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CHAPTER 1.1

Assessing Africa’s
Competitiveness in a
Global Context

JENNIFER BLANKE, World Economic Forum

The World Economic Forum has analyzed the competi-
tiveness of African countries since the early 1990s and
has produced regional reports on the economic compet-
itiveness of Africa for nearly a decade. The first Africa
Competitiveness Report was published in 1998, followed
by two further editions in 2000 and 2004. The goal of
this series is to highlight the prospects for sustained
growth in the region and, more importantly, the obsta-
cles to competitiveness. This fourth Report comes amid
renewed optimism against the background of a much
more encouraging regional economic climate.

After many years of economic stagnation, and at
times even decline, Africa is experiencing an economic
resurgence. Between 2001 and 2006, growth in gross
domestic product (GDP) on the continent averaged 4.9
percent annually, according to the International
Monetary Fund (IMF). In 2006, Africa as a whole grew
by an impressive 5.5 percent and sub-Saharan Africa in
particular by 5.7 percent. In 2007 these rates are expect-
ed to increase even further—to 6.2 and 6.8 percent,
respectively—the highest growth registered for decades.
In parallel, foreign direct investment has been picking
up, with increasing activity by booming emerging mar-
kets, drawn by the continent’s rich natural resources.
Accordingly, the overall outlook for the region’s eco-
nomic prospects is broadly optimistic.

Despite this new-found optimism, questions remain
as to how sustainable this growth will be over the longer
run. Even though the continent is experiencing its high-
est growth since the 1970s, and even though significant
progress has been achieved in terms of stabilizing the
macroeconomic environment in many African countries,
most of the current growth has been fueled by a conflu-
ence of external circumstances and interventions, including
high commodity prices, debt relief, and a favorable
international economic environment. Genuinely sustain-
able growth, however, must be based on solid domestic
foundations rather than on cyclical or exogenous circum-
stances. Moreover, high rates of growth over decades, like
those observed in developing Asian countries, are des-
perately needed in Africa in order to significantly raise
the living standards of its people. In this context, African
countries must become more competitive.

To illustrate the importance of increasing the
region’s competitiveness, Figure 1 compares the growth
rates of Africa with those of developing Asia and the
world average since 1980. As the figure shows, through-
out the 1980s and 1990s Africa’s growth rates were
mostly below the world average, and consistently below
the developing Asia average. The figure also shows that
since the beginning of this decade, African growth rates
have finally exceeded those of the world average. At the
same time, growth rates continue to be much lower
than the group of developing countries from Asia, a
region that has raised the living standards of its citizens
significantly over recent decades. Indeed, these are the
magnitudes of growth rates that must be achieved over a
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Figure 1: Africa’s comparative growth performance (1980-2007)
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* Developing Asia comprises Bangladesh, Bhutan, Cambodia, China, Fiji, India, Indonesia, Kiribati, Lao People’s Democratic Republic, Malaysia, Maldives,
Myanmar, Nepal, Pakistan, Papua New Guinea, Philippines, Samoa, Solomon Islands, Sri Lanka, Thailand, Tonga, Vanuatu, and Vietnam.

long period of time in Africa in order to lift many citizens
rapidly out of poverty. Present growth rates in Africa,
although high by historical standards, are still short of
the estimated 7 percent annual growth that would be
required to meet the Millennium Development Goal
(MDG) of halving poverty rates in the region by 2015.?
With a few exceptions, income levels across the conti-
nent remain very low, and African poverty rates are the
highest in the world.

Recognizing the urgency of enhancing Africa’s
competitiveness to improve living standards, the continent
has benefited from a renewed focus and increased atten-
tion from several institutions from within the region and
beyond. Within the region, the effort that has probably
received the most attention is the New Partnership for
Africa’s Development (NEPAD).? Such regional efforts
are joined by the various institutions of the African
Union (AU) and the African Development Bank
(AfDB), as well as a number of regional economic com-
munities that are pursuing, with varying degrees of suc-
cess, the economic integration of the continent’s major
subregions. Beyond the continent, promoting develop-
ment in Africa has been high on the Group of Eight
(G8)’s agenda since the 2005 summit in Gleneagles.®

The World Economic Forum’s work on competi-
tiveness aims to complement these efforts by contributing
to a better understanding of the key ingredients of eco-
nomic growth and prosperity, and by placing individual
country performances into an international context. \We
assess a number of factors that will determine whether

African countries will continue on a sustained growth
path, or even accelerate that growth.

Why has Africa’s overall economic performance
been lagging behind other developing regions? Which
are the areas requiring urgent policy attention in order
to ensure sustained strong economic performance going
into the future? This chapter will present a framework
for addressing these questions. In order to prioritize
those areas requiring urgent policy attention to improve
competitiveness on the continent, the analysis will pro-
vide a bird’s eye view of the competitive landscape in
Africa. It will show how African countries are perform-
ing vis-a-vis each other, as well as where the region stands
vis-a-vis international benchmarks, highlighting specific
areas where countries in the region are lagging behind.
By highlighting the strengths and weaknesses of the
region and individual economies compared with other
economies from around the world, policymakers, business
leaders, and other stakeholders are offered an important
tool for the formulation of improved economic policies,
institutional reforms, and investment decisions.

The first section of this chapter describes in some
detail the methodology used by the World Economic
Forum in measuring national competitiveness to place
the analysis in context. This is followed by a discussion
of Africa’s competitiveness from a global and regional
perspective, comparing African countries’ performances
with other relevant developing countries and regions,
and highlighting some differences between the geo-
graphical regions of North Africa and sub-Saharan



Africa. The next section includes a more detailed analy-
sis of the best performers in the region across the vari-
ous “pillars” of national competitiveness. This analysis
shows that there are strong individual country perform-
ances in a number of areas and highlights the existence
of best practices within the region. The final section
provides details on the competitive performances of
individual African countries, discussing both the com-
petitive strengths and weaknesses in each, and pointing
toward those areas most requiring policy attention.

Measuring competitiveness

In order to assess national competitiveness, the World
Economic Forum has developed the Global
Competitiveness Index (GCI).* Competitiveness is defined
as the set of institutions, policies, and factors that drive
productivity and therefore set the sustainable current
and medium-term levels of economic prosperity.® In this
sense competitiveness is not viewed as a zero-sum game,
such as competition among companies vying for a larger
portion of a given market share. Instead, by placing the
focus on the drivers and the facilitators of productivity,
improvements in one country’s competitiveness do not
exclude similar improvements in other countries.

We have learned from our years of research that
the measurement of competitiveness is a complex
undertaking. The GCI, albeit simple in structure, provides
a holistic overview of factors that are critical to driving
productivity and competitiveness, and groups them into
nine pillars: institutions (public and private), infrastructure,
the macroeconomy, health and primary education, higher
education and training, market efficiency (goods, labor, finan-
cial), technological readiness, business sophistication, and
innovation. Each of these pillars plays a critical role in
driving national competitiveness. The GCI is the most
comprehensive competitiveness index to date, measuring
the macro- and microeconomic drivers of competitive-
ness across a large number of countries.

The selection of these pillars, as well as the factors
that enter each of them, is based on the latest theoretical
and empirical research. It is important to note that none
of these factors alone can ensure competitiveness. The
value of increased spending in education will be under-
mined if rigidities in the labor market and other institu-
tional weaknesses make it difficult for new graduates to
gain access to suitable employment opportunities.
Attempts to improve the macroeconomic environment
—for example, bringing public finances under control—
are more likely to be successful and receive public sup-
port in countries where there is reasonable transparency
in the management of public resources, as opposed to
widespread corruption and abuse. Innovation or the
adoption of new technologies or upgrading management
practices will most likely not receive broad-based support
in the business community if protection of the domestic

market ensures that the returns to seeking rents are
higher than those for new investments.

The most competitive economies in the world will
therefore typically be those where concerted efforts have
been made to frame policies in a comprehensive way—
that is, those that recognize the importance of a broad
array of factors, their interconnection, and the need to
address the underlying weaknesses they reveal in a
proactive way.

The nine pillars are measured using both “hard”
data (such as inflation, Internet penetration, life
expectancy, and school enrollment rates) from public
sources and data from the World Economic Forum’s
Executive Opinion Survey, conducted annually among
top executives in all of the countries assessed. The
Survey provides crucial data on a number of qualitative
issues (for example, corruption, confidence in the public
sector, quality of schools) for which no hard data exist.®

Our sample covers 128 economies at different
stages of economic development, with GDP per capita
in the wealthiest country surpassing that of the poorest
country by a factor of 117, based on purchasing power
parity. Clearly policy priorities must evolve as countries
advance on the development path, since what it takes to
achieve productivity improvements in a less-advanced
economy—such as improving health, fighting illiteracy
and corruption, or constructing basic infrastructure
facilities such as roads and ports—will no longer be suf-
ficient to increase productivity in a more sophisticated
economic framework, where productivity gains from
these policies have often already been exploited.

To take this process into account, the concept of
stages of development has been introduced into the cal-
culation of the Index. Specifically, countries are separat-
ed into three stages, based on the idea that as countries
move along the development path, wages tend to
increase, and that in order to sustain this higher income,
productivity must improve. This concept is integrated
into the Index by attributing higher relative weights to
those pillars that are relatively more relevant for a coun-
try given its particular stage of development.

In the factor-driven stage countries compete based on
their factor endowments, primarily unskilled labor and
natural resources. Companies compete on the basis of
prices and sell basic products or commodities, with their
low productivity reflected in low wages. To maintain
competitiveness at this stage of development, competi-
tiveness hinges mainly on a stable macroeconomic
framework (pillar 1), well-functioning public and private
institutions (pillar 2), appropriate infrastructure (pillar 3),
and a healthy, literate workforce (pillar 4).

As wages rise with advancing development, countries
move into the efficiency-driven stage of development, when
they must begin to develop more efficient production
processes and increase product quality. At this point,
competitiveness becomes increasingly driven by higher
education and training (pillar 5), efficient markets (pillar
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Figure 2: Composition of the three subindexes

Basic Requirements

Institutions

Infrastructure

* Macroeconomy

Health and Primary Education

Key for

factor-driven
economies

Efficiency Enhancers
« Higher Education and Training
« Market Efficiency (goods, labor, financial)
Technological Readiness

Key for

efficiency-driven
economies

Innovation and Sophistication Factors

Business Sophistication
Innovation

Key for

innovation-driven
economies

6), and the ability to harness the benefits of existing
technologies (pillar 7).

Finally, as countries move into the innovation-driven
stage, they are able to sustain higher wages and the asso-
ciated standard of living only if their businesses are able
to compete with new and unique products. At this stage,
companies must compete through innovation (pillar 9),
producing new and different goods using the most
sophisticated production processes (pillar 8). Thus,
although all nine pillars matter to a certain extent for all
countries, the importance of each one depends on a
country’s particular stage of development.

To account for this, the pillars are organized into
three subindexes, each critical to a particular stage of
development. The basic requirements subindex groups those
pillars most critical for countries in the factor-driven
stage. The efficiency enhancers subindex includes those pillars
critical for countries in the efficiency-driven stage. And
the innovation and sophistication factors subindex includes all
pillars critical to countries in the innovation driven
stage. The three subindexes are shown in Figure 2.

The GCI implements the concept of developmental
stages by weighting each of the subindexes differently,
depending on the stage of a given country, placing more
weight on those pillars that are most important at a
given stage of a country’s development. The specific
weights we attribute to each subindex in every stage of
development are shown in Table 1.7

For the calculation of the Index, the countries are
allocated to stages of development based on two criteria.

Table 1: Weights of the three main groups of pillars at
each stage of development

Innovation and
sophistication

Basic Efficiency
requirements  enhancers

Weights (percent) (percent)  factors (percent)
Factor-driven stage 50 40 10
Efficiency-driven stage 40 50 10
Innovation-driven stage 30 40 30

The first criterion is the level of current GDP per capita
at market exchange rates. This widely available measure
is used as a proxy for wages, because internationally
comparable data for the latter are not available for all
countries covered.® In addition, we have updated our
methodology to also take into account the extent to
which each individual economy is factor-based, using
the share of primary exports as a percentage of total
exports (goods and services) to measure factor intensity.®
The GCI also takes into account that some countries
are “in transition” between stages. For these countries,
the weights change smoothly as a country develops,
reflecting the smooth transition from one stage of devel-
opment to another. By introducing this type of transition
between stages into the model—that is, by placing
increasingly more weight on those areas that are becom-
ing more important for the country’s competitiveness as
the country develops—the Index can gradually “penalize”
those countries that are not preparing for the next stage
and “reward” those that are doing so. The classification



Table 2: List of selected countries in each stage of development

Stage 1 Transition from 1 to 2 Stage 2 Transition from 2 to 3 Stage 3
Angola Algeria Brazil Barbados Australia
Bangladesh Bosnia and Herzegovina Bulgaria Czech Republic Austria
Benin Botswana Chile Estonia Canada
Bolivia Colombia Costa Rica Hungary Cyprus
Burkina Faso Ecuador Croatia Korea, Rep. Denmark
Burundi El Salvador Kazakhstan Malta Finland
Cambodia Jordan Latvia Trinidad and Tobago France
Cameroon Libya Lithuania Germany
Chad Macedonia, FYR Malaysia Greece
China Namibia Mauritius Hong Kong SAR
Egypt Peru Mexico Ireland
Ethiopia Thailand Poland Italy

Gambia Tunisia Romania Japan
Georgia Venezuela Russian Federation Netherlands
Guatemala Slovak Republic Norway

India South Africa Singapore
Indonesia Turkey Spain

Kenya Uruguay Sweden
Lesotho Switzerland
Madagascar United Arab Emirates
Malawi United Kingdom
Mali United States
Mauritania

Moldova

Mongolia

Morocco

Mozambique

Nepal

Nigeria

Pakistan

Philippines

Sri Lanka

Tanzania

Uganda

Ukraine

Vietnam

Zambia

Zimbabwe

of countries into stages of development is shown in
Table 2. Appendix A describes the exact composition of
the GCI, and Appendix B provides further technical
details on its construction.

Table 2 shows the allocation of African countries
into the different stages of development. The table shows
that all of the 29 countries in Africa analyzed in this
chapter, shown in bold, are categorized in or between
the first two stages—none has yet reached the innova-
tion stage. Specifically, 22 African countries are in stage
1, 5 are in transition between stages 1 and 2, and only 2
countries—Mauritius and South Africa—have reached
stage 2.

The GCI calculations in this Report have been
updated since the Global Competitiveness Report
2006-2007. Specifically, three Arab world countries
have been added to the sample, including one African
country, Libya, which appears in our work this year for
the first time. Further, a number of the hard data vari-

ables included in the Index, particularly those related to
technology, have been updated. All of the data included in
the calculation are provided in the Competitiveness
Profiles of Part 2 of this Report.

Measuring Africa’s competitiveness: The international
context

This section will assess the performance of individual
African countries, as well as the overall competitiveness
of Africa as a region, compared with international stan-
dards. Table 3 shows the rankings and scores of the 29
African countries covered in the 2007 GCI out of all
128 countries covered. The table also shows their rank-
ings in 2005 for comparison. To put the analysis into a
global context, we also include a number of comparator
economies. These include the averages of two relevant
developing regions—Latin America and Southeast
Asia—as well as the ranks and scores of the four rapidly
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Table 3: Global Competitiveness Index, 2007 and 2005
comparisons

GCl 2007 GCl 2005

Country/Region Rank*  Score Rank**
Tunisia 29 472 37
India 42 447 45
South Africa 46 4.42 40
China 55 4.25 48
Southeast Asia average 4.25

Mauritius 58 4.22 55
Russian Federation 61 413 53
Egypt 65 4.09 52
Brazil 67 4.08 57
Latin America & Caribbean average 4.07

Morocco 72 4.02 76
Libya 73 4.00 —
Algeria 76 3.98 82
Botswana 83 3.83 72
Namibia 88 3.76 79
Kenya 97 3.61 93
Nigeria 102 349 83
Gambia 104 3.45 109
Benin 107 341 106
Tanzania 108 3.40 105
Cameroon 111 332 —
Madagascar 113 329 107
Lesotho 115 324 —
Uganda 116 321 103
Zambia 117 321 —
Mauritania 118 318 —
Burkina Faso 119 3.10 —
Malawi 120 3.09 114
Zimbabwe 121 3.07 110
Mali 122 3.04 115
Ethiopia 123 3.00 116
Mozambique 124 2.97 112
Chad 126 2.64 117
Burundi 127 2.62 —
Angola 128 2.50 —

*Out of 128 economies; ** Out of 117 economies
Note: All averages are weighted by population.

developing and large “BRIC” countries (Brazil, Russia,
India, and China).

As the table shows, of all the countries covered
Tunisia is the strongest performer, ranked among the top
30 of all countries included in the Index. Tunisia also
outperforms all other comparator economies shown in
the table. Within Africa, Tunisia is followed by South
Africa and Mauritius, ranked 46th and 58th, respectively.
A bit farther down in the rankings are the other North
African countries, namely Egypt, Morocco, Libya, and
Algeria, ranked 65th, 72nd, 73rd, and 76th, respectively.
All other countries ranked below Algeria are from the
sub-Saharan region, with Botswana, Namibia, and Kenya
as the only three other countries within the top 100
countries ranked. All of the other 19 countries from
sub-Saharan Africa rank among the 27 weakest per-
formers occupying ranks of 102 or lower.

Tables 4 through 7 provide more details behind
what is driving the overall ranks and scores shown in
Table 3. North Africa and sub-Saharan Africa have radi-
cally different competitive performances, as shown by

the averages in Table 4. Specifically, North Africa out-
performs the average of the other countries on the con-
tinent in all three subindexes measured by the Index, as
well as all nine pillars. The largest gaps can be found in
the areas of health and primary education, higher edu-
cation and training, infrastructure, and the macroeco-
nomic environment. The smallest gaps are in market
efficiency, technological readiness, and innovation.

The gaps between the north and south of the con-
tinent are echoed in many of the comparisons with the
other regions and selected countries shown in the tables.
Sub-Saharan Africa is, on average, outperformed by all
comparators in seven out of the nine pillars: namely,
infrastructure, health and primary education, higher
education and training, market efficiency, technological
readiness, business sophistication, and innovation. Again,
the largest performance gaps relative to the comparators
are in infrastructure, health and primary education, and
higher education and training. However, we note that,
on average, sub-Saharan Africa outperforms a few coun-
tries in the remaining two pillars. This includes Russia,
China, and, narrowly, Brazil with regard to the quality of
the institutional environment, and Brazil with regard to
macroeconomic stability. Yet overall, it is clear that sub-
Saharan Africa’s competitive performance trails well
behind that of other developing countries and regions.

By contrast, Table 5 shows that North Africa on
average matches up quite well to many of the compara-
tors shown across a number of areas. For example,
North Africa outperforms all comparators except for
India in the area of institutions. Its infrastructure is
assessed as more developed than all comparators except
for Russia and China (with scores very close to the
North African average). The region’s macroeconomic
environment is more stable than in all comparators
except China, Russia, and the Southeast Asia average.
With regard to health and primary education, North
Africa scores higher than India, Russia, Latin America,
and Southeast Asia, and is on a par with China. In other
words, North Africa performs well compared with the
other economies shown in the tables in the more basic
areas measured by the Index.

The competitive landscape in North Africa and
sub-Saharan Africa get closer to each other once we
move beyond the basic factors. Tables 6 and 7 show
their comparative performance in more complex factors,
such as technological readiness, market efficiency, inno-
vation, and so forth, where North Africa performs more
modestly. In fact, for most of the five pillars captured
under the efficiency enhancers, innovation, and sophisti-
cation factors subindexes, North Africa and sub-Saharan
Africa alike receive the worst assessments of all countries
and regions shown in the tables. This is true for market
efficiency, technological readiness, business sophistication,
and innovation. Only in the area of higher education
and training does North Africa very slightly outperform
another comparator—China—but by a negligible margin.



Table 4: The Global Competitiveness Index 2007: Africa and comparators

SUBINDEXES

OVERALL INDEX Basic requirements Efficiency enhancers Innovation factors
Country/Region Rank Score Rank Score Rank Score Rank Score
NORTH AFRICA
Algeria 76 3.98 44 491 92 330 92 322
Egypt 65 4.09 64 455 75 363 65 3.63
Libya 73 4.00 45 4.87 95 3.25 97 3.16
Morocco 72 4.02 70 4.45 7 3.60 73 354
Tunisia 29 4.72 33 5.27 40 4.34 28 4.42
North Africa average 4.09 4.67 3.58 3.56
SUB-SAHARAN AFRICA
Angola 128 2.50 128 248 126 251 126 2.52
Benin 107 341 106 374 107 3.04 90 3.23
Botswana 83 3.83 82 4.30 80 3.54 98 3.15
Burkina Faso 119 3.10 124 317 112 2.96 86 3.27
Burundi 127 2.62 127 2.73 127 246 121 2.66
Cameroon 111 332 108 371 117 291 104 3.05
Chad 126 2.64 126 2.90 128 2.35 125 253
Ethiopia 123 3.00 118 331 123 2.69 119 272
Gambia 104 345 105 3.84 103 311 115 2.89
Kenya 97 361 109 3.70 83 347 59 373
Lesotho 115 324 107 3.72 122 281 123 2.59
Madagascar 113 329 114 3.60 116 2.92 91 3.23
Malawi 120 3.09 119 3.30 119 2.87 112 2.93
Mali 122 3.04 123 319 121 2.83 96 317
Mauritania 118 3.18 117 341 113 2.94 108 2.98
Mauritius 58 4.22 50 474 62 3.88 47 384
Mozambique 124 297 122 325 124 2.63 118 2.86
Namibia 88 3.76 72 4.44 93 329 88 325
Nigeria 102 349 113 3.60 90 333 69 3.60
South Africa 46 4.42 57 4.66 45 4.24 29 435
Tanzania 108 3.40 115 356 96 317 77 349
Uganda 116 321 121 327 100 312 83 3.30
Zambia 117 321 116 352 109 3.01 127 243
Zimbabwe 121 3.07 125 3.09 108 3.03 94 3.18
Sub-Saharan Africa average 3.29 3.55 3.05 3.12
BRICs
Brazil 67 4.08 88 4.23 58 3.96 38 4.09
China 55 425 47 4.82 72 3.66 57 3.75
India 42 4.47 63 4.56 41 433 26 4.60
Russian Federation 61 413 68 4.49 59 3.96 72 3.55
Latin America and Caribbean average 4.07 4.41 3.83 3.75
Southeast Asia average 4.25 453 4,01 3.90

Note: All averages are weighted by population.

Although North Africa has made relative progress
in some basic areas of competitiveness, much remains to
be achieved in Africa as a whole in order to achieve
higher rates of growth, create jobs, and boost income.

Of course, the aggregate analysis of this section
masks a great deal of the diversity among individual
country performances within the region in the various
pillars. Table 8 shows the rankings of African countries
in the nine pillars of the Index, highlighting the three
best performers in each case. The table shows that
Tunisia is one of the top three performers in all of the
pillars, while South Africa is one of the top performers
in six of them and Mauritius in five, mirroring these
countries’ positions at the top of the overall rankings.

The table also reveals notable comparative strengths in
several other African countries in specific areas.
Tunisia, South Africa, and Botswana have strong
institutional environments (ranked 26th, 31st, and 38th,
respectively), on a par with countries such as Chile,
Estonia, and Spain. These countries have common
strengths such as independent judiciaries, efficient gov-

ernment spending, and relatively low levels of corruption,

leading to public trust in politicians. Private institutions
are also positively assessed, including corporate ethics
and aspects of corporate governance. Other countries in
the top half of the rankings are Mauritius (43rd),
Namibia (49th), Egypt (50th), Zambia (56th), and
Gambia (57th), with rankings similar to countries such
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