meters in the exclusive economic zone. It is
hoped that in the next five years, there would
be projects operating in the Uruguayan sea.

Gold becomes the main export of
Bolivia in the eight months of 2021

Gold, bullion, and jewellery have
become Bolivia’s main export in the
first eight months of this year totalling
almost US$ 7 billion, considerably
higher than the US$4.213,4 billon of the
same period in 2020, which represents
a 65.4 percent increase, according to the
official INE stats office.
Given that imports in the first eight
months of the year reached US$5.674
million, the trade surplus climbed to
US$1.360 million in contrast with the
balanced results of 2020, no surplus, no
deficit.
Gold with a significant boost and
natural gas represented 45% of Bolivia’s
overseas sales in the Jan/August period
of 2021. This means gold and jewellery
totaled in eight months US$1.640 or
24 percent of exports compared to the
US$778 million a year ago. Clients of

Gold
Bolivian gold are mainly India, United
Arab Emirate, Turkey, US, Hong Kong
and Canada.
Meantime, natural gas sales to
Argentina and Brazil added up to
US$1.472 million, or 21 percent of exports,
slightly higher than in 2020. The Bolivian
government is confident that overseas
sales this year can reach US$10 billion, thus
breaking a five-year declining cycle.

NEWS

AnnualMeetings Daily, October 15-17, 2021

Sub-Saharan Africa has the largest
mobile broadband coverage gap, though
the coverage has significantly improved
in the region in recent years, according to
a new report.
Mobile broadband denotes access to
wireless internet via mobile telephony
networks.Mobile data was the least
affordable in the sub-Saharan countries:
The median cost as a share of monthly
GDP per capita was around 4 per cent.
The report defines this gap as people
living in areas not covered by a mobile
broadband network. The gap reduced
to 19 per cent in 2020 from 50 per cent in
2014 but was still more than three times
the global average of six per cent, said the
report.
The global mobile internet usage
trends were released as ‘The State of

Mobile broadband coverage gap
highest in sub-Saharan Africa
Mobile data was also least affordable in the region
Mobile Internet Connectivity, 2021’
report by Global System for Mobile
Communications (GSMA), an industry
body that represents the interests of mobile
operators worldwide, in September 2021.
“The GSMA Consumer Survey
involved more than 9,000 respondents
from eight LMICs and was conducted inperson between October 2020 and January
2021,” the researchers wrote in the report.
The LMICs covered in the survey were

COVID-19: Tanzania needs $1.1 billion
support right away
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Bangladesh, India, Pakistan, Algeria,
Kenya, Mozambique, Nigeria and
Guatemala.
The final report compiled the results of
this survey as well as usage trends of the
recent years.
Sub-Saharan Africa had the biggest
gender gap in mobile internet usage in
2020, the report stated. The region also
had the widest urban-rural disparity in
mobile internet usage in 2019, when the
rural population was found to be 60 per
cent less likely to be connected to mobile
internet.
The rural-urban gap reduced in
Kenya, Nigeria and Guatemala in 2020,
increased in Algeria and remained
relatively unchanged in the rest of the
LMIC markets surveyed.
Affordability emerged as a key
barrier to mobile internet use for many,
heightened by the economic impact of
the COVID-19 pandemic.
The biggest increases in coverage also

occurred in the sub-Saharan African
region and the Pacific Islands, the analysis
showed.
Countries in west and east Africa,
including Nigeria, Mali and Tanzania,
saw major 3G, 4G and 5G rollouts.
More than a quarter or 28 per cent of the
region’s population was using mobile
internet, more than double the coverage
in 2014, the survey found.
Mobile broadband subscriptions in
sub-Saharan Africa are predicted to
increase, reaching 76 per cent of mobile
subscriptions by 2026, according to the
new Ericsson Mobility Report.
Globally, 450 million people or 6 per
cent of the world’s population were living
inareasnotcoveredbymobilebroadband,
the GSMA report stated. Around 94 per
cent of the world’s population had access
to mobile broadband networks but the
progress slowed, it added.
As many as 3.4 billion people in
the world lived in areas with mobile
broadband connectivity but did not use
mobile internet, the researchers found.

British government delays in
locking down society when Covid-19
hit last year were “one of the most
important public health failures” in
the country’s history, according to
parliamentary report released on
October 12.
In a damning assessment, a crossparty group of British MPs found
government pandemic planning was
too focused on flu and had failed to
learn the lessons from the prior Sars,
Mers and Ebola outbreaks.
The study, published by two
parliamentary watchdog committees
after months of hearings, comes ahead
of an independent public inquiry
into the government’s coronavirus
handling due to begin next year.
Britain has been hit hard by the crisis,
with nearly 138,000 Covid-19 deaths
since March last year, raising questions
about why it has fared worse than
other nations.
MPs on two parliamentary
committees said the government
had waited too long to push through
lockdown measures in early 2020.
Leading advisers had pushed a
“deliberate policy” to take a “gradual
and incremental approach” to
interventions such as social distancing,
isolation and lockdowns, said the
report.
That approach had been proved
“wrong” and cost lives, they noted.
“Our test and trace programme
took too long to become effective. The
government took scientific advice
seriously but there should have
been more challenge from all to the
early UK consensus that delayed a
more comprehensive lockdown,”
lawmakers Jeremy Hunt and Greg
Clark, who led the committees behind
the report, said.
“Decisions on lockdowns and
social distancing during the early

weeks of the pandemic - and the
advice that led to them - rank as one
of the most important public health
failures the United Kingdom has ever
experienced,” they wrote.
There was a “policy approach
of fatalism about the prospects for
Covid-19 in the community”, which
contributed to the failures.
Government planning for a
pandemic was also misplaced and too
“narrowly and inflexibly based on a flu
model”, while ministers and advisers
were accused of groupthink by some
experts, according to the report.
Britain had also been too slow to
introduce the isolation of infected
people and their households, and
mistakenly implemented “light-touch
border controls” only on countries
with high Covid-19 rates.
The panel took evidence from a
range of figures, including Prime
Minister Boris Johnson’s controversial
former chief adviser Dominic
Cummings, who assailed his former
boss’s handling of the crisis.

COVID-19: British govt fumbled

Samia Suluhu Hassan
TANZANIA authorities have put
faith in a comprehensive pandemic
response plan — Tanzania COVID-19
Socioeconomic Response Plan (TCRP)
— to address the fallout of the COVID-19
shock.
The TCRP encompasses the National
Deployment and Vaccination Plan,
an outline of the country’s agenda of
vaccinating 20 per cent of the population
with COVAX. eastern African country
may not meet its goal.
Tanzania requires urgent financial
assistance to implement the plan and avert
the severe health, social and economic
consequences of a reported third wave of
the virus.
According to a new report, Tanzania
needs urgent financial support of $1.1
billion (1.5 per cent of its gross domestic
product) to mitigate the effects of the
novel coronavirus disease (COVID-19)
pandemic.
Tanzania’s current account deficit is
expected to widen to 4.5 per cent of the
country’s GDP in 2021-22 due to continued
COVID-19 shock, International Monetary
Fund (IMF) said in a recent report.
Tanzania’s current account balance
deteriorated in 2020-21, mainly because
of the collapse in tourism receipts that
declined by about 55 per cent in the fiscal
year. Traditional goods exports (coffee,
cotton and tobacco) are estimated to have
declined by around 40 per cent due to
weak external demand and lower global
prices.

The country earned around $874
million from tourism in 2020-21. The
country’s GDP growth rate fell to two per
cent in 2020 amid the ongoing COVID-19
pandemic, the World Bank estimated.
Business slowed across a wide range
of sectors and firms, especially exportoriented sectors such as tourism and
manufacturing, it added.
Tanzania’s gross national income per
capita had increased to $1,080 in 2019 from
$1,020 in 2018.
Bo Li, deputy managing director, IMF,
said: The IMF board approved $567.25
million in emergency financial assistance
on September 7 — $189.08 million under
the Rapid Credit Facility (RCF) and a
purchase equivalent to $378.17 million
under the Rapid Financing Instrument
(RFI).
These tools will support the authorities’
efforts in responding to the pandemic
by addressing the urgent health,
humanitarian and economic costs,
according to the international financial
body. They will also help catalyse support
from development partners, the report
mentioned.
The TCRP addresses financing needs
in other areas, such as tourism, education,
water, and social protection, the paper
added. The country needs a financial
stimulus of $1.6 billion (or 2.2 per cent
of GDP) in FY2021-22 for COVID-19, of
which 36 per cent is expected to be financed
by the RCF and RFI, the plan estimated.

Boris Johnson
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“Nigeria believes that protecting
our planet and its biodiversity
and climate are important to our
collective survival. That is why;
we are working on a transition to
low carbon economy, consistent
with achieving the Paris Climate
Agreement and the Sustainable
Development Goals.” ”
— Muhammadu Buhari,
President of Nigeria

“Supporting small businesses in the
developing world has always been a
priority for IFC. But this overwhelming
need created by the pandemic
demanded that we step forward in new
and decisive ways. With COVID-19
dragging Africa into its first economic
recession in 25 years, IFC committed
$1 billion in new direct financing for
MSMEs on the continent.”
— Makhtar Diop, Managing Director,
International Finance Corporation
(IFC)

“COVID-19 vaccination does
not cause infertility in women.
I address this rumour with my
patients of reproductive age
who have not been vaccinated.
There is no plausible reason, no
medical or scientific mechanism
for this vaccine to interact with a
woman’s reproductive organs or
have any interaction with an egg
that’s been released or fertilized.”

“The
COVID-19
pandemic,
which has killed more than 4.6
million people and infected over
228 million people globally, has
exposed glaring inequalities
among nations over vaccine
access and affordability.”
— Anthonio Gueterres, Secretary
General of the United Nations

“Fair and broad access to effective
and safe COVID-19 vaccines is key
to saving lives and strengthening
Africa’s
economic
recovery.
Faster vaccine deployment would
accelerate the region’s growth to
5.1% in 2022 and 5.4% in 2023 - as
more containment measures are
lifted, boosting consumption and
investment.”

—Albert Zeufack, Chief
Economist for Africa at the
World Bank

“Rebuilding
the
Zambian
economy is top on our agenda.
We will implement policies to
address the fiscal deficit while
ensuring that confidence is
restored in the markets. We have
indeed inherited an economy that
is in dire straits and requires bold
and decisive action to be taken.”

—Hakainde Hichilema,
President of Zambia

— Laura Morris, Medical
Director, University of Missouri
School of Medicine

“The world is experiencing a strong
recovery, thanks to decisive actions
taken by governments and central
banks at the height of the crisis.
But as we have seen with vaccine
distribution, progress is uneven.
Ensuring the recovery is sustained
and widespread requires action
on a number of fronts - effective
vaccination across all countries
and concerted public investment
strategies to build for the future.”
— Matthias Corman, Secretary-General,
Organisation for Economic Cooperation
and Development (OECD)

“Leading
central
banks
today resemble ships pushed
dangerously close to deflationary
cliffs by the COVID-19 shock. Now
the wind is changing, and their
anti-inflation anchors are slipping.
For the European Central Bank,
some slippage might be a good
thing, because it was previously
anchored too close to the shore.
But the US Federal Reserve should
perhaps now start worrying about
drifting into the open sea.”
—Daniel Gros, member of the
board and a distinguished fellow
at the Centre for European Policy
Studies

The Summit
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“This is a historic moment. The
long-awaited malaria vaccine for
children is a breakthrough for
science, child health and malaria
control. Using this vaccine on top
of existing tools to prevent malaria
could save tens of thousands of
young lives each year.”.”
— Tedros Adhanom Ghebreyesus,
Director-General, World Health
Organisation (WHO)

“About 90% of the population in
Africa has yet to receive its first
dose of the Covid-19 vaccine,
while the developed world is
speaking of a third round of
vaccines for its citizens. How can
this be morally justifiable when
the virus knows no boundaries?”
— Amanuel Giorgio, Deputy
Permanent Representative
Permanent Mission of Eritrea to
the United Nations

“In Sierra Leone, through our
Quick Action Economic Response
Programme, we are building fiscal
resilience by investing in agriculture,
human capital development, and
expanding
productivity
through
economic diversification. But we
believe our post-COVID recovery will
be anchored in creased private sector
investments, international trade, and
development financing in growth
sectors.”

“The flight of an estimated
$1 trillion in resources from
developing countries annually,
in the form of illicit financial
flows, in addition to tax havens
and tax abuses, especially from
multinational corporations, must
be addressed.” ”
—Munir Akram, Permanent
Representative of Pakistan to
the United Nations

— Julius Maada Bio, President of Sierra
Leone

“The Petroleum Industry Act (PIA) 2021
will undoubtedly assist in harnessing
Nigeria’s potential to achieve its plan
of increasing oil production to 4mb/d
and oil reserves from 37bbls to 40bbls,
while also drawing on the country’s
estimated 600TCF of natural gas
reserves to provide clean and efficient
energy. These resources will be crucial
in supplying world markets with a
broad portfolio of energy options, as
well as supporting the global endeavour
to alleviate energy poverty.”
— Timipre Sylva, Nigeria’s Minister of
State for Petroleum Resources

“China will strive to reprieve
carbondioxide emissions before
2030, and achieve chief carbon
neutrality before 2060. This requires
tremendous hard work and we will
make every effort to meet these
goals. China will step up support
for other developing countries in
developing green and low carbon
energy and will not build new coalfired power projects abroad.”
—Xi Jinping, President of China

“Policies have been efficient in
buffering the shocks and ensuring a
strong recovery. Planning for more
efficient public finances shifted
towards investment in physical and
human capital is necessary and will
help monetary policy to normalise
smoothly once the recovery is
firmly established.”
—Laurence Boone, Chief Economist,
Organisation
for
Economic
Cooperation and Development
(OECD)

“The global climate crisis, the
increasing number of natural
disasters, and the new global
pandemics, all have the potential
to undo development. Climate
change impacts have already
fallen on the most vulnerable
parts of the global societies - those
who have not benefited from
development, and are unable to
shield themselves from the fires
and floods aggravated by climate
change.”
— Saad Alfarargi, UN Special
Rapporteur
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Cryptocurrencies’ Next Stage

By ALEH TSYVINSKI
Regulators around the world are cracking
down on cryptocurrencies. China has banned them.
The United States is considering a range of measures
aimed at reining them in. The Bank of England
is developing capital requirements for financial
institutions that hold them. But, far from spelling
disaster for the crypto industry, regulation is vital to
its long-term prospects.
The crypto market’s development began
with what can best be described as the “product
innovation” stage. Blockchain technology enabled
people to approach old questions (What is money?
How can art be created and valued?) in new ways.
This resulted in highly visible applications, such as
virtual currencies and tokenized artworks. But it
also enabled less glamorous innovations in a wide
range of areas, from tracking container shipments to
improving the integrity of health-care records.
Will blockchain’s impact be revolutionary?
It depends what you consider a “revolution.”
Northwestern University’s Robert Gordon, for
example, questions whether the impact of more
recent technological innovations will be as farreaching as that of previous breakthroughs. Will
smart phones prove to be as important as electricity?
Will e-commerce be as transformative as steam
power? Can the internet’s impact compare to that of
radio and the telegraph?
Revolutionary or not, blockchain will undoubtedly
have a significant impact on a variety of traditional
industries as it spurs the creation of new companies,
products, and applications. In fact, that is already
happening. This “mainstreaming” of blockchain
applications marks the end of the first stage of the
technology’s development.
Now, cryptocurrency is entering the next phase
of its evolution: becoming an investable asset. To be
sure, cryptocurrencies are already an asset, with a
market capitalization of around $2 trillion. But it is
a market marred by fraud, scandals, insider trading,
pump-and-dump schemes, and other shady or
illegal activities.
This is the case even for the “safest”
cryptocurrencies, stablecoins, which are supposed
to be backed by hard currency. In fact, Gary B.
Gorton, my colleague at Yale, and Jeffery Zhang, a
member of the US Federal Reserve System’s Board
of Governors, compare stablecoins to the private
banknotes that were circulated during America’s
“free-banking era,” from 1837 to 1862, when any
bank could issue its own currency. With regulations
porous or nonexistent, the private money was prone
to wild price fluctuations and panics.
If stablecoins are barely regulated, the rest of the
crypto market is the Wild West. This is perhaps the
most serious impediment to the cryptocurrency
industry’s development. Clear rules of the game
are essential if the industry is to attract significant
institutional money.

Now, cryptocurrency
is entering the next
phase of its evolution:
becoming an
investable asset

As it stands, large institutional investors either
shy away from the sector or dabble in it in “venturecapital mode,” investing at an individual-company
level. If they are to start regarding cryptocurrencies
as an alternative asset class – like fiat currencies,
commodities, or derivatives – three conditions must
be met.
First, there must be clean and reliable data. Here,
the cryptocurrency market has made important
strides. Although financial information remains
imperfect and incomplete, many data providers
now go beyond pricing data, at least for the largest
cryptocurrencies. Key players in the traditional
finance sector – such as the S&P Dow Jones, with
its Digital Market Indices portfolio – provide
an important methodological benchmark for
constructing such data and ensuring its credibility.
Second, we need research that facilitates a deeper
understanding of cryptocurrencies as an asset class.
Academic research has underpinned the creation of a
number of new asset classes, such as derivatives and
index funds, not to mention investment approaches
like factor investing. Now, important progress is
being made on cryptocurrencies.
For example, Cornell’s Will Cong, Ohio State
University’s Ye Li, and Columbia’s Neng Wang have
developed theoretical models that allow valuation of
cryptocurrencies. The University of Texas’s Michael

Sockin and Princeton’s Wei Xiong have done the
same. And Yukun Liu of the University of Rochester,
Xi Wu of the University of California, Berkeley, and
I have studied cryptocurrencies from an empirical
asset-pricing perspective and concluded that they
can be analyzed using conventional financial tools
and should be a part of investors’ portfolios.
The third condition is a credible regulatory framework.
As it stands, such a framework remains nascent, not
least because regulating cryptocurrencies presents
significant challenges. Some are conceptual and require
the development of new theories, or the modification of
existing ones, in accounting and law. Others are practical:
for example, while the records of all transactions are
public, the identities of the parties executing the trades
are difficult or impossible to ascertain. And virtually all of
these considerations are global, meaning that regulators in
most major countries (at least) will need to coordinate their
oversight efforts without stifling innovation.
Once these challenges are overcome, and an effective
regulatory framework is put in place, cryptocurrencies
will come of age. The attention-grabbing,
experimentation-heavy teen years will be followed by
the establishment of a more predictable version of the
crypto market in which cryptocurrencies represent a
credible asset class.
–Aleh Tsyvinski is Professor of Economics at Yale
University.
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After “Doing Business”

By MAURICIO CÁRDENAS

Earlier this year, the World Bank commissioned me
and five fellow academics to develop recommendations
on how to improve the methodology behind its annual
Doing Business report, which ranked countries on the
quality of their business regulations and their overall
business environment. The report had been a lightning
rod for controversy since its inception in 2003. While it
generated glowing coverage in the global business media,
it was also subject to constant criticism for its perceived
anti-regulation, anti-union, and anti-tax slant.
On September 1, we submitted our final
recommendations, calling for a major overhaul of
Doing Business including ending the practice of ranking
countries. Two weeks later, the World Bank announced
that it was scrapping the report entirely after a separate
investigation by an outside law firm concluded that data
had been deliberately manipulated in order to alter some
countries’ rankings, notably those of China and Saudi
Arabia.
Setting aside the debate over what really happened
in the past, the end of Doing Business has important
consequences. We have no doubt that the world needs
a tool to measure countries’ conditions for business
development and attractiveness for foreign direct
investment, and that the data from such a project are
highly relevant to both researchers and business and
government leaders.
The World Bank has already declared its intention
to keep working on business-climate issues. But to reestablish itself in this domain, it will have to overcome a
deep trust deficit and take drastic steps to restore public
confidence in its data. Our ideas about how to fix Doing
Business could now serve as minimum criteria that any
new effort in this area should meet.
First, the World Bank should not build a new index
to rank countries, as Doing Business did. Such aggregate
indices are inevitably arbitrary, and the rankings invoke
normative judgments that go far beyond the available
evidence. Even prior to the recent data manipulation
scandal, it was clear that the methodology behind many
of the individual Doing Business indicators needed to be
overhauled.
The core problem was that Doing Business did not
actually survey businesses, or measure the real-world
costs of doing business for a representative set of small and
medium-size enterprises. Instead, it relied on subjective
judgments from a small group of experts, who were
invited to assess the costs of regulation for a hypothetical
firm that was often quite unrepresentative in many of the
countries the Bank evaluated. The emphasis on de jure
assessments needs to be replaced with de facto conditions.
As luck would have it, separate World Bank surveys
have periodically asked actual firms’ managers some of
the same questions posed by Doing Business: about the
time required to register a business, get a construction
permit, clear goods through customs, and so on. Firms’
own answers, it turned out, bore no relation to those of
the Doing Business experts. If there is a successor to Doing
Business, it has to start from real data, not hypotheticals.
A second set of issues concerns assumptions about
the right policies or regulations, which are implicit in any
business-environment ranking. For some indicators, such
as delays in registering a business, less is clearly better. But
for others, like the corporate tax rate, the optimal policy is
the subject of vigorous academic debate.
The tax issue became increasingly awkward for the
Doing Business report in recent years. As 130 countries
finalized plans this year for a global minimum corporate
tax rate, the index continued to encourage a race to the
bottom in corporate taxation.
Third, any serious attempt to measure a country’s

business environment must consider government efforts
to fix market failures and provide essential public goods.
But the World Bank’s broad vision of how to promote a
good business climate, as embodied in the Doing Business
index, suffered from some severe blind spots. For the
private sector to flourish, apparently, government mostly
needed to get out of the way.
This view made no allowance for public investments
in basic infrastructure such as roads, telecommunications
networks, and power grids, all of which are fundamental
to doing business but were entirely absent from the
report. Absent, too, was any reference to crime prevention
and public order, a skilled workforce, or investments in
research and development.
Finally, there is the question of data credibility. Greater
transparency would be a good start. The raw data
underlying the Doing Business report were never publicly
available, so the analysis could not be independently

The demise of Doing
Business presents the
World Bank with an
opportunity to reclaim its
intellectual leadership

replicated. Excessive focus on rankings and lack of access
to the data resulted in a product that was vulnerable to
political pressures and data haggling.
But transparency rules can never ensure against
deliberate manipulation. Ultimately, the World Bank will
have to convince data users that it has built a functional
firewall between its analytical work and its lending
operations. To that end, the Bank should abandon the
practice of selling advisory services on how to improve
outcomes in the statistics it directly measures.
The demise of Doing Business presents the World Bank
with an opportunity to reclaim its intellectual leadership
in global development through a renewed commitment
to collecting and analyzing credible data. Arguing that
the scandal was unfortunate but that the methodology
was right won’t cut it. The Doing Business rankings – that
result from the aggregation of indexes – were always
dubious, because they did not provide an accurate
picture of conditions on the ground and left no place for
crucial public investments, sensible taxes, or necessary
regulations. Any future effort to assess the business
environment in member countries must address these
shortcomings.
This commentary is also signed by the other members
of the External Review Panel for Doing Business: Laura
Alfaro, Alan J. Auerbach, Takatoshi Ito, Şebnem KalemliÖzcan, and Justin Sandefur.
–Mauricio Cárdenas, a former finance minister of
Colombia, is Visiting Senior Research Scholar at Columbia
University’s Center on Global Energy Policy.
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The Bretton Woods Credibility Crisis
By ANNE O. KRUEGER

objective as possible, even if they did rely
also on anecdotal evidence. The Doing
Business reports were highly respected
and thus widely used, not only by
national policymakers as an indication
of how their country’s regulations and
performance compared with others’, but
also by independent researchers and firms
and financial institutions contemplating
investments abroad. It was not uncommon
for a head of government to instruct his
ministers to pursue policies geared toward
climbing the rankings.
Many observers, including me, regarded
the Doing Business reports as the World
Bank’s single most important publication.
The Bank published the individual results
alongside the overall ranking, so anyone
who questioned the weights could apply
her own. While some governments
instituted Potemkin reforms – all façade
and no substance – there were many more
instances of Doing Business-inspired
policies that reduced costs and increased
productivity. As with all publications from
international economic institutions, Doing
Business’s credibility was the key to its
success.

Despite setbacks like the Great Recession
and the COVID-19 pandemic, the world
economy has had a massively successful
run since World War II. That success was
underpinned by the post-war global economic
system and its central institutions: the
International Monetary Fund, the World Bank,
and the World Trade Organization (previously
the General Agreement on Tariffs and Trade).
In joining the Bretton Woods institutions,
countries around the world agreed to subject
their economic behavior to an international
rule of law.
These institutions all have governing bodies
with representatives from member states,
as well as highly qualified technocratic staff
to carry out their work. The periodic reports
they produce have been essential sources of
information and analyses. But one of these
reports, the World Bank’s annual Doing
Business index, has become the source of
enormous controversy.
The point of Doing Business was to report on
each member state’s regulatory environment,
elements of which include legal procedures,
wait times, start-up costs, the efficiency of
the judicial system, and the accessibility and
reliability of basic utilities like electricity.
These and many other factors determined each
country’s overall ranking. In the 2018 report,
for example, New Zealand ranked highest,
and Somalia the lowest.
While no measure is perfect, the procedure
for determining the rankings was transparent,
and the indicators in each report were as

“

Credibility is essential
for the critical work the
IMF and World Bank
do. Both employ highly
respected researchers,
world-class economists
and statisticians, and
dedicated officials

But following the 2018 report, there were
complaints about the data that had been
used, leading the World Bank to commission
the highly regarded law firm WilmerHale
to investigate. Its report, issued last month,
found serious irregularities with respect
to China’s ranking in the 2018 report.
The investigators report that Kristalina
Georgieva, the Bank’s then-CEO (second in
command) who has since become managing
director of the IMF, urged staff to reconsider
the results for China, and then “explored …
ways to change the methodology to raise
China’s ranking.” The report also points

out that the Bank had an interest in placating
China, because it was seeking Chinese support
for a capital increase at the time.
All told, the investigators provided sufficient
evidence of Georgieva’s involvement to
raise serious doubts about Doing Business’s
credibility and integrity. The current president
of the World Bank, David Malpass, has
suspended publication of the 2021 report and
discontinued future ones. The Bank will surely
examine and amend its procedures to prevent
similar efforts at manipulation in the future.
Credibility is essential for the critical work
the IMF and World Bank do. Both employ
highly respected researchers, world-class
economists and statisticians, and dedicated
officials. They know they are civil servants
and not politicians; all are highly committed to
their jobs. True, in some cases (some of which
are known to me), there has been pressure at
the political level to support a certain lending
program or policy position. But a central
part of the leadership’s job is to shield staff
from undue interference in their reports and
analyses.
Attempting to massage the ranking for one
country in a cross-country report is egregious
not only because it undermines the credibility
of the report but also because it harms the
other countries whose rankings are changed as
a result. When a country falls in the rankings,
its ability to attract foreign investors and
businesses can be diminished.
Like Caesar’s wife, IMF and World Bank
leaders must be well above suspicion in
overseeing these institutions’ work and
safeguarding the integrity of the data on
which that work relies. Georgieva’s reported
actions certainly raise serious doubts about
her commitment to the integrity of the data,
including in the context of her new role.
If an IMF managing director is thought to
be amenable to pressures to alter data and
analyses, the credibility of the Fund’s work
will be greatly diminished, if it is believed at
all. It is one thing for the managing director
to urge the Board to approve a program
of questionable merit based on a report
providing an honest account of the situation.
It is quite another thing to pressure staff to
alter the numbers.
Should Georgieva remain in her position, she
and her staff will surely be pressured to alter
other countries’ data and rankings. And even
if they resist, the reports they produce will
be suspect. The entire institution’s work will
be devalued. That prospect alone should be
enough for the IMF’s political masters to find
a new managing director whose commitment
to the integrity of the work is not in question.1
––Anne O. Krueger, a former World Bank
chief economist and former first deputy
managing director of the International
Monetary Fund, is Senior Research Professor
of International Economics at the Johns
Hopkins University School of Advanced
International Studies and Senior Fellow at
the Center for International Development at
Stanford University.
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The Bitcoin Fountainhead
By DARON ACEMOGLU

With the price of Bitcoin
reaching new highs, and El
Salvador and Cuba deciding
to accept it as legal tender,
cryptocurrencies are here to stay.
What implications will this have
for money and politics?
Money depends on trust. It is
accepted in exchange for goods
and services only because people
can confidently assume that
others will accept it in the future.
This is as true for the US dollar
as it is for gold. To argue that
cryptocurrencies like Bitcoin are
merely a confidence game – or
a speculative bubble, as many
economists have emphasized – is
to ignore their popularity.
And yet, cryptocurrencies
lack the stable institutional
foundations needed to bolster the
public’s trust in them. Trust thus
ebbs and flows, making them
fragile and volatile, as Bitcoin’s
wild gyrations have amply
demonstrated.
Moreover, with Bitcoin
and other cryptocurrencies
that rely on “proof-of-work”
mechanisms, transactions
must be continuously verified
and logged in a decentralized
ledger (in this instance based
on blockchain). This requires
millions of computers to operate
continuously to update and
verify transactions – work that is
incentivized by the opportunity
to be rewarded with newly
minted Bitcoin.
The energy consumed in
these “mining” operations now
exceeds that of a medium-sized
country like Malaysia or Sweden.
Now that the world has awoken
to the dangers of climate change
(and to the paltriness of our
response to it so far), this massive
waste should make Bitcoin
highly unattractive.
And yet, despite its volatility,
fragility, and massive carbon
footprint, five factors have
conspired to make Bitcoin an
attractive proposition to many
people: its political narrative;
the criminal activities it enables;
the seigniorage it distributes; the
techno-optimism of the current
age; and the desire to get rich
quick at a time when few other
economic opportunities beckon.
Let’s consider each in turn, going
in reverse order.
We live in an era of dwindling
economic prospects. Even
workers with a college

degree can no longer count
on securing a stable job with
good and rising pay. When
economic opportunities are so
scarce, get-rich-quick schemes
become especially alluring.
Not surprisingly, there is now
an entire industry dedicated
to telling people that they, too,
can strike gold by investing in
Bitcoin. Money has been pouring
into the cryptocurrency because
millions of people in the United
States and around the world
think they can realize significant
returns from it.
The narrative of massive
returns for amateur and retail
investors from a cryptocurrency
is in keeping with our
technology-obsessed age.
We are constantly being told
that technological ingenuity
is creating a brighter future.
And on the surface, there is no
denying that Bitcoin is a marvel
of technological innovation.
It took genuine creativity and
mastery to create such an
intricate decentralized system,
capable of functioning without
any oversight or government
enforcement.
Seigniorage, or the additional
purchasing power conferred
(typically to governments)

by control of the money
supply, is another factor in
Bitcoin’s appeal. When the US
government puts new currency
into circulation, it can use it
to purchase services or pay its
debt. The prospect of gaining
seigniorage is very attractive,
and probably helps to explain
why there are now more than
1,600 listed cryptocurrencies. In
the case of Bitcoin, the absence
of a centralized authority means
that seigniorage is distributed,
thus providing an incentive for
mining efforts (which are now
being conducted by more than
a million people around the
world).
A dedicated source of demand
can help a new currency
establish a reliable footing. For
cryptocurrencies in general,
and for Bitcoin in particular,
this anchor is planted firmly in
the criminal world. In its early
days, demand for Bitcoin was
boosted by dark-web sites such
as Silk Road, which enabled
all sorts of illicit transactions.
To this day, criminal activities
account for almost half of Bitcoin
transactions, by some estimates.
Each of these four factors
has boosted Bitcoin artificially.
Obviously, our society’s

With Bitcoin and other cryptocurrencies
that rely on “proof-of-work”
mechanisms, transactions must be
continuously verified
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economic ills will not be solved
by people making money from
Bitcoin. Nor has the prevailing
techno-optimist mood been
borne out in the real world. And
whatever benefits there are from
distributing seigniorage via
mining, they are more than offset
by the massive waste of energy.
That leaves the political
argument for Bitcoin. Will it
liberate us from undue state
power over the economy? Not
really.
True, the US Federal Reserve
sometimes acts in mysterious
ways, and the Wall Street bailout
during the 2008 financial crisis
was rightly seen as an inside job
that benefited banks and bankers
at the expense of ordinary
people. The desire to reduce
politicians and policymakers’
excessive power is thus
understandable.
But Bitcoin is not the answer.
It appeals to a puerile libertarian
ideology in which a lone genius
battles an overweening state to
liberate individual excellence.
Indeed, the real-world person
– or persons – who designed
Bitcoin and wrote its inspiring
manifesto under the pseudonym
Satoshi Nakamoto is even more
deserving of the “visionary”
label than the fictional John Galt
(the hero of Ayn Rand’s Atlas
Shrugged).
Yet the vision itself is pure
fantasy. The risk of Western
governments producing runaway
inflation or undermining the
international monetary system
is vanishingly small. The real
existential threat today lies
in political polarization, the
unraveling of democracy, and
democratic political systems’
inability to keep economic elites
and authoritarian politicians in
check.
A new currency will not solve
these problems. What is needed
are measures to ensure that
politicians, bureaucrats, and
Silicon Valley and Wall Street
tycoons act responsibly. This
requires democratic participation
and active civic engagement.
Gimmicks like Bitcoin are a
distraction from the real work
that must be done.
–Daron Acemoglu, Professor of
Economics at MIT, is co-author
(with James A. Robinson) of
Why Nations Fail: The Origins of
Power, Prosperity and Poverty
and The Narrow Corridor: States,
Societies, and the Fate of Liberty.
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The China Sleepwalking Syndrome
By JOSEPH S. NYE, JR.
As US President Joe Biden’s administration
implements its strategy of great power
competition with China, analysts seek historical
metaphors to explain the deepening rivalry. But
while many invoke the onset of the Cold War, a
more worrisome historical metaphor is the start
of World War I. In 1914, all the great powers
expected a short third Balkan War. Instead, as the
British historian Christopher Clark has shown,
they sleepwalked into a conflagration that lasted
four years, destroyed four empires, and killed
millions.
Back then, leaders paid insufficient attention to
the changes in the international order that had once
been called the “concert of Europe.” An important
change was the growing strength of nationalism. In
Eastern Europe, pan-Slavism threatened both the
Ottoman and Austro-Hungarian empires, which
had large Slavic populations. German authors
wrote about the inevitability of Teutonic-Slavic
battles, and schoolbooks inflamed nationalist
passions. Nationalism proved to be a stronger
bond than socialism for Europe’s working classes,
and a stronger bond than capitalism for Europe’s
bankers.
Moreover, there was a rising complacency
about peace. The great powers had not been
involved in a war in Europe for 40 years. Of
course, there had been crises – in Morocco in 190506, in Bosnia in 1908, in Morocco again in 1911,
and the Balkan wars in 1912-13 – but they had all
been manageable. The diplomatic compromises
that resolved these conflicts, however, stoked
frustration and growing support for revisionism.
Many leaders came to believe that a short decisive
war won by the strong would be a welcome
change.
A third cause of the loss of flexibility in the
early twentieth-century international order was
German policy, which was ambitious but vague
and confusing. There was a terrible clumsiness
about Kaiser Wilhelm II’s pursuit of greater power.
Something similar can be seen with President
Xi Jinping’s “China Dream,” his abandonment
of Deng Xiaoping’s patient approach, and the
excesses of China’s nationalistic “wolf warrior”
diplomacy.
Policymakers today must be alert to the rise
of nationalism in China as well as populist
chauvinism in the United States. Combined with
China’s aggressive foreign policy, a history of
standoffs and unsatisfactory compromises over
Taiwan, the prospects of inadvertent escalation
between the two powers exist. As Clark puts it,
once catastrophes like WWI occur, “they impose
on us (or seem to do so) a sense of their necessity.”
But in 1914, Clark concludes, “the future was still
open – just. For all the hardening of the fronts in
both of Europe’s armed camps, there were signs
that the moment for a major confrontation might
be passing.”
A successful strategy must prevent a sleepwalker
syndrome. In 1914, Austria was fed up with
upstart Serbia’s nationalism. The assassination of
an Austrian archduke by a Serbian terrorist was
a perfect pretext for an ultimatum. Before leaving
for vacation, the German Kaiser decided to deter
a rising Russia and back his Austrian ally by
issuing Austria a diplomatic blank check. When
he returned and learned how Austria had filled it

“

A successful US
strategy toward
China starts at
home. It requires
preserving
democratic
institutions that
attract rather than
coerce allies
out, he tried to retract it, but it was too late.
The US hopes to deter the use of force
by China and preserve the legal limbo
of Taiwan, which China regards as a
renegade province. For years, US policy
has been designed to deter Taiwan’s
declaration of de jure independence as well
as China’s use of force against the island.
Today, some analysts warn that that this
double deterrence policy is outdated,
because China’s growing military power
may tempt its leaders to act.
Others believe that an outright
guarantee to Taiwan or hints that the
US is moving in that direction would
provoke China to act. But even if China
eschews a full-scale invasion and merely
tries to coerce Taiwan with a blockade or
by taking one of its offshore islands, all
bets would be off if an incident involving

ships or aircraft led to loss of life. If the US reacts
by freezing assets or invoking the Trading with the
Enemy Act, the two countries’ metaphorical war
could quickly become real. The lessons of 1914 are
to be wary of sleepwalking, but they do not provide
a solution to managing the Taiwan problem.
A successful US strategy toward China starts at
home. It requires preserving democratic institutions
that attract rather than coerce allies, investing in
research and development that maintains America’s
technological advantage, and maintaining
America’s openness to the world. Externally, the
US should restructure its legacy military forces to
adapt to technological change; strengthen alliance
structures, including NATO and arrangements
with Japan, Australia, and South Korea; enhance
relations with India; strengthen and supplement
the international institutions the US helped create
after World War II to set standards and manage
interdependence; and cooperate with China where
possible on transnational issues. So far, the Biden
administration is following such a strategy, but
1914 is a constant reminder about prudence.
In the near term, given Xi’s assertive policies, the
US will probably have to spend more time on the
rivalry side of the equation. But such a strategy can
succeed if the US avoids ideological demonization
and misleading Cold War analogies, and maintains
its alliances. In 1946, George Kennan correctly
predicted a decades-long confrontation with the
Soviet Union. The US cannot contain China, but
it can constrain China’s choices by shaping the
environment in which it rises.
If the Sino-American relationship were a hand of
poker, Americans would recognize that they have
been dealt a good hand and avoid succumbing to
fear or belief in the decline of the US. But even a
good hand can lose if it is played badly.
––Joseph S. Nye, Jr. is a professor at Harvard
University and author of Do Morals Matter?
Presidents and Foreign Policy from FDR to Trump.
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Downgrading Africa’s Development
By HIPPOLYTE FOFACK

IN 2020, the COVID-19 pandemic
triggered Africa’s first recession
in a quarter-century and, with
it, an avalanche of sovereign
credit-rating downgrades across
the region. Eighteen of the 32
African countries rated by at
least one of the “big three”
agencies – Fitch Ratings, Moody’s,
and S&P Global Ratings –
suffered downgrades that risk
exacerbating the immediate crisis.
Moreover, the ratings agencies’
actions could undermine
the longer-term structural
transformations needed to reduce
these economies’ unhealthy
commodity dependence.
Fifty-six percent of rated
African countries were
downgraded last year –
significantly above the global
average of 31.8% and the
averages in other regions (45%
in the Americas, 28% in Asia,
and 9% in Europe). The share
of affected African sovereigns is
even higher (62.5%) if we include
the two (Kenya and Mauritius)
downgraded in the first half of
2021. The glut of downgrades has
been accompanied by a torrent
of negative reviews of African
countries’ ratings outlooks.
Between them, the three agencies
revised downward the outlook of
17 sovereigns – four from positive
to stable and 13 from stable to
negative.
The significance of these largescale downgrades extends far
beyond their number. Botswana,
Mauritius, Morocco, and
South Africa had long enjoyed
investment-grade status. But last
year’s downgrades of Morocco
and South Africa to “junk” status
mean that Africa will emerge
from the pandemic with more
than 93% of its sovereigns rated
below investment grade, which
could trigger disproportionately
negative “cliff effects.”
The downgrades of African
sovereigns are underpinned
by several factors, but two
are especially relevant to the
region. The first is the ratings
agencies’ institutional instinct
to preserve their reputational
capital. The second concerns socalled “perception premiums,”
or the overinflated risks that
the agencies perennially assign
to African sovereign and
corporate borrowers, irrespective
of improving economic
fundamentals.
By raising African countries’
risk premiums, the ratings cuts
could hamper their access to the

development finance that would
support the growth and structural
transformation of their economies.
Higher premiums will increase
borrowing costs and reduce
demand for African public assets.
Prevailing regulations either
prohibit many foreign investors
from holding sub-investmentgrade securities, or generally deter
such investments by requiring
that extra capital be held against
them.
The spillover effects of the
downgrades were felt strongly
across Africa when the sharp
tightening of financial conditions
early in the COVID-19 crisis led
to sudden stops and reversals
in capital flows. Capital
outflows from the region
reached new highs, with South
Africa particularly affected.
The country’s net non-resident
portfolio outflows from bonds
and equities exceeded $9.7 billion
in 2020, or 3.26% of GDP, and its
ten-year bond yield rose by more
than 100 basis points from 8.24%
to 9.27% between January and
September 2020.
Likewise, African sovereign
Eurobond spreads increased
dramatically in the wake of the
downgrades. They rose sharply
relative to the full JP Morgan
EMBI averages, setting a record
in June after rising by over 1,000
basis points above US Treasuries
and more than 400 basis points
above the all-grade EMBI
composite index spread.
The fact that most African
sovereign issuers were already
rated below investment grade
before the pandemic magnified

the downgrades’ short-term
effect on their international
borrowing costs. Research by
Moody’s has shown that whereas
bond yields are relatively
insensitive to downgrades when a
borrower’s rating remains above
investment grade, they become
very responsive even to small
downgrades when the rating is in
junk territory. This may help to
explain the large spreads across
Africa last year, and it validates
policymakers’ concerns about
the cliff effects associated with
the downgrades of Morocco and
South Africa.
Besides their short-term
economic effects, procyclical
ratings downgrades can
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have long-lasting negative
spillovers because they are not
automatically reversed after a
crisis has passed. As the pandemic
gathered pace in April 2020,
for example, Fitch announced a
dramatic multi-notch downgrade
of Gabon’s sovereign rating
to CCC from B, largely on the
grounds that falling oil prices
would widen the country’s
twin deficits and undermine the
government’s capacity to honor
its commitments to external
creditors.
Although oil prices have since
recovered to above pre-crisis
levels, an upgrade of Gabon’s
credit rating seems far from
imminent. Empirical evidence
shows that it takes an average of
seven years for a downgraded
developing country to regain its
previous rating.
Early in the COVID-19
crisis, therefore, the European
Securities and Markets Authority
cautioned ratings agencies against
deepening the downturn through
quick-fire downgrades. The
European Systemic Risk Board
echoed these concerns, stressing
the need for greater transparency
and the timely incorporation in
credit-rating models of changing
economic fundamentals. With
a view to reducing volatility,
these regulators also advocated
a through-the-cycle approach to
credit-risk assessment.
Affordable access to such
financing will boost Africa’s
returns on investment and
accelerate the diversification of
its sources of growth and trade.
This, in turn, will increase African
countries’ fiscal space and set
them on a path toward long-term
fiscal and debt sustainability, both
of which are positive for credit
ratings.
Ratings agencies should
therefore pursue a more
balanced approach that
accounts for increases in credit
risk – and thus preserves their
reputational capital – without
undermining developing
countries’ economic recovery or
long-term development goals.
Striking that balance will enable
African economies to escape the
destructive twin traps of highcost development financing
and commodity dependency,
and accelerate global income
convergence.
––Hippolyte Fofack is Chief
Economist and Director of
Research and International
Cooperation at the African
Export-Import Bank
(Afreximbank).
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The Nobel Prize in Literature, considered the pinnacle of achievement for creative
writers, has been awarded 114 times to 118 Nobel Prize laureates between 1901
and 2021. This year it went to novelist Abdulrazak Gurnah, who was born in
Zanzibar, the first Tanzanian writer to win. The last black African writer to
win the prize was Wole Soyinka in 1986. Gurnah is the first black writer to win
since Toni Morrison in 1993. Charl Blignaut asked Lizzy Attree to describe the
winner and share her views on his literary career.
By Lizzy Attree
Who is Gurnah and what is his place in
East African literature?
Abdulrazak Gurnah is a Tanzanian writer
who writes in English and lives and works
in the UK. He was born in Zanzibar, the
semi-autonomous island off the east African
coast, and studied at Christchurch College
Canterbury in 1968.
Zanzibar underwent a revolution in
1964 in which citizens of Arab origin were
persecuted. Gurnah was forced to flee
the country when he was 18. He began to
write in English as a 21-year-old refugee
in England, although Kiswahili is his
first language. His first novel, Memory of
Departure, was published in 1987.
He has written numerous works that
pose questions around ideas of belonging,
colonialism, displacement, memory and
migration. His novel Paradise, set in colonial
east Africa during the first world war, was
shortlisted for the Booker Prize in 1994.
Comparable to Moyez G. Vassanji, a
Canadian author raised in Tanzania, whose
attention focuses on the east African Indian
community and their interaction with the
“others”, Gurnah’s novel Paradise deploys
multi-ethnicity and multiculturalism on
the shores of the Indian Ocean from the
perspective of the Swahili elite.
A distinguished academic and critic,
he recently sat on the board of the Mabati
Cornell Kiswahili Prize for African literature
and has served as a contributing editor for
the literary magazine Wasafiri for many
years. He is currently Professor Emeritus of
English and Postcolonial Literatures at the
University of Kent, having retired in 2017.
Why is Gurnah’s work being celebrated what is powerful about it?
He was awarded the Nobel for his
uncompromising
and
compassionate
penetration of the effects of colonialism and
the fates of the refugee in the gulf between
cultures and continents.
He is one of the most important
contemporary
postcolonial
novelists
writing in Britain today and is the first black
African writer to win the prize since Wole
Soyinka in 1986. Gurnah is also the first
Tanzanian writer to win.
His most recent novel, Afterlives, is about

Ilyas, who was taken from his parents by
German colonial troops as a boy and returns
to his village after years of fighting against
his own people. The power in Gurnah’s
writing lies in this ability to complicate the
Manichean divisions of enemies and friends,
and excavate hidden histories, revealing the
shifting nature of identity and experience.
What Gurnah work stands out for you
and why?
The novel Paradise stands out for me
because in it Gurnah re-maps PolishBritish writer Joseph Conrad’s 19th century
journey to the “heart of darkness” from
an east African position going westwards.
As South African scholar Johan Jacobs
has said, he reconfigures the darkness
at its heart … In his fictional transaction
with Heart of Darkness, Gurnah shows
in Paradise that the corruption of trade
into subjection and enslavement pre-dates
European colonisation, and that in East
Africa servitude and slavery have always
been woven into the social fabric.
The tale is narrated so gently by 12-yearold Yusuf, lovingly describing gardens
and assorted notions of paradise and
their corruption as he is pawned between
masters and travels to different parts of the
interior from the coast. Yusuf concludes
that the brutality of German colonialism is
still preferable to the ruthless exploitation
by the Arabs.
Like Achebe in Things Fall Apart (1958),
Gurnah illustrates east African society on
the verge of huge change, showing that
colonialism accelerated this process but did
not initiate it.

“

Abdulrazak Gurnah
is a Tanzanian writer
who writes in English
and lives and works
in the UK

Is the Nobel literature prize still
relevant?
It’s still relevant because it is still the
biggest single prize purse for literature
around. But the method of selecting a
winner is fairly secretive and depends on
nominations from within the academy,
meaning doctors and professors of
literature and former laureates. This means
that although the potential nominees are
often discussed in advance by pundits, noone actually knows who is in the running
until the prize winner is announced. Ngugi
wa Thiong’o, for example, is a Kenyan
writer whom many believe should have
won by now, along with a number of others
like Ivan Vladislavic from South Africa.
Winning puts a global spotlight on a
writer who has often not been given full
recognition by other prizes, or whose work
has been neglected in translation, thus
breathing new life into works that many
have not read before and deserve to be
read more widely.
––Lizzy Attree is an Adjunct Professor,
Richmond
American
International
University.

