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Aid has not stimulated African growth J U I\' K S C l E. I\' C E

By Marian L. Tupy

FP Comment’s annual
Junk Science Week is
over, though you can
still read this year's
columns here on FP
Comment.

our years ago, the G8 countries agreed to
F increase development aid, reduce debt

and open their markets to African goods.
But, while aid increased and debts have been
reduced in the interim, trade protectionism
has become worse. The group had it
backwards: Trade, not aid or debt forgiveness,
is the key to Africa’s success in the future.
With the G8 currently meeting in L’Aquila,
Italy, a new vision of economic development
must be embraced.

Thank you to all who nominated winners for our
new Rubber Duck Award, which recognizes the
scientists, NGOs, activists, politicians, journalists,
media outlets, cranks and quacks who toil to
advance the principles of junk science.

Sub-Saharan Africa is the poorest region in

game .
Cap and tax the world. In_ 20707’ accor‘?mg to World Bank Junk Science Week will be back again next year,
Terence data, the region’s per-capita income Wasa byt from time to time you'll still find related
Corcoran: mere $1,869. (The second-poorest region was columns right here on FP Comment.
" Caveat South Asia with per capita income of $2,532.)
Venalicium Africa lags behind the rest of the world in
" Libertas  Most indicators of human well-being,
Terence including lqngevity, child mortality, nutrition Lifestyle Articles [l lifestyle.con ™
Corcoran: and education.
Europeanization

New development builds ripped

Over the last half-century, many development
muscles legall

economists embraced the “vicious cycle of
poverty” theory. Poverty in poor countries,
the theory goes, impedes the accumulation of
domestic savings. Low savings lead to low
investment and low growth. But foreign aid
can fill the “gap” between insufficient savings
and the requisite investment for economic F—
growth. The 2005 G8 summit gave that view a ==’ ——== Super Cheap Summer Cruise
new impetus — the group agreed to double Yl : Specials

aid to Africa to $50-billion per year by 2010.

How to Keep Your PC Clean and
Quick

But aid has failed to stimulate growth in Watson's Why I Love Economics
Africa. Between 1975 and 2005, for example,

per capita aid to Africa averaged $24.60 per When he's not contributing to FP Comment,
year. By contrast, over the same period per William Watson teaches economics at McGill

capita aid in China and India averaged $1.50 University. He periodically posts abstracts and
and $2 respectively. The result: Chinese and links to some of the more notable studies and
Indian incomes rose by 888% and 174%  papers he discovers through his work.
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respectively; but in Africa, incomes fellby  Click here for Watson's Why I Love Economics
5%. posts.

The 2005 summit also “agreed that all of the Recent Entries
debts owed by eligible heavily indebted poor William Watson: The Parliamentary Budget Office

countries to the [international financial may be a forecaster too far
institutions] ... should be cancelled.” The What’s the theory behind the Parliamentary...
effects of debt relief, however, remain Jack Mintz: Muddled models

unclear. A recently released study from the  Canadian economic modelling likely substantially...

U.S. Government Accountability Ofﬁce, for Free trade beats development aid

example, found that the “impact of debt relief Aid has not stimulated African growth By...

on countries’ poverty-reducing spendingis  Time to review marketplace-access fees

unknown.” By Ian C. W. Russell In the last few years...
Terence Corcoran: Caveat Venalicium Libertas

Moreover, past debt relief did not put African The Roman Catholic Church has rarely shied...

countries on a firmer financial footing. Terence Corcoran: Europeanization

Instead, it led to yet more wasteful Obama’s policies will bring the U.S. ‘European...
government borrowing that necessitated more

debt relief. Thus, the World Bank and
International Monetary Fund’s Debt Relief
Initiative for Heavily Indebted Poor Countries
(HIPC) in 1996 was followed by the
enhanced HIPC initiative in 1999 and then by
the creation of the Multilateral Debt Relief
Initiative in 2005.

Terence Coreoran Peter Foster

There is a general consensus among
economists that free trade, accompanied by g, ;
institutional and policy reforms, leads to S i %
higher rates (3‘f growth. According to a World N E&;:ﬁ “ F¢
Bank paper, “moving to free global

merchandise trade would boost real incomes Lasorence Solomon Willicen Wikson
in Sub-Saharan Africa proportionately more
than in other developing countries or in

high-income countries.” SAVE UP TO | Wacapions

& com
Unfortunately, Africa remains one of the most 2
Caribbean,

protectionist regions in the world. Between :
the late-1980s and 2007, for example, average| QN CRU ISES mz;lif:rlr?:::? a,:ém_
applied tariffs in the developing world '
declined from 26.1% to 9.8%. In Africa,
however, they only fell from 26.6% to a
still-high 13.1%.

The G8 can help Africa integrate with the rest

of the world by eliminating restrictions on
African exports and ending farm subsidies.
But, the group should also recognize that its
heavy emphasis on aid and debt relief make
foreign actions appear to be chiefly
responsible for poverty alleviation in Africa. THis PODC should be Spening more time on ensuring
In fact, the main obstacles to economic the economic well-being of all those Catholic child

growth in Africa rest with Africa’s policies ~ molestation victims.
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and institutions, such as trade protectionism
and weak protection of property rights.

In L’ Aquila, the choice is between endorsing
failed policies of the past and creating a new
consensus on development. The G8 should
realize that aid and debt forgiveness have not
led to growth in Africa, while trade
liberalization has contributed to prosperity in
the rest of the world.

National Post

Marian L. Tupy is a policy analyst at the
Cato Institute’s Center for Global Liberty
and Prosperity. He is the author of a recent
Cato study, “The False Promise of
Gleneagles: Misguided Priorities at the
Heart of the New Push for African
Development.”
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—Felicity Hangnail
FP Comment

No disrespect to his Holiness, but even Christ
declined to rule on economic issues (see Matthew
22:15 - 22 - paying taxes to Caesar). While
capitalism is predicated...

—CodexCoder

FP Comment

Letters to the editor, intended for publication in
the print Financial Post, should be sent to
fpletters@nationalpost.com. We give preference to

letters that refer to a particular article by
headline, author and date. Send letters concerning
articles in other sections of the National Post,
including business articles that appear in the A
section, to letters(@nationalpost.com. Please
include your name, home address and daytime
telephone number. Copyright in letters and other
materials sent to the publisher and accepted for
publication remains with the author, but the
publisher and its licensees may freely reproduce
them in print, electronic and other forms.
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JACK MINTZ

Bi-weekly columns from Canada's leading tax
policy theorist.
Exclusive to FP Comment

toa Permalink

NOPIGOU CLUB

The NoPigou Club aims to counter the ideas of the
Pigou Club, an informal assembly of economists
and pundits who support the idea of raising gasoline
taxes. Arthur C. Pigou was an early 20th-century
British economist, one of the fathers of welfare
economics. We view the Pigou approach as just
another form of central planning dressed up in free
market terminology.
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The National Post's sensational series on scientists
who buck the conventional wisdom on climate
science. Written by Lawrence Solomon, the series
profiles the ideas and the scientists who do not
share the “consensus” United Nations’ theories on
climate change and global warming. Read them all.
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