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Africa is on the rise

World’s ten fastest-growing economies*
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GDP growth, unweighted annual average, %

Annual average GDP growth, %

2001-2010t 2011-20154

Angola 11.1  China 9.5 Asian countries

China 10.5 India 8.2

Myanmar 10.3  Ethiopia 8.1

Nigeria 8.9 Mozambique 7.7

Ethiopia ................. 8 ‘ I?E.z.a.ﬂif ................ 72 African countries

Kazakhstan 8.2 Vietnam 7

Chad 7.9  Congo 7.0

Mozambique 7.9 Ghana 7.0

Cambodia 7.7 Zambia 6.9

................................................................... ; : : 5

Rwanda 7.6 Nigeria 6.8 1970s  1980s  1990s  2000s 2011-15¢
*Excluding countries with less than 10m population and

Sources: The Economist; IMF Iraq and Afghanistan 12010 estimate #Forecast




But is the growth
inclusive?
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Bevolking naar inkomensgroep

1,5 $1/Day Poverty and Growth in Sub-Saharan Africa, 1970-2006
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Origins of growth
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Growth factors:

_ « Natural resource
Africa, the poorest exploitation

continent, will likely . Population growth
see the highest rates . Urbanization

of economic growth . Global growth

« Macro economic

in the coming

decades. management
« Governance

« Remittances
« FDI and aid



Factor Land / Nature
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Many untouched mineral resources Large potential for agriculture

AFRICA'S MINERAL RESOURCES

Africa represents about 60 percent of the potentially available cropland
_/W_, in the world
/*k#,ﬁ .? MEDITERRANEAN SEA Additional available cropland, 2009’
_J(Of!’ lﬁ—' e : Milion hectares
ALGISEA ‘ \ g0 Brazil
! En | Others 80
Argentina
Latin Venezuela
America Others
:W = Sudan
o / B DRc
- or -/ B Angola
e (¢ wl Sub-Saharan .
i {
'_/ 'é) — //'/ Afica B Zambia
5 = Mozambique
o Central African
SENCHELLES
L + Republic
B Tanzania
& Comons. i Others
"’,//C.S 1 Cropland defined as land producing output greater than 40% of maximum yield under rain-fed conditions,
® @/ excluding forest areas
‘} / SOURCE: World Bank/Food and Agriculture Organization, Awakening Africa’s sleeping grant;
s McKinsey Global Institute
% of all Itivated land
60% of all uncultivated lan




Factor Labour
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Fastest growing labour market Rising labour productivity

Africa’s workforce will become the world’s largest by 2040 Africa’s labor productivity grew for the first time in decades
Size of the working-age' population Real GDP growth, Africa
Million %
1,200
1100 Africa 1980-90 1990-2000 2000-08
India
1,000
900 China Labor force
800 growth'
700
600 Labor
0 Southeast Asia productivity
Latin America growth
400 \Europe
300 .
200 North America Total GDP growth @
100 E
Japan
0
1950 55 60 65 70 75 80 85 90 95200005 10 15 20 25 30 35 40
1 Population aged 15-64. 1 Used working-age population (15-64) as a proxy for kabor force.

SOURCE: United Nations World Population Prospect; McKinsey Global Institute SOURCE: Conference Board World Economy database; McKinsey Global Institute




Factor Capital

African countries attract

more capital than ever
before

African capital inflows have grown by over 400 percent since 2000

African capital inflows (change in net foreign liabilities) ] FDI

$ billion [ Equity [l Other

80 81 82 83 84 85 86 87 838 89 90 91 92 93 04 95 96 97 98 99 00 01 02 03 04 05 06 07 08

Rates of return on FDI

are higher than
anywhere else

% of GDP 02 02 0.1 06 04 18 05 19 14 33 25 21 28

% of

investment 101 104 52 32 21 95 29 99 82 181 129 91 125

1 Compound annual growth rate.
SQOURCE: McKinsey Global Institute Global Capital Flows Database
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The rate of return on foreign direct investment in Africa is Asia
higher than in other developing countries Developing

Rates of return’ on inward foreign direct investment
%

economies
Middle East
Latin America
18 Africa

16
14
12
10

8

4
2

D i 1 1 1 1 1
1995 9 97 98 g9 2000 O1 02 03 04 05 06 2007

1 The rate of return is calculated as direct investment income for the current year divided by the average of FDI stock of the
previous year and the current year. The figures for 2007 rates of return are based on 39 counfries in Africa, 33 in Latin
America and the Caribbean, 11 in West Asia, and 18 in Asia

SOURCE: United Nations Conference on Trade and Development; McKinsey Global Institute




Agricultural potential:
so far no African
green revolution

FIGURE 2.4  INCREASES IN CEREAL PRODUCTION IN
SUB-SAHARAN AFRICA COME MORE FROM
EXPANDING HARVESTED AREA THAN FROM
BOOSTING YIELDS, 1961-1963 TO 2008-2010

Percent
100 —

80 —

60 —

20 —

Asia Sub-Saharan Africa World

. Combined area . Exclusively area expansion . Exclusively yield increase
and yleld increase

Source: Calculations based on FAQ (2012c).
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FIGURE 2.5 CEREALYIELDS STAGNATED FOR DECADES IN

SUB-SAHARAN AFRICA

Tonnes per hectare (three-year moving average)
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Source: Calculations based on FAC (2012c).




Why u nderUti I ized ? FIGURE1.2  WOMEN HAVE LESS CONTROL OF LAND IN

SUB-SAHARAN AFRICATHAN ANYWHERE ELSE,

2009
Low investment in water el and st e
management it
Low investment in / high cost |
of infrastructure Wi stnd
Low political priority to .
agriculture o

Sub-Saharan Africa

0.0 L : L . 1.0

No access Full access
to land tenure to land tenure

Property rights

Note: Regions are those defined by UN Women.
FIGURE 2.177 ECONOMIC GROWTH IN SUB-SAHARAN AFRICA Source: UN Women 2011, map 1.1, p. 40.
TRACKED RAINFALL FROM 1981 UNTIL THE LATE
1990s

Figure 3a: Per agricultural capita government expenditure on agriculture by
Percent
area, 1980 — 2007
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e Rainfall variation around the mean Annual change in GDP w— Asia (1 5) m——FCA (’9)
Note: Ch GDP and I lati ighted for 35 sub-Saharan Af s L MENA (7)
czuti.trle::’\vgnehlzata fDIB-:” :En:rcsl-pltatlon walues are populaticn-weighted averages for suU aharan African _SSA (1 2) —World (excl'g Higll h]come)

Source: Calculations based on NOAA (n.d} and World Bank (201 1b)



Africa could have
made more of the
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=1995 Africa's share of global resource assets
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0% . . |
Mining Energy Agriculture




Africa could have
made more of the
resource boom
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14%

=1995 Africa's share of global resource assets

[ loration in
' ining, spending on exp
?ﬂrinc‘a hags remained below $5 per

[ . in Canada,
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Barriers to investing
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Barriers to investing in Africa

Unstable political environment

We are a local organization I m
corruption | YR
Weak security | INFYT RN
Poor transport and logistics infrastructure I “
Inefficient administrative/regulatory environment I 14%
Customers are inaccessible I [ 12% |
Poor telecommunication infrastructure I [ 12% |
Poor access to highly skilled labor I [ 10% |

Lack of entrepreneurial culture and entrepreneurship I [ 8% |

Poor utilities and energy security I
Complex language, culture and values I m

Inefficient tax regime and customs procedures I [ 4% |
Poor price/quality ratio of labor I m

Low quality of life I [ a4y |

Source: Ernst & Young's 2011 Africa attractiveness survey.
Respondents selected several answers. Total respondents: 170.




Political Security: conflicts

: . Conflicts in Africa are primarily
environment: e intrastatal, with cross-border
democracy, S effects.

corruption, security Causes: poverty, democratic
! deficit, bad governance, youth

bulge, unemployment, history,
bad neighborhood effect

The number of conflicts has
decreased since 1995.

The number of fragile states
decreases.

African regime trends

CORRUPTION PERCEPTIONS INDEX 2012

1990: elections in 5 countries
2013: elections in 24 countries



Lacking infrastructure
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Africa's infrastructure deficit

Normalized units

gras with access)

ation (% of housholds with access)




Western companies
dare more negat!v_e 7}%% Ministerie van Buitenlandse Zaken
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Will Africa become more attractive in the next three years: investors' perception by location.

60 40 20 0 20 40 60 80 100

Africa 88%

Emerging countries 84%

All respondents 75%

-
.
m
Asia m 79%
__

Investors' location

Europe 53%

North America (ox | ax eox

[l Deteriorated Neither improved Improved
nor deteriorated

Source: Ernst & Young'’s 2011 Africa attractiveness survey.

All respondents' figures based on 544 answers.

Note: Emerging countries includes all emerging and developing economies across the world,
using the IMF definition, including those also represented in the “Asia”™ and “Africa”™ samples.




African trade growth
with emerging
powers is much
larger than with the
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African trade growth

West 2000-2009
[ Africa's Trade Coupling with BRICS (Bilateral, USD bn)
China + 708%
120 [ Turkey + 580%
5 India + 506%
Brazil + 265%
EU + 128%
0 -Ix.. -I II -- II =il -I II

China India Brazil Russia
Source: UNCTAD Statistical Yearbook 2010



Africa is not Europe’s
backyard anymore
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Trade with other developing countries accounts for
more than half of sub-Saharan Africa’s trade

Composition of sub-Saharan Africa’s trade by trading partner, 1990-2008
% Absolute, 2008
$ billion

100
Other 45

90
North
80 America @

70

Western
60 Europe 196
S0 Latin America )

40

@B
Middle East o
South-

Intra-Africa 0 south

30
: > trade:
20 50% of
total trade
Asia @
10
J

90 91 92 93 94 95 96 97 98 99 00 01 02 03 04 05 06 07 08

SOURCE: International Monetary Fund Direction of Trade Statistics; McKinsey Global Institute




New African position

on the international [y
stage o
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1990 The rise of the BRICS gives

African governments and
companies options when choosing
political and economic partners

H Private flows
m Official flows

W Remittances

2010

M Private flows
m Official flows

 Remittances




Dutch policy on
Trade and Aid

Focus on countries

Intensive economic relationship with
South-Africa and Nigeria

From trade to aid in six countries:
Ghana, Benin, Ethiopia, Kenya,
Uganda, Mozambique

Sustained development assistance
relationship with four countries: Mali,
South-Sudan, Rwanda, Burundi

Embassies in eleven other African
countries




Approach
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Four Focus areas
« Food security

« Water

« Sexual and Reproductive
Health and Rights

« Security and rule of law




Investing in
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Private Sector Development Building trade relations

1. Providing information and advice
2. Supporting partnerships
3. Financing and guarantees

Enlarging access to markets
Regulation and legislation
Reliable institutions

Improving physical infrastructure
Improving financial infrastructure

« Total 2013: EUR 89 million
« Total 2017: EUR 61 million

Total 2013: EUR 315 million
Total 2017: EUR 394 million



Dutch Good Growth

Fun d ¢ . Ministerie van Buitenlandse Zaken
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Three tracks Budget: revolving fund
Initial capital per track:

Financing Dutch SMEs EUR 175 million
wanting to invest in LMICs

Financing SMEs in LMICs EUR 175 million

Financing Dutch SMEs EUR 175 million
wanting to export to
LMICs

Reserve EUR 175 million, to
be allocated end 2015



Modernizing
diplomacy
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Dutch deployment changes:

Small embassies,
customized and flexible

More European cooperation

More cooperation with non-
governmental organizations:

business

civil society organizations
knowledge institutions
diaspora
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Thank you
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