
Can Africa's saving collapse be reversed? 

Abstract: 

Private saving in Sub-Saharan Africa declined from more than 11 percent of disposable income 

in the 1970s to less than 8 percent in the 1980s and only partially recovered (to less than 9 

percent) in the 1990s. This article analyzes the determinants of private saving in Sub-Saharan 

Africa, seeking to explain the region's dismal performance and identify policies that could help 

to reverse the region's decline in saving. The analysis shows that in Sub-Saharan Africa causality 

runs from growth to investment (and perhaps to private saving), whereas a rise in the saving rate 

Granger-causes an increase in investment. Foreign aid Granger-causes a reduction in both saving 

and investment, and investment also Granger-causes an increase in foreign aid. The empirical 

analysis of private saving in Sub-Saharan Africa and other regions over 1970–95 suggests that 

private saving in Africa can be explained by standard behavioral models. According to these 

models private saving in Africa lags behind that in other regions (most notably, the high 

performing Asian economies) because of the region's lower per capita income, high young-age 

dependency ratio, and high dependence on aid. The combined effects of these factors 

substantially outweigh Africa's advantage from its lower public saving and higher government 

consumption. Finally, analysis of the experiences of Kenya, Zimbabwe, and Botswana provides 

further insight into the saving process in Sub-Saharan Africa. Copyright The Author 2000. 
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