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Initial effects of the crisis will be felt through trade due to
a fall in commodity prices (mineral and non-mineral) and
plummeting demand from developed countries. In fact,
many of the new export industries in Sub-Saharan Africa
are at risk of collapsing. Workers’ remittances, trade
finance and FDI are also expected to dry up, posing grave
risks to balance of payment sustainability. Nonetheless,
the reorientation of trade towards emerging markets,
prudent macroeconomic reforms and debt relief have
Africa better placed to weather the crisis compared to
10 years ago.
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Governments can promote growth through greater
domestic investment and consumption. One strategy is to
adopt sustainable fiscal policies that increase government
revenue and create an attractive environment for
investment. Another is to eliminate bottlenecks for
the domestic private sector. Here, Information and
Communication Technologies (ICTs) can play a powerful
role by overcoming traditional infrastructure constraints
and reducing business costs.

There is a serious risk that growing economic troubles can
lead to socio-political crisis, especially in fragile states, as
the 2007 “food riots” demonstrated. There is evidence,
however, that some governments are opting to maintain
law and order without shifting to authoritarianism. The
challenge will be to continue against a background of
dwindling public resources and uncertain donor support.
Palliative solutions may come from improved governance
and transparency through regular electoral consultations
and reforms in public administration.

During the crisis, governments should preserve gains
obtained in the recent past by pursuing structural reforms,
infrastructure development and poverty reduction. They
will have to balance these efforts with the preservation
of macroeconomic fundamentals (public expenditure
streamlining, real exchange rate depreciation to reinstate
competitiveness, and inflation control). Donor countries
must scale-up ODA commitments and use aid counter-
cyclically and more effectively.
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