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Chairperson,

Ladies and Gentlemen,

At the outset, let me thank the University of Florida for inviting me to address the participants of the 9th Annual International Academy of African Business and Development.  I feel greatly honoured to be part of this gathering in Florida.  It is an event which is very dear to Africa and personally to me as the subject matter relates directly to my work as Zambia’s Ambassador to the United States of America.    


Today the African continent, despite its diversity in geography, cultures, politics, economies and income levels, offers the world increased and renewed hope as a business destination.  

Reduced conflicts and improved macroeconomic environment including increased economic growth in recent years have witnessed a turning point for Africa.  According to the United Nations, economic growth in Africa has averaged 5% over the last 7 years, with agriculture and agro-industry being the key sectors for the continent’s development in terms of Gross Domestic Product, employment, food security and trade.  

Overall GDP has surged from 3.5% in 1997 to 6% growth in 2007 suggesting that Africa is now in a position to attract more investments.   In addition, Africa's recent growth performance has been supported by strong external demand for oil and non-oil minerals, increased investment in these sectors and good weather conditions for agriculture.  

According to the World Bank’s 2007 Annual Report, there has also been some improvement seen in African economic policies and institutional arrangements.  After all, we have always been told that countries with better political and economic institutions and improved business regulations perform better and prosper more.

The good news to this Conference, according to the World Investment Report produced by UNCTAD, is that Foreign Direct Investment (FDI) flows to the Africa continent has increased.  The report says that in 2006 FDI inflows to Africa actually doubled from what was registered in 2004.     


The report further says Africa’s FDI hit a new record level of $36 billion in 2006, which was mainly spurred by the search for primary resources, increased profits and a general improvement in the business climate.  However, despite this improvement, Africa’s share of global trade continues be small as compared to other developing regions-less than 2% of global trade.  Africa’s share of global FDI has also declined to 2.7% in 2006 from 3.1% in 2005.   

UNCTAD further says that in 2006 an estimated 442 greenfield investments saw their way to Africa, of which 258 were by developed country Trans-National Corporations (TNCs), 175 by developing economies mainly from Asia and Africa, and the remainder by some Eastern European countries.   


The overall improvement in FDI to Africa has been attributed to steps taken by some African countries which include policies such as increased sectoral liberalization, opening up to concessions, easing registration and fiscal procedures for various start-ups, tax reductions, and establishment of special investment zones.


Foreign Direct Investment (FDI) in extractive industries such as mining, oil and gas has continued to dominate in Africa.  This is particularly so for TNCs that have been on the continent for a considerable time.  There is also some growing involvement in other sectors like food processing, tourism, manufacturing, and infrastructure development.  Business is flowing in Africa despite some challenges that I will highlight in while.  

Despite increased exports, an improvement in the balance of payments and an increase in government revenue, questions have been raised, however, in several mineral rich countries with regard to the impact of these extractive industries on the exchange rates.   


Zambia where I come from, for example, saw an appreciation of the real exchange rate as result of increase of copper exports over a period of six years.   Consequently, Zambia could not attract FDI in clothing and horticulture including AGOA favoured products.  Similar concerns were raised by a number of other mineral producing countries according to UNCTAD.  High cost of production, lack of capacity and low competitiveness aggravated the situation further for those countries whose real exchange rate was affected.


Due to high commodity prices, especially of oil, prospects for increased FDI in Africa are expected to be positive this year while returns on capital will be expected to be buoyant.  The only irony is that while oil and gas will attract more investments, the manufacturing sector is likely to suffer as result of international competition in garments and the removal of trade exports.
Ladies and Gentlemen,


Africa is home to about 6% of the word’s coal reserves, 8% of its cooper, and about 20% of its uranium reserves.  These natural resources are important to Africa as they provide the much needed foreign exchange, employment, energy and other infrastructural development.   

Many investors are looking to coal as a major energy natural resource.  South Africa intends to build new thermal power stations on a huge coalfield while Botswana, Malawi, Mozambique, Zimbabwe, and Zambia have vast and untapped coal fields.  


Uranium deposits can be found in Botswana, Burundi, Democratic Republic of the Congo, Malawi, Namibia, Niger, Uganda, Tanzania, and Zambia where exploration and prospecting companies are scrambling for concessions.  For Niger, the country is considered to hold the largest uranium reserves.


According to African Business magazine, South Africa still remains the world’s largest Gold producer at 11.6%, with Ghana coming in as Africa’s second and tenth largest producer at 2.6% world-wide.  Mali also has six major Gold mines which are being operated by international Gold mining companies.


Emerald mining has not only been a dependable source of government revenue but has also provided employment to the locals in Kenya, Malawi, Zambia, Zimbabwe, Mozambique, Namibia, and Nigeria.  There are other precious stones in these and other countries.  In Zambia, the following precious stones are found in various regions; emeralds, amethyst, aquamarine, and tourmarine. 

Fifty percent of global diamonds production still comes form Africa with many Southern African countries which include Namibia, Angola, Botswana and the Democratic Republic of the Congo.  

And according to the Overseas Private Investment Corporation (OPIC) and UNCTAD, Africa still offers the highest return on direct foreign investment in petroleum products.  A considerable part of Africa’s economic growth can be attributed to rising prices of oil which are now benefiting countries all along the West African coast, from Nigeria to Angola.  The continent is expected to soon provide the world with more petroleum.  For example, Africa’s top supplier of oil to China is Angola.  

There is much more to it than that.  Other activities ranging from telecommunications and banking to the export of fruit and flowers, are still attracting FDIs from other continents notably from the middle East, Asia and Europe.
Ladies and Gentlemen,


Despite increases in FDI and the continent increasingly becoming a hospitable destination for investors, Africa still faces a lot of challenges and obstacles which include lack of skilled labour and access to capital, and poor infrastructure such as roads and electricity outages which some countries are facing as a result of increased demand.  

In Southern Africa, particularly in South Africa and Zambia, increased investment and activities in mining has outpaced demand for power which has led to power shortages this year which has in turn affected the region’s productive capacity.  Zambia is also experiencing similar energy challenges because of new mining activities in one of the provinces. This calls for further investment in the energy sector by the international business community. 

The other major challenge facing Africa is climate change since the continent is dependent on natural resources, the low availability of infrastructure, the extent of poverty and the low level of institutional capacity to respond.  According to the World Bank, Africa is also predicted to be hardest hit in terms of catastrophic natural disasters.


Climate change is a serious development issue for Africa. If unattended to, climate change will impact negatively on the millions of people in Africa. The potential cost of inaction could be significant and is likely to undermine much of the progress and gains that have been made, pushing even more people below the poverty line, according to World Bank estimates.

The International media also continues to portray Africa in negative terms; ignoring positive developments and emphasizing the opposite.  In addition, African countries are generalized as one place and often isolated events judged as the whole continent with its 53 countries.  This is a challenge that we need to overcome in order to have a realistic view of Africa, and partner with Africa accordingly. 

The growing role of the private sector and the civil society in promoting business and reducing poverty in Africa can also not be overemphasized.  Africa’s growth to date is partly due to the opening up of the economies to the private sector and today most governments are no longer participating in commercial activities.  The private sector needs to continue this positive trend and do even more to make up for the past deficiencies. 

Finally, I wish to support the new economic thinking that wishes to promote South-South partnership which can go a long way in addressing some of the deficiencies that Africa is facing today, especially in the wake of financial and mortgage problems that some key players in the world are experiencing.  
CONCLUSION 



Africa has some lessons to learn from Asia.  South America is geographically closer to Africa than Europe and the United States of America.  Their way of life and level of development is also closer to the African experience.  Some of these countries also went through similar and related colonization. These levels of development and experiences can readily cement the partnerships to ensure South-South collaboration and cooperation. 


We are already seeing a lot of investments from Asia and South America flowing into Africa.

I thank you Chairperson.          
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