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1.1  Africa’s Recent Performance
On the whole, African countries showed good performance in 
2012. North Africa returned to some growth, reversing the sharp 
decline caused by the revolution, while Sub-Saharan Africa 
continued to reap the benefits of the natural resource boom. 
Sustained policy improvements were a key factor. 

Real GDP Growth. Africa’s growth in 2012 is estimated at 6.6 
percent—up from 3.5 percent in 2011 (Figure 1.1)—though with 
considerable variation across regions and countries. The recovery 
and output expansion in Libya, as its oil returned to market, had 
an important impact on Africa’s average performance, raising 
overall growth by an estimated 2 percent. In its absence, aver-
age growth would have been lower than 5 percent. On the other 
hand, five countries had negative growth in 2012, mostly due to 
escalation in domestic instability including armed insurrection 
and political unrest. When excluded, the remainder of Africa 
averaged growth close to 7 percent. Excluding South Africa (2.5 
percent), which accounts for over a third of the sub-region’s out-
put, growth in Sub-Saharan Africa (SSA) exceeded 6 percent. The 
natural resource boom—with high commodity prices and large 
export volumes—was a major factor in Africa’s growth overall 
(Figure 1.2). For example, oil-exporting countries grew 8.7 percent 

(compared to only 2.8 percent in 2011). Net oil-importers, on the 
other hand, grew only 3.9 percent (against 4.3 percent in 2011). 
Africa’s rapid pace of urbanization and its expanding middle 
class together also underpin the resilience of domestic demand.

Following the sharp decline in 2011 associated with the Arab 
Spring, North Africa rebounded strongly in 2012. Libya grew 
95.5 percent (reversing the contraction of 50 percent in 2011) 
as full oil production and other economic activities resumed. 
Tunisia grew 3.3 percent as its economy, especially tourism, 
began a slow recovery. There was also growth in more popu-
lous Egypt (2.2 percent) and Algeria (2.5 percent) as well as in 
oil-importing Morocco (3.2 percent).

The largest economy in West and Central Africa, Nigeria, grew 
6.6 percent, with telecommunications, construction, and agri-
culture as well as oil providing impetus. Reflecting the commod-
ity boom, Ghana grew 7.1 percent, while Equatorial Guinea and 
Gabon grew more than 5 percent on higher oil prices.

East Africa grew at 4.5 percent, aided by increases in 
domestic demand, especially investments in infrastructure, 
 mining,  construction, and information and communications 
 technologies.

In 2012, Africa continued to demonstrate considerable resilience to external shocks, 

while it also benefited from high commodity prices. This chapter provides a brief overview of 

Africa’s performance during this year, including the causes of regional variation, and takes a look 

at its medium-term prospects.

Source: AfDB Statistics Department.
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Figure 1.1
Africa’s Economic Growth: The Big Picture  

Source: AfDB Statistics Department.
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In Southern Africa, growth in 2012 was only moderate. South 
Africa, the regional growth motor, grew by only 2.5 percent in 2012 
(down from 3.5 percent in 2011) under the impact of high unem-
ployment and labour unrest. Angola, Mozambique, and Zambia 
grew on average by over 7.5 percent with the commodity boom. 

Macroeconomic Performance. Average inflation in Africa, at 9.1 per-
cent in 2012, was slightly higher than 2011 (Figure 1.3) and above 
that of comparable regions in the developing world, where inflation 
was about 6 percent, and the Eurozone, where it was only about 2 
percent. In contrast to past decades, African inflation was mostly 
below 10 percent during the 2000s, a reflection of the strength 
of macroeconomic management in recent years. However, a fur-
ther downward trend in inflation is projected in the medium term, 
reflecting generally weak global demand, anti-inflation policies 
pursued by some African governments, and the fading impact of 
the drought that ravaged parts of the continent in 2011.

Source: AfDB Statistics Department.

(e): estimates
(p): projections

Figure 1.3
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Source: AfDB Statistics Department.

(e): estimates
(p): projections

Figure 1.4
Oil-exporting African Countries: surplus/deficit  
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Figure 1.5
Oil-importing African Countries: twin deficits  
(% of GDP)
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Figure 1.6
External Financial Resources  
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Africa’s fiscal balances moderated in 2012 (Figures 1.4 and 
1.5)—with deficits averaging 2.5 percent of GDP (down from 
3.1 percent in 2011)—but with big differences between (net) oil 
importers (averaging 4.9 percent) and oil exporters (averag-
ing only 0.8 percent). High commodity prices helped boost 
government revenues in oil- and metal-exporting countries, 
but also enabled them to increase government outlays on fuel 
subsidies, among others. Reflecting the commodity boom, 
Africa’s current account was robust, with real exports growing 
6.9 percent (even as the terms of trade for Africa as a whole 
deteriorated as commodity prices moderated while those for 
manufactures rose). Current account surpluses of oil exporters 
Libya, Congo, Nigeria, Algeria, Angola, and Gabon increased 
over 7 percent, while those of mineral exporters Botswana and 
Zambia were lower, at about 6.5 percent. On account of higher 
import costs for oil and food, the rest of Africa had large cur-
rent account deficits. 

External Financing. Despite the sovereign debt crisis in the 
Eurozone, net aid flows to Africa have not fallen in absolute 
terms (Figure 1.6). However, because of the global economic 
slowdown and fiscal difficulties in many donor countries, aid 
flows are expected either to stabilize at current levels or decline 
in the near term. Net foreign direct investment flows remained 
fairly high (USD 42.7 billion in 2011, the latest year for which 
there is sufficient data), though lower than the peak of close 
to USD 60 billion in 2008. Remittances grew to USD 41.8 billion 
in 2011 (from USD 38.5 billion in 2010).

1.2  Africa’s Economic Prospects 
Africa’s medium-term prospects are favourable: commodity 
prices will continue to be good, though not reaching recent 
peaks, FDI flows will continue to be high in response to the 
decreasing macro-risk associated with the African economies, 
South-South trade and investment, and good policy frame-
works. Risks include domestic political instability and external 
price and weather shocks. 

Africa’s GDP is expected to grow by 4.8 percent in 2013, slightly 
higher than 2012, adjusted for the Libyan effect discussed above. 
Growth will be underpinned by:

•  expanding domestic demand;
•  moderate to high commodity prices;
•  increasing South-South trade and investment; and
•  investment in energy and transport infrastructure, telecom-

munications, and social services. 

A number of formerly fragile countries in both West and East 
Africa are expected to perform well, with positive impacts on 
their regions (Map 1.1). 
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Source: AfDB Statistics Department.

Map 1.1
Africa’s Growth Projections, 2013, by Sub-region 

Inflation is expected to recede to single digits in most countries 
(averaging about 7.4 percent overall), owing to anti-inflation 
policies and projected bountiful harvests in many parts of the 
continent. Given narrow tax bases, however, revenue genera-
tion will remain a challenge for many countries. A number of 
countries are already exploring innovative approaches to raising 
resources for domestic investment, especially for infrastructure. 
Nigeria, Ghana, Senegal, Kenya, Namibia, and Zambia have 
gone to global markets, and will be followed by many others.

Despite robust recent performance, Africa continues to face 
risks and vulnerabilities, including:

• domestic political instability;
• derailed or postponed fiscal reforms; and
•  protracted industrial disputes, partly arising from perceived 

domestic inequalities.

Adverse weather conditions could also again undermine growth 
in some countries. And globally, Africa cannot insulate itself 
from the risks tied to sluggish recovery, nor the slowdown in 
emerging economies including China. The risks need to be 
addressed, experience has shown that if ignored they could 
erode confidence and reverse progress.

1.3  Africa’s Progress Towards 
Achieving Millennium 
Development Goals 

MDGs are still a work in progress. Although most African coun-
tries will not attain them, a key benefit has been the incorpora-
tion of the MDG toolkit into their policy frameworks, enabling 
efforts to proceed after 2015. 

Africa’s recent economic performance has enhanced its chanc-
es of reaching some Millennium Development Goals. The 
MDG Report 2012, a joint publication by the Bank, Economic 
Commission for Africa, African Union and the United Nations 
Development Programme (UNDP), notes that most African 
countries have made progress on a number of MDG goals and 
targets, even though many will not be met by 2015 (Table 1.1). 
The Report notes that progress on several indicators is accel-
erating: universal primary education—total enrolment is now 
above 80 percent, with gender parity—though quality remains 
poor, and many countries will likely not meet school-completion 
targets. Gender equality has received a boost from unlikely 
quarters, including women ascending to top positions in gov-
ernments and as members of parliaments, even in some fragile 
states. Attendance at tertiary levels, especially in the sciences, 
remains skewed in favour of men, although the share of women 
employment outside agriculture is increasing. 

Progress has been made on environmental sustainability, at least 
in terms of minimizing greenhouse-gas emissions and reduc-
ing the local consumption of ozone-depleting substances. But 
few countries have established full-fledged reforestation plans.

Though many of these targets will not be met, there has been 
progress in:

•  maternal health;
•  child mortality;
•  eradication of extreme poverty and hunger; and
•  combating the disease burden, including HIV/AIDS and  malaria.

For example, poverty in Sub-Saharan Africa—measured as sub-
sisting on less than USD 1.25 a day—declined from 56.5 percent 
in 1990 to 47.5 percent in 2008, with more recent data for indi-
vidual countries showing further improvement. Furthermore, 
HIV/AIDS is declining, especially in Southern Africa, as behav-
iours change and antiretroviral therapies become more avail-
able. Looking ahead, resources will be crucial to ensure further 
improvements and to address the post-MDG agenda. The 
MDG Report 2012 argues that ultimately African countries will 
have to transform their economies in ways that support inclu-
sive growth, while generating enough domestic resources to 
reduce dependency on external financing, and the implications 
of its variability.

Africa
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Goal and Target
(from the Millennium Declaration) Status Remark
Goal 1
Eradicate extreme poverty
and hunger

Off track $1.25-a-day poverty in Africa (excluding North Africa) 
declined from 56.5 percent to 47.5 percent during 
1990–2008

Goal 2
Achieve universal primary education

On track:  
net enrolment

Average enrolment exceeds 80 percent: issues of 
quality remain

Most countries are not expected to meet the 
completion target

Goal 3
Promote gender equality and empower women

On track Good progress at primary level but weak parity at 
secondary and tertiary levels of education. Share of 
women employed outside agriculture is increasing
 
High representation in parliaments including in 
fragile states

Goal 4
Reduce child mortality

Off track Declining, but slowly

Goal 5
Improve maternal health

Off track Declining, but slowly

Goal 6
Combat HIV/AIDS, malaria and other diseases

Off track Changes in behaviors and access to antiretroviral 
therapy are having a positive impact on HIV/AIDS 
prevalence, especially in Southern Africa. Malaria-
related deaths have declined by a third since 2000, 
but the disease continues to be a serious scourge. 
The overall disease burden in Africa remains high in 
absolute terms and compared to other regions

Goal 7
Ensure environmental sustainability

On track:  
improved water supply

Few countries have reforestation plans

Emissions minimal for most countries with little 
increase

Most countries reduced consumption of ozone 
depleting substances by more than 50 percent

Source: Based on “Table 1 Africa’s MDGs Performance at a Glance, 2012” in MDG Report 2012, co-authored by African Development Bank, Economic Commission for Africa, African Union, and 
United Nations Development Programme.

Table 1.1
Africa’s Progress on MDG Goals/Targets 
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2.1  Challenges and  
Opportunities

A major policy challenge for Africa today is how to broaden 
access to economic opportunities for its expanding population, 
including the most vulnerable groups. Africa requires structural 
transformation to propel it towards inclusive growth.

In Africa, unemployment and underemployment is high overall 
but for the youth and women they are especially acute. Although 
the size of the middle class on the continent has increased 
markedly in the past decade, generating a consumer boom 
and higher domestic investment, many poor people struggle to 
make a living in urban and rural areas, with little or no access to 
social services. In some countries, urban dwellers are worse off 
than the cousins they left in the countryside. Addressing these 
issues adequately will require the structural transformation of 
the African economies. 

The global economic and trade environment, including the 
international political economy that determines the terms of 
trade for Africa, especially for agriculture, continues to impose 
constraints on its progress. But Africa cannot afford to remain 
isolated from the global economy. It will need to be strategic 
and agile in interpreting changes in the global rules of the game 
and take advantage of any emerging opportunities. Experience 
indicates that trade becomes a real motor for growth only when 
it involves goods with high domestic value added, notably man-
ufactures. Also important, regional export and import markets 
are crucial for learning how to compete globally. Africa has 
shown that it can acquire the skills required to harness modern 
technologies, including ICT, to help it leapfrog to development. 
It must put these to use in carving out niches for itself in the 
global value chain.

2.2  Africa’s Economic Transformation: 
Three Key Principles

Africa’s structural transformation will be influenced by three 
broad factors: political leadership; the quality of growth, includ-
ing inclusion of the population; and the degree of economic inte-
gration or interconnectedness—nationally, regionally and globally. 

Africa’s economic transformation is going to be driven by many 
factors not least regional political events, weather, and interna-
tional price shocks. We can identify three interrelated factors 
or principles to which African countries should adhere as they 
embark on structural transformation.

Political Leadership. There is no single model for successful 
economic development and poverty eradication, as demon-
strated by countries from Asia to Latin America. However, 
success comes from leadership that has vision and capacity 
to implement its program. It is important to underline that the 
quality of the political leadership required will become even 
more important as African countries develop not less. This 
is because political stability is critical for national planning, 
sustaining macroeconomic policies and for creating a good 
investment climate. Likewise, good leadership will be crucial in 
guiding economies to middle income status, while minimizing  
income inequalities and social tensions. Political leadership 
must be accompanied by stronger institutional capabilities, 
which are important for the provision of social services, main-
tenance of peace and security, and private  sector participation 
in the economy.

Quality of Growth/Inclusion. For growth to be transforma-
tive, it must enhance productivity, add value, support innova-
tion, including in the use of domestic resources, and lead to 
economic diversification. Africa will need to harness all avail-
able opportunities to attain a more dynamic growth process. 
Incorporating the population into the socio-economic main-
stream has always been, at least nominally, the goal of most 
African governments. But it must happen in fact to make a 

This chapter discusses the challenges and opportunities linked to structural transformation. It 

points at the key drivers, underlines a number of important strategies, and argues that to succeed 

the process must be accompanied by visionary leadership. The “structural transformation” of 

Africa that we discuss in this chapter means diversifying the sources of economic growth and 

opportunity in a manner that promotes higher sector productivity, resulting in sustained and 

inclusive economic development. 
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difference. The exclusion  of women, the youth and other vul-
nerable groups from the mainstream development process has 
consequences. The Arab Spring and similar uprisings indicate 
that although deep economic disaffection could exist side by 
side with apparent affluence for a while, eventually serious 
social tensions break out. Socio-economic equality is there-
fore a public good that is crucial for the preservation of social 
peace and harmony—which are in turn important for growth 
and wealth generation. Climate change impacts will also be a 
key factor on the quality of growth in Africa.

Economic Integration—National, Regional and Global. Africa 
has opened up to the world in the past few decades as never 
before—with the private sector taking the lead. Africa’s Diaspora 
sends home resources every year that exceed total Official 
Development Assistance (ODA) for some countries on a per 
capita basis. The mobile phone and associated ICT innovations 
have enhanced the interconnection of many individuals and 
businesses, and led to a new industry comprising e-services. 
Modern travel has also greatly expanded all over Africa. However, 
logistical and policy impediments to economic integration at 
the national and sub-regional levels, and by implication into the 
global economy, persist. Without addressing them, Africa will 
not benefit fully from its increasing global economic importance. 
Africa’s economic infrastructure remains a key constraint to inter-
connectedness and hinders countries from linking and benefit-

ting from domestic, regional and global opportunities. Railways, 
a common and cheap form of transportation elsewhere in the 
developing world, has been slow to develop in Africa. The exist-
ing railway infrastructure is old and little investment has been 
attempted in the last decades. The road infrastructure, though 
vaster, is uneven and concentrated in urban areas. Rural parts 
of the countries are poorly served and spatial inequalities con-
tinue to fuel disaffection and sometimes dissent in many RMCs. 
Infrastructure and related skills development will be important 
for connecting Africa within and to the rest of the world. Above 
all it will support the economies of agglomeration that have 
propelled other regions of the world to rapid development. 

2.3  Key Drivers of Economic 
Transformation

Above we mentioned three interrelated principles around 
which Africa’s economic transformation is revolving and will 
continue to do so in the decades to come. The key message is 
that Africa should accelerate its structural transformation by 
boosting the potential of its youthful population, investing in 
science and technology and innovation, speeding up its rate 
of economic integration, greening the economy and support-
ing private sector enterprise. To provide some granularity, we 
have identified 9 key drivers that will be most important in this 
regard (Figure 2.1).
 

Box 2.1
Example of Bank Support to Payment and Settlement Systems Integration  

The Bank has provided financing to payment systems reforms to the Central Bank of West African States (BCEAO) and more 
recently to the West African Monetary Zone (WAMZ). This was in response to plans by leaders of the Economic Community of 
West African States (ECOWAS), which covers most of West Africa, to introduce a monetary union. In 2012, the Bank approved 
a similar project for the East African Community (EAC), focusing on payment and settlement systems. Even in this case the 
ultimate goal is the introduction of a monetary union for the EAC. 

The Bank’s support to payment and settlement integration projects in both East and West Africa illustrates the importance 
it attaches to ICT innovations for financial systems harmonization, economic integration and growth. The projects revolve 
around an ICT-based technological platform that provides a common foundation for the countries in the region and a basis for 
further enhancements and development. The projects also have a capacity development component to ensure sustainability. 

Among the benefits have been the following: 
•  Technical upgrade to payments systems, making cross-border settlements faster and safer, and providing a basis for regional 

currency convertibility;
•  More effective implementation of monetary policy and hence promotion of macroeconomic stability and mitigation of sys-

temic risk;
•  Increased cross-border trade;
•  Better financial market regulation and greater predictability to financial transactions; and 
•  Policy dialogue and movement toward economic integration. 
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Box 2.2
Harnessing ICT Innovation for Economic Development 

Many African governments are attracted by ICT opportunities and are moving forward with concrete plans. Kenya’s state-of-
the-art business and science park Konza Techno City—nicknamed Silicon Savannah—is being developed to attract technology 
companies and financial services firms, innovative thinkers and entrepreneurs, and multinationals looking for a low-cost, high-
quality outsourcing destination. Also near Nairobi is iHub—associated with Ushahidi, the best-known African-created software 
platform—which is part of a much larger African movement providing space for young technology entrepreneurs to network 
while receiving mentorship. Kenya’s iHub success in bringing together tech companies and investors has been widely copied 
elsewhere. There are now technology labs—focusing on young entrepreneurs, web and mobile-phone programmers, designers, 
and hackers—in Kampala (Hive CoLab); Dar es Salaam (Kinu); Dakar (Bantalabs); Tshwane (mLabs Southern Africa); Douala 
(ActiveSpaces); and coming soon in Accra and Lagos.

Figure 2.1
Key Drivers of Economic Transformation  
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Box 2.3
Transforming Agriculture in Nigeria 

Though its share of GDP has been eclipsed by oil and allied services plus government since the 1960s, Nigeria’s agricultural  
economy is still the key source of livelihood for the majority of the population, and Nigeria’s government is targeting it 

— in an effort worth NGN3 trillion (70 percent private funding)—as an important basis for economic diversification and growth. 
The strategy is a government-enabled but private sector-led initiative—to which American and Chinese firms have already 
pledged USD billions—to:

•  improve agricultural yield to engender food security while reversing food imports and boosting exports, raising rural incomes 
and welfare and reducing poverty;

•  restore variety and depth of agricultural production while creating employment; and
•  boost higher value-added manufacturing in agro-processing.

The focus is on improvements in financing (especially private lending), investment, inputs (especially fertilizer and improved 
seeds), and marketing. Rice, cassava, sorghum, cotton, and oil palm are especially targeted. The government has also improved 
extension services and provided high-yield seeds and other inputs while in some cases (cassava and oil palm) helping link 
local producers to foreign buyers.

Governance/Investment Climate. There has been a drastic 
change in how investors perceive the macro-risk associated 
with doing business in Africa, as a result of improved govern-
ance, better macroeconomic policies—lower debt, low infla-
tion and stable exchange rates. The growing middle class and 
more peaceful conditions are additional positive factors. Many 
African countries are taking advantage of this by issuing bonds 
on international markets, which has created strong momen-
tum that is expanding and developing the continent’s nascent 
financial markets. 

ICT Innovations. Africa has shown that it can acquire the skills 
required to harness modern technologies, including ICT, to 
help it leapfrog to greater development. Investments in ICT 
have greatly improved public access to information, spurring 
a knowledge economy and innovative approaches to micro-
finance and the mobilization of rural producers. An example is 
M-PESA, Kenya’s innovative mobile banking platform, which 
has influenced similar developments on the continent and 
elsewhere. Today, the mobile phone industry represents some 
4 percent of Africa’s GDP and employs directly or indirectly 
over 5 million people. Broadband penetration is projected to 
cover over 50 percent of the African population in the next 20 
years (from 7 percent in 2010). This is bound to revolutionize 
commerce on the continent.

Natural Resources. It is estimated that Africa’s natural 
resource extractive industries will contribute over USD 30 bil-
lion per annum in government revenues in the next 20 years. 
Governments will need to maximize value-added while limiting 
negative environmental and macroeconomic impacts.

Infrastructure. Africa’s infrastructure financing needs—about 
USD 390 billion in the medium term, mostly for power and ener-
gy—are in the USD trillions in the longer term. Natural resourc-
es could finance a substantial part of Africa’s infrastructure 
development. Many countries have already issued Eurobonds 
for infrastructure, on the basis of natural-resource revenues. 
And better infrastructure—including especially access to clean 
water and proper sanitation, electricity, as well as better roads 
to markets—can play an important role in reducing poverty.

Demographics. Young people comprise the bulk of Africa’s one 
billion population. To convert this “youth bulge” into a “demo-
graphic dividend” will require the creation of job opportunities 
on a large and unprecedented scale by focusing on skills and 
entrepreneurship development. Parallel urbanization—and 
expansion of Africa’s middle class—create opportunities for 
investment in consumer goods industries and services, as well 
as in modern agriculture, with potential for employment crea-
tion. To break cycles of intergenerational poverty and increase 
social mobility, governments will need to raise their outlays on 
education while protecting the rights of women, children, and 
other vulnerable groups.

Agriculture. Promoting agriculture—which provides direct inputs 
to the agro-processing value chain, supplies food to urban areas, 
and is a source of household savings for investment (the “agri-
cultural surplus”)—continues to be the most effective way of 
driving inclusive growth and poverty-reduction in Africa. The 
continent needs its own green revolution. Reforms to improve 
land use—and policies aimed at overcoming barriers to women’s 
ownership of land—are key, as well as commercialization of agri-
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Box 2.4
Key Strategies for Africa’s Socio-Economic Transformation 

•  Peace and elimination of causes of national and regional conflict;
•  Visionary leadership, without which reforms and development roadmaps are likely to flounder;
•  Strong and effective government institutions, while empowering women and youth;
•  Human development, including education and training, science and technology, and improvements in basic services;
•  Diversification, especially in agriculture and rural areas, including sustainable greening of the economy and promotion of 

manufacturing; and
•  Trade, especially within Africa, with domestic and regional investment in infrastructure as the backbone for economic integration.

culture, which will require the development of better extension 
services, improved technology, and irrigation systems as well 
as feeder roads to industrial hubs and other marketing infra-
structure. The introduction in Ethiopia of a digitalized agricul-
tural commodity exchange—offering real-time information on 
prices and quantities—has greatly boosted farmer confidence 
and productivity by reducing market risk. This technology is 
now being sought by many other African countries.

Climate Change. The impact of climate change on Africa’s 
agricultural productivity, food and water security, disease con-
trol, bio-diversity, and land degradation may be devastating. 
Countries as well as regional economic communities must incor-
porate climate change as a crosscutting issue in their develop-
ment strategies, focusing adequate financing on mitigation 
and especially adaptation, while also emphasizing technology 
transfer, research and dissemination of findings.

The Private Sector. As Africa’s economies expand, the private 
sector—with currently 90 percent informal employment—will 
become even more important, especially in industry. There 
has been a fundamental shift in policies—many countries now 
consider private enterprise a key partner in development—but 
there are still obstacles, including high rates of taxation and 
inadequate access to financing, as well as to electric power. 
Governments must remove obstacles to formal firms while ame-
liorating conditions for informal ones. Foreign investment and 
associated technology transfers will continue to be important 
for the development of private enterprises. Some African firms 
are also borrowing best practices from China and other Asian 
countries. In the wake of the global economic recession, many 
regions of the world are rethinking their approach to industrial 
policy. This is well worth consideration in Africa too. 

Urbanization. Africa’s cities, with 40 percent of the popula-
tion in 2010—projected to be 50 percent in a generation, and 
65 percent by 2060—are increasingly the drivers of growth. The 
50 largest cities (currently with 13 percent of the population 

and 25 percent of GDP) are expected to grow to 50 percent of 
the population and contribute nearly 40 percent of total GDP 
by 2025. Africa’s roughly 150 “middleweight” cities (currently 7 
percent of the population) will increase to about 20 percent in 
a decade, with a similarly increasing share of GDP. Urban con-
centrations of population allow for specialization—via industry 
clusters and economies of scale—enhancing productivity and 
export competence. Industrial clustering has been critical for 
Chinese manufacturing growth, and could be for Africa as well. 
But urban areas also provide serious challenges to government, 
especially in supply of housing, infrastructure, and services, 
including controlling pollution and crime. Strategies will be 
needed to ensure that benefits of urbanization are maximized 
while negative effects are minimized.

2.4  Strategies for Africa’s 
Economic Transformation

Strategies for Africa’s economic transformation are not beyond 
the reach of African governments. But they will require a con-
ducive and peaceful environment, dedicated implementation 
and monitoring and evaluation.

Strategies to unlock Africa’s potential—including better nutrition 
and improved access to basic services (including education), 
then matching the skills of the youthful population to dynamic, 
self-reinforcing, value-adding industrialization—are neither radi-
cal nor new (Box 2.4). Peace is indispensable. Africa’s leaders 
will need to sustainably harness the continent’s human and 
natural resources, yet strategies and policies must be crafted 
and driven by citizens. Policy ownership will be crucial. Africa 
must devote adequate financial and human resources to build-
ing capacities and mobilizing its rural and urban populations for 
development. Africa must remove gender barriers and allow 
for the full participation of its women in politics and econom-
ics, eliminating constraints to ownership of property, including 
land. In the next chapter, we look at examples of how the Bank 
is supporting Africa’s structural transformation. 
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3.1  The Bank’s Ten-Year Strategy
The overarching goal of the Strategy is to promote socially 
inclusive and environmentally sustainable economic growth.

The Bank envisions a stable, integrated, and prosperous Africa 
with competitive, diversified, growing economies participating 
fully in global trade and investment. The Bank sees Africa as the 
next emerging market. As Africa adjusts to the emergence of 
the South—especially China—and the real possibility of Africa’s 
achieving economic transformation in a generation, the Bank’s 
role and modalities also require adjustment. Global trade pat-
terns as well as flows of FDI and remittances have changed. 
The financing of Africa’s development—traditionally based on 
ODA—will also have to change. 

The Bank has developed a strategy for supporting and pro-
moting Africa’s economic transformation during 2013-2022. 
It has two objectives—inclusive growth and the transition to 
green growth. They relate to the promotion and maximiza-
tion of opportunities from economic growth through building 
resilience, promoting sustainable infrastructure and managing 
natural resources efficiently and sustainably, including enhanc-
ing agricultural productivity. The Strategy continues to focus 
on the Bank’s core operational priorities such as infrastructure 
development, regional integration, private sector development, 
governance and accountability, and skills and technology. It 
underlines areas of special emphasis including fragile states, 
agriculture and food security, and gender.

The Bank is keenly following the progress of its regional member countries in their pursuit of 

structural transformation. This chapter provides examples of policy and operational measures 

undertaken in recent years to bolster these transformation efforts at country as well as regional 

levels. Of key importance is the recent adoption of a Ten-Year Strategy for the Bank’s operations. 

Box 3.1
Elements of the Bank Group’s Ten-Year Strategy  

Goal: Improving the quality of growth—for inclusive and green development 

Core operational priorities:
• Infrastructure development;
• Regional integration;
• Private sector development;
• Governance and accountability; and
• Skills and technology.

Areas of special emphasis:
• Fragile States;
• Agriculture and food security; and
• Gender.

Financing the Strategy: 
• The Bank will seek new and creative ways of mobilizing resources, especially by leveraging its own resources.
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The resources required to implement the Strategy will be enor-
mous and the Bank’s finances will only account for a small frac-
tion of the requirements. The Strategy envisages creative ways 
of mobilizing resources for Africa’s development, including 
the Bank’s use of its own resources to leverage private sector 
financing for RMCs. 

3.2  Specific Initiatives Targeted 
at Enabling Economic 
Transformation

Looking ahead, regional infrastructure, support to the private 
sector, human development and strategic partnerships will be 
key ingredients of the Bank’s approach.

The Bank has decentralized with newly-created, dedicated 
service centres in Nairobi and Pretoria—which will facilitate 
implementation of Bank projects—and more field offices and 
staff, especially in fragile states. Bank initiatives and programs 
are contributing to Africa’s economic transformation. A few 
current and planned initiatives are highlighted here.

At continent level, the Program for Infrastructure Development 
in Africa (PIDA)—conceived by the Bank, the Economic 
Commission for Africa (ECA), the African Union Commission 
(AUC), and the New Partnership for Africa's Development 
(NEPAD), and whose full cost by 2040 is estimated at USD 
360 billion—intends to connect African roads, railways, oil and 
gas pipelines, power networks, and ICT. There is broad agree-
ment that such infrastructure connecting Africa will be trans-
formational:

•  promoting regional economic integration;
•  bringing about a dramatic reduction in energy costs while 

increasing access;
•  reducing transport costs;
•  enhancing water and food security; and
•  boosting ICT services and connectivity.

PIDA has initiated a Priority Action Program for 2012-20 to 
embark on its initial phases. Inga—the 40,000 MW power plant 
in the Democratic Republic of Congo (DRC)—is a PIDA project.

Financing Africa’s economic transformation will require inno-
vative thinking. The Bank is planning two important initiatives:

•  an infrastructure bond managed by the Bank but financed by 
African governments and central banks; and

•  a Green Africa Fund focusing on adaptation to climate 
change—as opposed to mitigation—the current focus of 
international programs.

In 2012 the Bank launched AgVance Africa—a USD 500 mil-
lion equity fund of funds for agribusiness—targeting small and 
medium-size enterprises (SMEs), the backbone of job creation 
in many African countries. It is expected to catalyse USD 7 bil-
lion in total investment. The Bank will also embark on trade-
finance operations which have potential to open up markets 
for small-scale operators in Africa, encouraging innovation and 
increasing competitiveness.

Sustaining Africa’s economic transformation will require a 
well-educated labour force. The Bank has emphasized skill 
enhancement at the primary and tertiary levels. The Bank’s sup-
port to Africa’s universities and national and regional centres 
of excellence, especially in science and technology, is crucial. 
The Bank—jointly with the AUC, the United Nations Economic 
Commission for Africa (UNECA), and the International Labour 
Organization (ILO)—also launched an Africa-wide initiative to 
accelerate countries’ responses to youth unemployment.

3.3  The Bank as a Knowledge Broker
The Bank has the determination and the resources to become 
the first port of call on information and analyses on the African 
economies. Broad collaboration with the RMCs, other multilat-
eral institutions and think tanks is strengthening this further. 

Though it is Africa’s premier development finance institution, 
the Bank does more than just finance, including seeking solu-
tions to Africa’s challenges and sharing its analyses broadly. 
The Bank has strengthened the Chief Economist Complex, ena-
bling staff to undertake recent cutting-edge analyses on both 
Africa’s middle class and youth unemployment. Analyses often 
require a wide variety of robust data, for which the Statistics 
Department (ESTA) has been vital. Its support to statistics offic-
es in African countries is one of the most important capacity 
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enhancement efforts that the Bank has undertaken. The Bank 
has also become the best source for Africa’s consumer price 
index, and it is increasingly being used as a source of statisti-
cal data and indicators for African countries (See http://www.
afdb.org/en/knowledge/statistics/data-portal/). The Bank’s 
new information disclosure policy allows full online access to 
its internal information.

The nature and extent of capacity building dictate how success-
fully best practices in operations and knowledge-generation 
can be replicated by others. The Bank’s African Development 
Institute plays a critical role in capacity building both at head-
quarters and in the field, where its vast network of national 
and regional think tanks is crucial to its mission of enhancing 
Africa’s capacity for economic development.

The Bank is collaborating with the AUC and the ECA on a frame-
work document for Africa’s economic transformation entitled 
“Africa in 2063”—i.e., one hundred years since formation of the 
Organization of African Unity—which will be presented at the 
2013 African Heads of State Summit in Addis Ababa in May. 
The Bank’s African Development Report 2012 is focused on 
greening the economy. It’s African Economic Outlook 2012—
published jointly with the OECD, ECA and UNDP, and focused 
on youth unemployment—attracted much attention. The Bank-
sponsored African Economic Conference (held in Kigali in 
November 2012) attracted researchers from throughout the 
world to discuss Africa’s economic transformation. The Bank’s 
High Level Dialogue Seminars—already held in Tunis, Lusaka, 
and Cairo, and planned elsewhere—have been praised for their 
relevance and candour.

Part II of the report, which follows, focuses on the Bank’s opera-
tions and policies and its internal administration. It provides 
good examples of what needs to be done on the ground to 
transform Africa, and how the Bank is streamlining its opera-
tions to enhance its capacity to deliver. 

Further reading:
MDG Report 2012. Assessing Progress in Africa toward the Millennium 
Development Goals. A joint publication (2012) by the Africa Union 
Commission, African Development Bank, United Nations Economic 
Commission for Africa and United Nations Development Programme.

African Economic Outlook 2013. A joint publication, with the theme 
“Africa’s Economic Transformation” by African Development Bank, United 
Nations Economic Commission for Africa, Organisation for Economic 
Co-operation and Development and United Nations Development 
Programme.

The Africa Competitiveness Report 2013. A joint publication by World 
Economic Forum, World Bank and African Development Bank. 

At the Center of Africa’s Transformation. Strategy for 2013-2022. This 
is the new Strategy of the African Development Bank.
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