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1.1 Growth Performance
Africa’s growth compared favourably with that of other devel-
oping regions of the world and the major economies. Domestic 
demand has been an important growth factor, but so has 
better macroeconomic management. With a few exceptions, 
countries have maintained relatively low rates of inflation, while 
fiscal deficits have been manageable. The higher inflows of 
financial resources to Africa in recent years, both from remit-
tances and foreign direct investment (FDI), have more than 
compensated for the generally low levels of domestic savings. 
A key driver of growth has been high demand for Africa’s min-
erals, oil and gas from the emerging markets.

Real GDP growth. Africa grew by about 4 percent in 2013, 
a reduction of some two percentage points compared to 
2012. Growth in sub-Saharan Africa was 5 percent, and 
excluding South Africa, about 6 percent (Figure 1.1). Africa’s 
performance compares favourably with that of the rest of 
the world in 2013, given declining growth among emerging 
economies in Asia (6.6 percent) and Latin America and the 
Caribbean (3 percent), and slow recovery in the developed 
world—notably the US (1.5 percent), the eurozone (where it 
actually fell by 0.4 percent) and Japan (2 percent). Growth 
on the continent has also been well distributed among 
sub-regions.

The prices of oil, gas and other commodities (Figure 1.2) 
have been key factors in Africa’s recent growth, and the con-

tinent’s mineral and oil exporters continued to register trade 
surpluses, although prices are unlikely to return to the highs 
of the past decade. However, new natural resource projects 
are emerging in more places in Africa than ever before, and 
they will continue to reflect on the growth picture for years 
to come. It should be borne in mind that Africa, as a whole, 
needs to maintain average growth rates of above 7 percent 
in the medium to long term to generate the employment and 
incomes required to reduce mass poverty. 

Africa’s growth typologies 2013. Africa is a continent of wide 
variations in terms of economic structure, natural resource 
endowment, and level of development. While average growth 
rates provide a good overall assessment of Africa’s current and 
medium-term prospects, they obscure a number of features 
crucial for understanding the nature of its recent progress. 
In Table 1.1 Regional Member Countries (RMCs) have been 
divided into four broad categories, which though not exclu-
sive, do provide good examples of variations in performance 
across the continent: (i) those that can access the Bank’s 
Fragile States Facility, typically countries with low average 
scores on the Country Policy and Institutional Assessment 
(CPIA); (ii) factor-driven economies (usually low income and 
exporters of raw commodities); (iii) major oil exporters; and 
(iv) investment-driven economies (also called emerging econ-
omies, typically countries in transition towards manufactur-
ing and services as basis for the economy). We have also 
placed each country in one of five growth brackets during 
2013, ranging from below 1 percent to more than 7 percent. 

The continent has demonstrated considerable resilience in the face of the slow recovery of the 
global economy, with growth well spread out in all its sub-regions. Natural resources  continued 
to power growth in 2013, especially among major oil producing regions. But also notable was the 
good performance of countries that are not richly endowed with natural resources,  depending 
increasingly on good policies to attract domestic and foreign investment. Isolated examples 
of economic setbacks indicate the need for diligence in addressing deep-seated economic 
 inequalities and in the provision of social services. Economic prospects look good on the whole, 
given the strengthening of the global economic recovery. Africa is expected to grow at 4.8 and 
5.7 percent during 2014 and 2015 respectively. Future growth needs to be higher and more 
diversified to create a firmer basis for structural transformation. This chapter reviews Africa’s 
economic performance during 2013. It looks specifically at growth performance and prospects, 
macroeconomic management, and the mobilization of resources, both internal and external. It 
concludes with a discussion of MDGs and the post-MDG Agenda.
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Growth in post-conflict and conflict-affected economies was 
relatively high in 2013. For instance, growth rates of above 
8 percent were recorded for the Democratic Republic of 
Congo, Côte d’Ivoire, Liberia, Sierra Leone and South Sudan. 
Natural resources, which were sometimes in the past a cause 
of conflict for many of these countries are now providing a 
basis for reconciliation and national reconstruction in some 
of them. Fourteen of the eighteen countries that can access 
the Bank’s Fragile States Facility (not all chose to do so) post-
ed growth rates of 3 percent or above in 2013. The Central 
African Republic was the exception with growth declining by 
over 10 percent in 2013. It is also significant that many Low-
Income Countries (also known as factor-driven) that depend 
more on agriculture, minerals, other than oil, and light man-
ufacturing, performed well in 2013, in spite of weak global 
demand. Table 1.1 shows that seventeen such countries, led 
by Ethiopia (above 7 percent), and drawn 
from most parts of the continent, registered 
growth that was above 3 percent on aver-
age. Ten countries in this category grew 
between 5 and 7 percent. 

Among major oil exporters, growth was high-
est for Angola, Gabon and Nigeria, at above 
5 percent. Equatorial Guinea saw growth 
fall in 2013 to below 1 percent, compared 
to above 5 percent in 2012. A major oil 
field has reached its peak, and is in decline, 
while new prospects under development are 
yet to be completed. In the case of Libya, 
socio-economic disruptions during the year 
prevented the rolling out of new investment, 
and led to growth falling below one percent. 

The economies referred to as investment-driven registered 
growth rates that were, at about 4 percent on average, com-
parable to those of their peers—Low- and Middle-Income 
Economies—elsewhere in the world. Six countries were in this 
category, posting growth rates of 3 percent and above. The 
tourist sectors in Kenya, Morocco and Seychelles continued 
to perform well, but manufacturing performance was below 
expectations. Typically Foreign Direct Investment (FDI) flows 
remained low. Cabo Verde, Egypt, South Africa and Tunisia 
grew at below 3 percent.

Regionally, Central Africa grew by 3.7 percent compared to 
about 6 percent in 2012. But prospects had worsened sig-
nificantly by the end of 2013 as armed conflict ensued in the 
Central African Republic. East Africa grew by 6.2 percent on 
average, about 2 percent higher than 2012. In North Africa 

Source: AfDB Statistics Department.
Note: (e) estimates; (p) projections.

Source: AfDB Statistics Department.
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growth was 1.9 percent in 2013, a decline of more than 8 
percentage points compared with 2012, owing to social 
unrest in some countries. Southern Africa’s growth averaged 
3.0 percent in 2013, indicating little change from 2012. West 
Africa grew by 6.7 percent, a decrease of 0.2 percent on the 
previous year. 

1.2  Macroeconomic Management 
African policy makers continued to pursue cautious macroe-
conomic policies in 2013, characterized by low inflation and, 
on the whole, manageable fiscal positions. It is notable that 
fiscal discipline was exercised by countries in all  sub- regions, 
including those well-endowed by natural resources. Resource 
mobilization was a key preoccupation, although revenue effort 
for many countries remained below that in other developing 
regions. 

Inflation. On the whole, African governments continued to 
pursue cautious monetary and fiscal policies in 2013. Coupled 
with sluggish global demand, average inflation rates improved 
by 2 percentage points to 6.7 percent in 2013; compared 
to global rates of 6 percent, and rates of less than 2 percent 
in the US and the EU (Figure 1.3). Inflation in WAEMU and 
CAEMC member countries was at about 2 percent, close to 
the eurozone average, resulting from the pegging of the local 
currency, the CFA, to the euro. Elsewhere in Africa, inflation 
rates were more varied, but remained generally within sin-
gle digits as in 2012. Exceptions were countries such as 
Sudan and Malawi that experienced economic shocks dur-
ing 2013, and saw inflation rates rising to approximately 30 
percent. In East Africa, inflation fell to about 12 percent from 
about 20 percent in 2012. In terms of underlying structures, 
net oil-exporting countries experienced higher inflation than 
net oil-importing countries—with a margin of 2 percentage 

Table 1.1
Africa’s Growth by Country and Structural Grouping, 2013* 

Growth Bracket/Grouping Can Access Bank’s 
Fragile States Facility*

Factor-Driven/
Low Income

Major Oil Exporter Investment-Driven 
Economies

Above 7% Congo, Dem. Republic
Côte d’Ivoire
Liberia
Sierra Leone
South Sudan

Ethiopia Nigeria

 5% - 7% Djibouti
Togo

Benin
Burkina Faso
Gambia
Malawi
Mali
Mauritania
Mozambique
Tanzania
Uganda
Zambia

Angola
Gabon

Botswana

 3% - 4.9% Burundi
Chad
Comoros
Congo
São Tomé & Príncipe
Sudan
Zimbabwe

Cameroon
Ghana
Lesotho
Niger
Rwanda
Senegal

Algeria Kenya
Mauritius
Morocco
Namibia
Seychelles
Swaziland

 1% - 2.9% Eritrea
Guinea

Madagascar Cabo Verde
Egypt
South Africa
Tunisia

 Below 1% Central African Republic
Guinea-Bissau

Equatorial Guinea
Libya

Source: AfDB Statistics Department.
Note: * Excluding Somalia for lack of data.
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points between them. African inflation is expected to remain 
moderate in the medium term. 

Fiscal and current account balances. Africa experienced 
some deterioration in its current account and fiscal balances for 
2013, with notable differences between net oil-exporters and net 
oil-importers (Figures 1.4 and 1.5). Net oil-exporting countries 
saw their current account surplus as a percentage of GDP 
fall from 2.3 percent in 2012 to 0.8 percent in 2013, while the 
current account deficit was 8 percent of GDP for oil-importers, 
compared to 7.6 percent in 2012. Africa’s overall fiscal deficit 
as a percent of GDP increased from 2.9 percent in 2012 to 3.9 
percent in 2013. But there was considerable variation: countries 

experiencing social disruptions of various kinds, witnessed more 
fiscal and current account pressures than others. 

1.3  External Financing
One of the remarkable stories of the past decade is the  global 
shift in sentiment regarding investing in Africa. The rapid 
rise in foreign direct investment (FDI) since the early 2000s 
and increases in remittances have compensated for Africa’s 
relatively low rates of savings. FDI inflows fell well short of 
what the continent requires for its structural transformation. 
Innovative approaches to funding Africa’s development are 
urgently needed. One such effort is to curb the illicit flow of 
finances out of the continent. 

Three interrelated factors explain the large and sustained 
inflows of external financing to Africa in recent years—in spite 
of the deep recession that affected developed countries and 
the decline of development assistance. The first is the natural 
resource boom, including oil and gas, from which a number 
of African countries have benefitted in the past decade, and 
which have attracted financing from China and other emerging 
economies. Second has been the search for value by inves-
tors from developed countries in Africa’s frontier markets as 
returns in mature markets declined. Third, remittances from 
the African Diaspora have been rising steadily in the past 
decade in response to increasing investment opportunities, 
including the real estate sector—and have become the most 
important source of financial flows to Africa, surpassing both 
FDI and Official Development Assistance (ODA) (Figure 1.6). 

However, Africa’s financing gap remains large and countries in 
most parts of the continent are looking for ways to enhance 

Source: AfDB Statistics Department.
Note: (p) projections.

Source: AfDB Statistics Department.
Note: (p) projections.

Source: AfDB Statistics Department.
Note: (p) projections.
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domestic resource mobilization. The natural resource boom 
and the political economy of election cycles have sometimes 
eroded domestic revenue raising efforts. However, the long 
global recession, which weakened donor budgets, has forced 
many African countries to find other avenues for financing 
their public sector activities, including reduction in subsidies, 
strengthening tax efforts and setting realistic tariffs for utilities, 
including electricity. 

Remittances. In spite of the global financial crisis,  remittances 
witnessed only a mild decline, and then continued to rise 
(Figure 1.6). They grew to USD 65 billion in 2013, up by 5 
percent over 2012. They are expected to reach USD 67 billion 
in 2014. The bulk of remittances went to North and West Africa, 
the regions with the largest number of diaspora communities 
abroad. The two regions received about 80 percent of total 
remittances. As a source, Europe accounted for 40 percent 
of the remittance inflows, the United States for 28 percent, 
Africa itself for 13 percent, and the Middle East for 9 percent. 

Official Development Assistance (ODA). ODA amounted to 
about USD 55 billion in 2013, about the same as 2012, indicating 
a small decline in real terms. It continues to be an important 
source of financing for many countries in Africa, particularly 
conflict-affected and post-conflict countries. Among the latter, 
ODA financed upwards of 40 percent of total budgets and a 
considerable part of their public sector capital spending in 2013.

Foreign direct investment. Net FDI flows to the continent 
as a whole were some USD 57 billion in 2013, an increase of 
about 14 percent over the previous year. The increase reflects 
the search for value by investors in the West, in a climate of 
generally low interest rates and slow recovery. The bulk of 

these investments went to mineral prospecting and building 
new capacities in the extractive industries across Africa. 

For comparative purposes, the size of foreign direct invest-
ment as a percentage of GDP in 2013 has been presented 
in three categories in Table 1.2: (i) the high FDI category, with 
10 countries with ratios exceeding 10 percent; (ii) the medium 
FDI category, with 23 countries with ratios between 3 and 10 
percent; and (iii) the low FDI category, with 19 countries with 
ratios below 3 percent. It can be noted, in contrast, that net 
FDI to OECD countries amounted to only about 2.4 percent 
of GDP in 2013, indicating that size effects matter. 

The high FDI category comprised many mineral-rich countries, 
notably the Democratic Republic of the Congo, or those currently 
developing new oil or gas deposits, such as Mozambique. 
However, only Gabon and Equatorial Guinea belong to the 
group of mature oil exporters—although Congo also exports 
oil in large quantities. In most of these countries, investments 
from emerging economies dominated FDI inflows. The medium 
FDI category includes a larger and more varied group of 
countries with at least four investment-driven economies, 
but with a number of factor-driven ones as well, though not 
necessarily dominated by natural resource economies. The 
low FDI category contains a number of large countries such as 
South Africa, which get substantial amounts of FDI in nominal 
terms, but which are low relative to the size of their GDP.

Among the countries receiving relatively high levels of FDI, 
Mozambique’s offshore gas finds in the Indian Ocean, and 
rich mineral resources in the Democratic Republic of the 
Congo and Mauritania have been important targets. Among 
medium level recipients of FDI, agriculture and manufacturing 
have attracted considerable attention. 

While there are many factors that affected the flow of FDI to 
Africa as a whole and to regions and countries in particular in 
2013, a number of important features are summarized below: 

•  FDI net inflows to South Africa fell by some 20 percent in 
2013, adding to a decline of a similar magnitude in 2012. 

•  There was a sizeable flow of South African FDI to other 
parts of Africa, mostly in finance and utilities. 

•  In West Africa, inadequate port capacities raised produc-
tion costs and were a disincentive to FDI in some countries. 
Many countries, including Nigeria, embarked on projects to 
rectify port congestion and to improve turnaround times. 

•  Although the buoyancy of investments in the oil and gas 
sectors in Africa is unmistakable, the regulatory environment 
is still inadequate in many countries. The Bank’s African 

Source: AfDB Statistics Department.
Notes: e) estimates; (p) projections
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Legal Support Facility (ALSF) has been helping a number 
of countries to formulate regulatory frameworks for their oil, 
gas and mining sectors. 

•  Countries, notably in East Africa, are recognizing the 
importance of collaboration, over regulatory frameworks, 
and sharing costs in the development of ports, and related 
infrastructure, to deepen markets and enable regional 
participation in global value chains. 

New sources of external financing. A large number of African 
countries have tapped into the international bond markets in 
recent years. In 2013 alone, Nigeria, Ghana, Tanzania and 
Rwanda raised some USD 4 billion, while Kenya, Angola 
and Uganda were planning to go to the markets in 2014. 
However, there has been concern that the reversal of the 
policy of quantitative easing, primarily in the US, might disrupt 
the growth of emerging economies and scuttle international 
bond markets. Already, the end of 2013 saw the return of 
volatility of capital flows to emerging economies, lowering 
growth prospects in China, and by implication in Africa. 

Illicit financial flows. While Africa is eager to attract financial 
resources for development, many governments are  concerned 

that large sums of money have been taken out of the con-
tinent illicitly. The methods used range from underpricing of 
export commodities to various forms of financial fraud. It has 
been estimated that reducing illicit flows, even by a limited 
amount, could greatly contribute to the resources available for 
investment on the continent, and hence for poverty reduction. 
However, the approaches and systems required to stem the 
flow demand a high level of commitment by governments, 
the private sector and other stakeholders, including the inter-
national community. 

1.4  Economic Prospects
Africa’s medium-term prospects are good. Above-average 
growth is expected, in light of slow, but improving global eco-
nomic recovery. Natural resources will continue to be impor-
tant determinants of performance. But equally important will 
be Africa’s ability to attract FDI and to embark on sustainable 
industrialization and trade in manufactured goods.

Real GDP growth. Africa’s average GDP growth is expected 
to be 4.8 and 5.7 percent during 2014 and 2015, respec-
tively, buttressed by an improving global economy. Map 1.1 
presents Africa’s regional growth projections for 2014. As in 

Table 1.2
Africa: Foreign Direct Investment as Percent of GDP, 2012/2013 

Countries Observations
High: More than 10% of GDP Congo Republic

Congo, Democratic Republic
Equatorial Guinea
Gabon
Guinea

Liberia
Mauritania
Mozambique
Niger
Sierra Leone

At least 5 countries highly 
dependent on mineral extraction, 
and a number of countries with 
new mineral discoveries.

Medium: Between 3-10% of GDP Cabo Verde
Central African Republic
Chad
Comoros
Djibouti
Gambia
Ghana
Lesotho
Madagascar
Malawi
Mali
Mauritius

Morocco
Namibia
Seychelles
São Tomé & Príncipe
Sudan
Tanzania
Togo
Tunisia
Uganda
Zambia 
Zimbabwe

Many countries in this category 
are more dependent on 
agriculture, non-oil minerals and 
light manufacturing than on oil.

Low: Less than 3% of GDP Algeria
Angola
Benin
Botswana
Burkina Faso
Burundi
Kenya
Cameroon
Côte d’Ivoire
Egypt

Eritrea
Ethiopia
Guinea-Bissau
Libya 
Nigeria
Rwanda
Senegal
South Africa
Swaziland

Group consists of a number of 
major oil producers, investment-
driven economies, and notably 
South Africa. 

Source: AfDB Statistics Department.

Chapter 1Africa’s Socio-Economic Performance

Annual Report 2013 9



previous years, growth will be sustained by strong domestic 
demand, associated in many countries with investments in 
infrastructure and expansion of export capacities. 

Growth in Central Africa was expected to be about 6 per-
cent in 2014 before the armed conflict in the Central African 
Republic, but is likely to be lower in the medium term. The 
Democratic Republic of the Congo has the potential to grow 
at 8 percent or more during 2014 and 2015. The Republic 
of Congo, on the other hand, is well positioned to bolster 
growth by attracting investment into its natural resource-rich 
economy. Chad is projected to grow at close to 9 percent in 
the medium term, driven by investments in oil and agriculture. 
In East Africa, economies are expected to grow at about 6 
percent on average. But the dynamics are changing with the 
new oil and gas discoveries in the region, which are expected 
to attract FDI in prospecting and construction of infrastruc-
ture. Armed conflict in South Sudan has disrupted business 
in the region, but is not expected to have a lasting impact on 
performance. North Africa is expected to grow by 3.1 per-
cent in 2014 and by 5.5 percent in 2015. However, political 
developments in the region will be a key determining factor. 

In Southern Africa, South Africa is projected to grow at 2.7 
percent and 3 percent in 2014 and 2015, respectively. The 
impact of South Africa’s growth on the region will be marked 
during the next cycle of global recovery. Other countries in the 
region, notably Zambia, are expected to post higher growth 
rates, above 7 percent. In particular, Zimbabwe is expected 
to return to more normal capacities, growing at around 4 per-
cent, following serious reform attempts in the past few years. 
Growth in Mozambique is expected to rise substantially in the 
medium term, to above 8 percent. Botswana, Lesotho and 
Swaziland are expected to post growth rates of between 2 
and 6 percent. 

West Africa will continue to demonstrate Africa’s best prospects 
for growth in the medium term. Average growth is projected 
at about 7 percent in 2014 and 2015, respectively. This will 
mainly be due to the rich natural resource endowment and 
the reaping of the peace dividend, including higher tourism 
flows. Structural reforms and the consolidation of peace will 
help ensure regional stability and high growth.

Macroeconomic outcomes. Inflation is expected to be mod-
erate in the medium term, at about 7 percent in both 2014 
and 2015, reflecting continuing disinflation in Low-Income 
Countries and projected good weather patterns. Fiscal defi-
cits are expected to increase in 2014 and 2015, respectively, 
as countries adjust to demanding fiscal environments, with 
expenditures exceeding revenue. The deterioration is expect-
ed to be sharper for oil and mineral exporters, which could 
face weaker commodity prices in the medium term. Shale 

oil discoveries in the US are, for example, a major cause of 
concern. They are expected to impose a cap on oil prices 
globally, which might lower them in real terms over the next 
few years. Countries that export oil will nevertheless record 
trade surpluses equivalent to 6.2 percent of GDP in 2014, 
while oil-importing countries will record deficits equivalent to 
11.1 percent of GDP in the same year. 

Looking ahead, there are three areas of medium-term policy 
concern: 

Risks of slowdown of the global economy. Although the 
global recovery is well underway, it is subdued and subject 
to significant downside risks. The return of economic volatility 
among emerging economies, especially in China and other 
emerging markets (Brazil, India, Argentina and Turkey), could 
well weaken exports and FDI flows. Besides, any further 
weakening of the OECD economies is likely to reduce donor 
flows to Africa, already adversely affected by the global 
economic crises. 

Reversal of capital flows. In the wake of the monetary 
tapering by the US Federal Reserve, there is concern that FDI 
flows to Africa might slow down considerably. The return of 

Source: AfDB Statistics Department.
Notes: e) estimates; (p) projections
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economic volatility among emerging economies could well 
weaken exports and FDI flows. Already, emerging markets 
are witnessing a toughening of market conditions and the 
coupon values for their bond issuances are no longer as 
attractive as before. 

Home-grown risks. Contagion and neighbourhood effects 
have been fairly contained in Africa in recent years, as a result of 
more peaceful conditions and improving governance. However, 
political upheaval in several Regional Member Countries, if 
not resolved, could threaten the gains made during a decade 
of robust growth. 

1.5  Progress Toward a Post-MDG Agenda
Africa’s Post-MDG Agenda builds on lessons learnt during 
implementation of the MDGs. Issues of economic inclusion 
and structural transformation will be at the centre of the debate.

Achievement to date. Africa has made progress towards 
meeting the Millennium Development Goals (MDGs). The 
proportion of people living in extreme poverty (on less than 
USD 1.25 a day) has fallen from 56.5 percent in 1990 to 
below 48 percent today. Though poverty has not been 
halved, the reduction is still significant. Most countries have 
achieved universal primary enrolment, with rates of 90 percent 
or higher, even though the quality of delivery is often below 
what is required for the steady development of human capital. 
In the area of HIV/AIDS, the rate of spread has been halted 
and even reversed in some countries. In the area of political 
representation by gender, the proportion of seats held by 
women in African national parliaments stands at about 20 
percent on average, which is much higher than in more 
developed countries in the West. 

Unfinished agenda. Although the MDGs have been an 
important anti-poverty push in Africa as a whole, success 
has been far from universal. In sub-Saharan Africa, countries 
in conflict or post-conflict situations have seen a steady 
worsening of their access to modern services and increasing 
levels of poverty. In the worst cases, the situation of women 
has deteriorated markedly, leading to high levels of maternal 
and child mortality—resulting from malnutrition, and disease. 
As the target date of 2015 for achieving the MDGs draws near, 
there has been much reflection on measures that should be 
adopted in the medium- to long-term to complete the unfinished 
agenda. It can be argued, in hindsight, that a number of issues 
indispensable to enhancing human development should have 
been included in the MDGs: 

•  Protection of human rights—vulnerable groups and minorities 
tend to be subjected to gross human rights abuses in 
many countries, especially in states of war, with little or no 

redress. Domestic mechanisms offer limited protection in 
such cases, while the international community can be slow 
in responding to emergencies. 

•  Peace, security and disarmament—in the absence of mech-
anisms for ensuring permanent peace, many conflict-affected 
African countries tend to swing between war and peace. 
Defunct armies require alternative livelihoods, which when 
not forthcoming force them back into armed rebellion. “Truth 
and reconciliation frameworks” though much talked about, 
have not worked effectively outside South Africa. 

•  Environmental sustainability and climate change—
environmental issues and climate change are given top 
priority by countries and development agencies in the course 
of policy dialogue, but resources and budgetary allocations 
to address them are quite limited. 

•  Inequality, job creation and access to services—MDGs 
were largely silent on the issues of inequality, including 
spatial and gender inequalities, especially manifested 
in disparities in access to social services, and income-
generating opportunities. They also did not consider the 
issue of economic transformation explicitly.

1.6  Africa’s Common Position on the Post-
2015 Development Agenda

African countries have agreed on a common position on the 
Post-2015 Development Agenda that emphasizes structural 
transformation and inclusive green growth, the use of innovative 
technologies, human capital development, and productive 
financing partnerships. 

In 2011, the African Development Bank, the African Union 
Commission, the United Nations Economic Commission for 
Africa and the UN Development Program jointly initiated a 
series of consultations at sub-regional and continental levels, 
with the goal of articulating a common African position on 
the Post-2015 Development Agenda. To date, four meetings 
have taken place—in Ghana, Kenya, Senegal and Tunisia. The 
meeting in Tunisia produced the first draft African Common 
Position on the Post-2015 Development Agenda. 

So far, the consultation process has identified four broad 
development outcomes and a set of enablers as Africa’s pri-
orities for the post-2015 Development Agenda: 

•  Structural economic transformation and inclusive green 
growth. Growth should be people-centred, diversified, 
promoting green activities and targeted at reducing inequality 
by integrating the poor into productive sectors. Africa will 
benefit greatly from an environment that is conducive to 
industrialization, through the development of value chains 
across sectors, and private sector development, including 
promoting the transformation of the informal sector. Equity 
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should be measured using disaggregated outcome indicators, 
with a view of integrating them into the goals. 

•  Innovation and technology transfer. Access to energy and 
ICT is critical for Africa’s economic and social transformation, 
as is basic infrastructure. Africa must seize the technological 
and digital innovations in the areas of mobile technology, 
cloud computing, biotechnology, e-governance etc., to 
expand business opportunities. 

•  Human capital development. There should be emphasis 
on equality, improving food security, social protection and 
health for all, adequate shelter and access to water, sanitation 
and hygiene, gender parity, and eradication of poverty. It 
is vital to implement comprehensive policies that include 
capacity building and promote market-relevant curricula to 
help young people obtain decent and well-paid jobs. To this 
end, the quality of education and service delivery should 
be measured with emphasis on building core skills that are 
relevant to the labour market.

•  Financing and partnerships. A Post-2015 Development 
Agenda requires adequate financing and an enabling global 
environment. Aid flows have been declining in relative 
terms and new modalities to support development are 
needed. Rather than continued dependence on aid and 
global partnerships, Africa must focus more on attracting 

domestic and foreign investment and mobilization of domestic 
revenue. Focus must be placed on strengthening financial 
intermediation, broadening the tax net and improving 
revenue generation capacity through innovative financing 
mechanisms, curtailment of illicit financial flows, and efficient 
use of existing resources. 

1.7  Conclusion: From Resilience 
to Transformation

This chapter has painted the picture of a resilient Africa, in the 
context of a prolonged global recession. Many  countries on the 
continent continued to register above average growth rates, 
and for some there are signs of the beginning of a process 
of structural transformation. High demand for Africa’s  natural 
resources from the emerging economies has been a key 
growth engine in the past decade. However, to push growth 
to another level and to ensure a sustainable development 
process will require that Africa does more to extract value 
from its products, including involvement in their value chains. 
The following two chapters discuss the issue of global value 
chains (GVCs), which has received much attention in recent 
years, and how Africa could benefit. They also look at the 
role that the Bank could play in promoting GVCs, including 
advising countries on the appropriate entry strategies and 
how to avoid some of the negative consequences.
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Chapter 2
Global Value Chains and Africa’s Integration 

into the Global Economy



2.1  Global Value Chains: What They Are 
and How Africa Can Benefit 

As a concept “global value chains” derives from the observation 
that all production entails a number of steps and actors, with 
each instance delivering on the basis of its own resource 
endowment, and existing logistical capacity, or geography, and 
the speed at which it can get to market, at the country level. 
Therefore, elements of the final product can be produced in 
many parts of the world and assembled into the final product 
in other parts, according to demand conditions, cost of 
production and ease of market access. For Africa, and indeed 
for the Bank Group, the key question is how to exploit  current 
and emerging global value chains, while avoiding pitfalls. 

Africa has posted annual growth rates of about 6 percent 
during much of the past decade. Of the 10 fastest growing 
economies in the world during this period, 6 were from 
Africa. As noted in Chapter 1, the natural resource boom and 
associated activities have been key factors, with demand 
from the emerging economies spurring South-South trade 
and investment, and creating potential for links to global value 

chains. With a large and expanding group of middle income 
consumers and increasingly interlocking regional economies, 
Africa could well become a global growth pole in its own right 
within a generation. But alongside Africa’s promising prospects 
are concerns over rising inequality and limited economic 
inclusion for the poorer majority. The pursuit of GVCs can be 
an important additional instrument in Africa’s broader search 
for structural transformation and sustainable development. 

The emergence of GVCs in the world today is a direct response 
to technological innovations and competitive pressures arising 
from globalization. Many firms in the world have increased 
their cross-border collaboration, in many cases even directly 
integrating their production into that of other companies, to 
enjoy economies of agglomeration. GVCs are thus networks of 
borderless business systems that comprise a range of activities 
performed by firms in different geographical locations—regionally 
or globally. Each firm is assigned a specific role in the process, 
to bring products or services to market from conception to 
final use. Upstream activities, like mining, are typically only a 
small component of the chain, with considerably more value 
to be garnered ahead during further processing. The goal for 

In the pursuit of Africa’s industrialization and further integration into the global economy, the 
logic of global value chains (GVCs) dictates that being part of the chain of production and 
maximizing on the component over which countries and their firms enjoy comparative advantage 
can be of greater value than controlling the entire production process. However, joining existing 
GVCs will not in itself guarantee immediate benefits nor will global value chains be a panacea 
for existing weaknesses in economic management and strategic planning. Countries will need 
to examine the costs and benefits carefully to avoid being locked into low productivity value 
chains and therefore into low-level development trajectories. Success will require an  innovative 
and far-sighted approach on the part of policymakers, development partners and the private 
sector to take full advantage of Africa’s vast natural resources, its youthful population and its 
growing middle class to industrialize and diversify its economies. Above all, countries will need 
to learn how to best position themselves, including through collaboration with their neighbours, 
to draw maximum advantage from links to the rapidly changing global economy. This chapter 
discusses global value chains as an additional avenue for Africa’s development and the benefits 
of linking to the global economy. It also looks at the structural and policy challenges that must 
be addressed, including risks to self-determination, regional integration and the environment. 
The chapter also underscores the importance of adequate preparation, and of the support of 
govern ments for success.

Chapter 2 Global Value Chains and Africa’s Integration into the Global Economy

Annual Report 201314



countries is to participate more actively in these downstream 
activities that create more opportunities for value addition. Figure 
2.1 presents components of a typical value chain.

Global value chains have been exploited to considerable 
advantage by multinational companies (MNCs) and global 
conglomerates for a number of business and strategic goals. 
Companies like the US aircraft manufacturer Boeing have been 
able to outsource the bulk of their production to specialized 
companies across the world, including developing countries. 
The individual companies are in turn able to outsource to even 
smaller companies in their host countries. Ultimately, modern 
planes are produced not by one, but by many companies, 
each coming on board within a specific global value chain, 
including, for instance, power systems, computer systems, 
and steering and navigation systems. The ultimate producer 
of the product is an assembler of the final product from the 
pieces produced by other firms around the world—but its own 
involvement has important implications for product design, 
quality and branding, which in turn raises the prestige of the 
brand, and strengthens the whole of the value chain.

For a country to link profitably to a regional or global value 
chain, improved logistics and good information networks 
are required. Countries and regions that have invested in 

new transport, information and communication technologies 
are best placed to benefit from trade in goods and services, 
owing to lower costs of transport, and access to information. 
This has facilitated the spatial division of labour among global 
value chain participants, with certain production processes 
located in particular geographical locations according to their 
competitive advantage.

2.2  Development Impact of GVCs 
Global value chains have become a key feature of international 
trade. Major manufacturers source intermediate inputs from a 
variety of companies spread all over the world. Experiences 
have shown that linking up to GVCs has notable development 
impact, including in technological and skills development. But 
there are potential risks too, including being locked into low-
productivity chains and exposure to environmental and social 
distress in the absence of adequate regulatory measures 
and preparation. 

Although the practice of global value chains has been highlighted 
in recent years, the concept itself is not new, linked in previous 
decades to the activities of multinational corporations, which 
control global trade. The source of contention then was 
that much of the value in the chain was realized in the richer 

Figure 2.1
Components of a Value Chain  
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countries where the MNCs had their headquarters. The major 
difference today is that considerable emphasis is placed 
on value chain governance, which is having some impact, 
notably in the garment industry. Apart from the potential for 
increasing trade and development, experience from other 
developing areas indicates that participation in GVCs has 
helped countries to vastly expand capacities at all levels, 
including technology adaptation, skills enhancement, and 
marketing. This in turn creates a firmer basis for longer-term 
industrial upgrading. Indeed participation in GVCs is strongly 
correlated with growth performance, within regions where they 
have taken hold, notably in Asia, with growth gaps between 
participants and non-participants of up to 2 percent of GDP.

Despite offering exciting opportunities, participation in GVCs 
involves some risks, including being trapped in low level 
value chains that could delay graduation to more productive 
levels, disruption of regional integration initiatives and negative 
environmental and social impacts. African governments, like their 
counterparts in other developing regions, notably Asia, must 
undertake cost-benefit analyses and other measures to assess 
the benefits that could derive from their pursuit of GVCs as a 
development vehicle, with the factors listed below as a guide. 

•  The GVCs’ contribution to job creation and growth will be 
quite limited if the country is unable to capture a substantial 
share of the value-added created in the chain. Undue focus 
on upstream activities could lock the country into low produc-
tivity chains with limited potential for economic transformation.

•  In the absence of active public interest, assessment and 
follow-up, mere participation in the GVCs will not lead to 
technology dissemination, nor will it lead to the generation 
of enhanced technological skills. Therefore, GVCs should 
be seen as part of a broader policy effort for economic and 
industrial development. 

•  Environmental and social impacts of GVC activities—
including working conditions and job security, and health and 
occupational safety—should be concerns for the whole chain. 
But this is often not the case, with participants downstream 
able to extricate themselves from such responsibilities. 

•  GVCs have the potential to distort regional arrangements 
and associated value chains, choosing to locate where 
incentives, such as tax holidays, are most attractive. This 
poses the risk of regional races to the bottom, reducing the 
impact of job creation and distorting regional cooperation. 

To avoid pitfalls, participation in global value chains requires 
thoughtful preparation and planning by both firms and countries: 
from research and development to industrial policies and support 
for physical infrastructure. As isolated projects sponsored by 
individual firms or government departments, GVC projects have 
performed far below expectation in many African countries. 
The involvement of African firms in GVCs as defined above is 
relatively low, and even then, mostly on the lower rungs of the 
ladder in the extractive industries and agriculture. Therefore, 
the bulk of the value-added in the chains still accrues to firms 
in richer countries—examples include cocoa, coffee and 
tea within the agricultural sector, and copper and iron ore in 
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mining. Part of the problem has tended 
to be the lopsided tariff structures and 
the use of trade-distorting subsidies in 
global trade that would, for example, 
allow tariff-free entry for raw cocoa 
beans and impose prohibitive tariffs for 
semi-processed cocoa paste or copper 
bars and wire. Serious impediments 
to full participation in the past include 
weak implementation, and in instances, 
the absence of industrial policies and 
strategies for taking advantage of the 
available opportunities.

Today, a confluence of factors, including 
cost considerations, strategic location, 
and Africa’s emergence as a serious 
consumer of goods and services make it a 
place where GVCs could thrive. Africa has 
an indisputable comparative advantage 
in natural resources; they could provide a 
viable entry point into GVCs. Additionally, 
given its current level of development, 
Africa must attract labour-intensive industries, possibly from 
Asia, where rising production costs are forcing firms to search 
for cheaper locations for parts of their production. 

In pursuing GVCs, lessons from Asia point to the need for 
specialized skills involving technical training, and the pursuit 
of science and technology. Such skills are prerequisite for 
involvement in high-level global value chains associated with 
industries such as information technology, electronics and 
pharmaceuticals. Most importantly, however, countries must 
learn to trade competitively. Examples from across the world 
indicate that regional trade is the basis for strong global value 
chain development. Africa, which has the lowest level of intra-
regional trade, will start from a low base. But it is precisely for 
this reason that it could benefit greatly from a rolling-out of 
global value chains, especially for products targeted at the 
continent itself.

Specifically, Africa must raise its share in the global trade in 
services, including tourism. The continent accounts for only 
about 3 to 5 percent of global tourism, or about 60 million 
visitors per year. Although many global hotel chains are setting 
up in Africa, much more could be done to attract domestic 
and regional tourism and to improve linkages to the rest of the 
economy, especially the food sector. The experience of India 
and the Philippines shows that many African countries could 
enhance their capabilities and scale up their involvement in 
service value chains, which range from basic to sophisticated 
outsourcing services within IT, banking, administrative support, 
legal services, and health insurance services. For example 

between 2008 and 2009, India exported USD 26.6 billion 
in computer-based support services. Indeed the country is 
now one of the global leaders in the provision of business 
process outsourcing services, a market that was valued at 
USD 304 billion in 2013. Many African countries have shown 
interest in providing these types of services and are creating 
the required infrastructure.

Therefore, apart from exploiting their comparative advantages 
in the natural resources sector, notably agriculture and mining, 
African countries should strive for niche areas that will place 
them higher up in the GVC and enable them to reap gains from 
trade. As noted above, this will only be successful if GVCs are 
seen as part of a broader strategy for enabling countries to 
benefit fully from the new opportunities in the global economy. 
GVCs have to be accompanied by skills and infrastructure 
development and good economic management. 

2.3 Financing and Governance
Access to finance for companies is a key constraint to 
the expansion of GVCs in many African countries. Many 
indigenous firms have historically been relegated to the 
informal sector. However, financial sector reforms have 
been useful in providing new financing modalities, although 
a substantial financing gap remains. On the other hand, the 
governance of GVCs remains a key challenge, especially owing 
to lack of regulatory frameworks on labour standards and 
the environment, and the ability of MNCs to bring pressure 
to bear and to cut deals at the local level. The adoption 
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of a number of international best practices could help in 
addressing these and related issues. 

Global Value Chain Financing 
Cost competitiveness, including in financing, is a crucial 
factor for successful participation in global value chains. Many 
large corporations, retailers and traders at the top of global 
value chains have succeeded in building strong networks 
for financing their operations over the years. However, in the 
high-risk environment in which many African countries operate, 
there are very few financing outlets for firms. Resources in 
government-sponsored agencies, notably development banks, 
are rationed to a great extent, while the situation at commercial 
banks and similar institutions is equally stringent. Many local 
firms, especially small and medium-sized enterprises (SMEs), 
are relegated to the informal sector, where borrowing costs 
are much higher. 

Governments in many African countries have embarked on a 
number of reforms within their financial sectors with the goal 
of cutting the cost of doing business. A recent innovation has 
been the creation of central registries for borrowers in the 
belief that this would ultimately lower the risk of lending and 
hence the cost of borrowing. The impact, however, has so far 
been limited, and rates continue to be very high. Within the 
natural resources sector, governments and the private sector 
are developing a number of modalities. In many cases and 
as part of the Public Private Partnership (PPP) contract, the 
governments encourage the main contractors, often foreign 
firms, to take on smaller local firms as suppliers or sub- 
contractors. They believe that this type of indirect financing will 
not only encourage learning-by-doing, but will also enable the 
local firms to raise their local profile and enhance their access 
to financing at reasonable cost. In other sectors, such as cut 
flowers, which are exported directly, governments in many 
African countries provided soft loans to farmers in the earlier 
stages, to help them learn the trade. This has not prevented 
the bulk of the flower-exporting firms from collapse—as lack 
of finance was clearly not the only constraint. Those that have 
remained viable, following consolidation, have been able to 
sustain the sector’s expansion and have become quite profitable. 

Still, a general absence of long-term credit and venture capital 
financing in many African countries implies that access to 
value chain financing will vary from country to country and 
from situation to situation, depending on local circumstances. 
Current examples include small loans for inputs from government 
or donor agencies for the crafts industry, to complex loan 
products and related marketing services from collaborating 
foreign companies in mining. 

Whatever their size, value chain financing structures are 
crucial to the survival of the chain and its local impact. It can 

help reduce costs, improve risk management and build trust 
along the whole chain. Since GVCs cannot develop in isolation 
from the rest of the economy, chain financing is also critical 
for the development of the financial sector more generally, as 
it adds depth and sophistication to financial products and 
advisory services. 

Global Value Chain Governance
Global value chains have expanded in the last decade, with 
unprecedented levels of geographical dispersal and transnational 
coordination in the organization of corporate activities. Equally, 
so have concerns over value chain governance. Value chains 
previously organized and regulated in domestic settings have 
become integrated into global management systems through 
complex inter- and intra-firm network arrangements. The 
governance of these chains, notably in the area of natural 
resource exploitation, including production location decisions, 
contractual and technical arrangements, and value distribution, 
now extend beyond the control of governments, and sub-national 
institutions. Real control tends to increasingly gravitate towards 
transnational management spheres, with opaque account ability 
to governments in the host country of the chain in question. 

Therefore, there is an underlying fear that unbridled profit making 
and shareholder value considerations could circumscribe 
existing social and environmental regulations, which are 
often weak and poorly enforced at the national level—leading 
to exploitation and environmental degradation especially in 
parts of the global industries based in Low-Income Countries 
(LICs). Stakeholder groups have accused MNCs of neglecting 
international labour conventions at the local level. They have 
also been blamed for the displacement of rural families from 
land with little or no compensation, and in the horticultural 
industry, of exhausting and polluting water resources with 
pesticides and other dangerous chemicals. 

African governments can respond to these challenges by 
making efforts to reach formal agreements over global  value 
chains, for example with key transnational companies to set 
a precedent, subject to open scrutiny by domestic and  other 
stakeholders. 

At the international level, a number of institutions and instruments 
could help countries establish domestic compliance agencies 
with respect to supporting responsible business conduct 
in GVCs. They include the ILO Tripartite Declaration, the 
United Nations Global Compact, and the OECD Guidelines 
for Multinational Enterprises. The International Conference on 
the Great Lakes Region-OECD-UN Forum on Due Diligence 
offers a good example of how to coordinate the actions of 
business, civil society, home and host-state governments, 
as well as donor agencies, to ensure adherence to good 
business practices in mineral supply chains. 

Chapter 2 Global Value Chains and Africa’s Integration into the Global Economy

Annual Report 201318



2.4  Pathway to Job Creation 
and Industrialization?

Examples from across Africa indicate that GVCs can indeed 
create jobs, and provide profitable local niches. However, 
whether they can, on their own, tip African countries towards 
industrialization and economic diversification, is not clear. This 
is because industrialization emerges from the confluence 
of policies and other actions by stakeholders—including 
appropriate infrastructure development as well as availability 
of skilled labour. Actions by a few successful firms might not 
be enough to generate momentum, hence the need for a 
joint, big push from the government and the private sector.

The attraction of global value chains to Africa’s policy makers 
lies partly in their variety and in the range of economic issues 
that they could help resolve. Firms participating in these chains 
could range from micro-enterprises employing a limited number 
of employees to multinational corporations with thousands 
of employees. The environments in which they undertake 
their activities, even within a single country, are equally wide 
ranging. A global value chain, such as in the beer industry, 
might involve a direct link between rural producers and urban 
processing at the domestic level in a developing country and 
via global transport links and marketing, to supermarkets 
and consumers in developed countries. There is inevitably 
a feedback loop in terms of investment and inputs from the 
developed country to the industry of the developing one. 
Important dynamics lie within such chains and they could be 
harnessed for development. 

Africa’s main interest in GVCs ultimately lies in their potential 
for industrialization and job creation, especially for its youthful 
population. The natural point of reference is Asia, which 
undertook policies specifically targeted at industrialization—
among them, special economic zones (SEZs) that helped 
plug those economies into global value chains. The SEZs, 
popularized by China, were areas within countries set up 
under special regulations and economic incentives designated 
for promoting industrialization. SEZs were often established 
along the coast to maximize export opportunities, but there 
are also a number of cases of inland SEZs, including in a 
number of African countries. Most often, the goal is to organize 
production around processing and manufacturing activities, 
especially for the export market. Another important goal is 
job creation. With China and other Asian countries moving 
to higher-value industrial and service production, Africa could 
potentially benefit from the inevitable shift of some of the 
manufacturing capacity from China to countries with lower 
costs of production and access to markets. Parts of Africa 
seem to satisfy both criteria. Examples include Chinese 
investment in Egypt’s electronics industry for the production 
of TVs, and a Hong Kong-based company investing in the 

production of plastics, steel, ceramic tiles, and leather in 
Nigeria. Similar examples are found across Africa. 

Economic Diversification and Job Creation
Africa’s recent growth, powered by natural resources, has not 
led to significant job creation. The generation of an adequate 
number of jobs will require structural transformation. This 
would involve targeted actions at national and regional levels 
to establish production and trade links, and synergies between 
different actors along the entire economy through the provision 
of incentives for bolstering private sector investments and 
competitiveness. 

With regard to leveraging GVCs to create jobs, add value 
and upgrade skills, Africa has had some notable examples. 
They demonstrate the importance of comparative advantage 
as determined by logistics, geography, and market proximity, 
but also the importance of active government support and 
advocacy. Two examples provided here include the production 
of flowers in Kenya (Box 2.1) and the auto-parts industry in 
Morocco (Box 2.2). Box 2.3 describes GVC opportunities in 
the mining, oil and gas sectors in Africa.

Box 2.1
Kenya Flower Industry 

Kenya’s flower industry is one of the largest in the world and is a key 
foreign exchange earner. The country is now a lead exporter of cut rose 
flowers to the European Union with a market share of about 38 percent. 
Approximately 65 percent of its exported flowers are sold through Dutch 
auctions to the United Kingdom, Japan, USA, Russia, France and Germany. 
In 2013, exports from the cut flower sector are expected to reach some 
USD 1 billion, compared to USD 692 million in 2011.

Kenya’s cut-flower industry has performed well in terms of employment, 
attracting investment, and adoption of efficient production methods. The 
bulk of cut flower processing is done in Kenya and the industry now 
employs close to half a million people. Notably, smallholder farmers in the 
flower industry tend to profit more than those in the tea and coffee sectors.

The country has invested heavily in greenhouses, machinery, irrigation 
systems, and in cold storage facilities. This vertically-integrated value chain 
has allowed quick adjustment to market conditions and the rapid response 
to changing consumer preferences and international competition. The cut-
flower business associations in the country have not only become strong 
industry lobbyists, but also act as important agencies of self- regulation, 
introducing codes of practice benchmarked to international best practices. 
The associations work closely with government in promoting an enabling 
environment for the development of the sector.

Chapter 2Global Value Chains and Africa’s Integration into the Global Economy

Annual Report 2013 19



Though attractive as a concept, Special Economic Zones 
(SEZs) have had a difficult history in Africa, mostly because 
in the past they were seen in many countries as bureaucratic 
initiatives, and not businesses ventures that would return a 
profit or pay their way. Coupled with controls in the rest of 
the economy, SEZs failed to deliver. However, in the much 
changed policy environment of today, with a firm belief in the 
value of competition and real business incentives in much of 
Africa, SEZs could have a new lease of life. They have recently 
gained attention in terms of economic diversification and job 
creation. China is playing a large role in the development of 
African SEZs, and the United States and the European Union 
are also lending support. 

Preliminary evidence from the new round of SEZs in Africa 
indicates that they are creating new jobs, with workers in these 
zones paid better than workers employed elsewhere. Ethiopia 
is a good example—it has prioritized light manufacturing 
growth, including the leather industry, as part of its economic 
transformation program. For example, a SEZ run by a Chinese 
firm outside the capital, Addis Ababa, is producing designer 
shoes for the US and EU markets. Up to 25,000 jobs have 
been created by linking production directly to global value 
chains. In Ghana, the Tema Free Zone, a 480-hectare industrial 

park outside the capital, Accra, has created 30,000 jobs. 
Smaller companies use the zone as a platform to link to global 
production networks. 

Global Value Chains and Industrial Development
Industrialization is a challenge and an opportunity for Africa. 
Many countries are looking closely at the opportunities offered 
by GVCs. At the lower end of the spectrum, African countries 
are well integrated through their  supply of basic inputs and 
raw materials. More than 70 percent of Africa’s exports are 
intermediate inputs from the extractive industries, for global 
production of such items as copper wire, steel and petroleum. 
Africa’s ambition is to surpass this stage, and ensure more 
value addition to their production processes via fully-fledged 
industrialization. Today, for example, Africa only adds value 
to 14 percent of its exports compared with 27 percent for 
emerging Asia and 31 percent for developed economies. 

Box 2.3
GVC Opportunities in Mining, Oil and Gas in Africa 

The mining, oil and gas industries are among the most promising areas for 
GVC development in the medium term. A cross-sectional review of African 
countries reveals efforts to ensure that more value-added accrues to the 
host countries. In Zambia, the government has taken a close look at royalties 
and taxes within its mining sector—mainly copper—to ensure that the 
sector makes a healthy contribution to the domestic economy, in terms of 
revenue and also employment. Botswana closed the diamond value chain 
by bringing the diamond cutting and sales division to the country. Large 
gas discoveries have prompted the Government of Mozambique to look at 
ways of retaining some of the benefits within country, and such initiatives 
are apparent in the oil value chain in Equatorial Guinea and Gabon.

In East Africa, the discovery of oil and gas has led to a number of activities 
aimed at greater economic integration and capturing as much value from 
these activities as possible. Kenya has embarked on a new standard gauge 
railway line from Mombasa, which will be extended subsequently to Uganda 
and Rwanda. It has also broken ground on the construction of a new port 
at Lamu that will service the northern parts of the country, South Sudan 
and Ethiopian outlets to the sea. Uganda has delayed the exploitation of 
crude oil from its new discoveries to the west of the country to build a 
refinery to retain more of the value of the oil in the country. 

Nigeria is looking to retain value within the country. Here, the most 
notable examples have been Nigerian banks, but new ventures have 
been launched in cement, oil and gas, including with the participation 
of foreign investors. 

The ability to generate value in the oil and gas sectors by domestic and 
international players has helped countries such as Libya, Egypt and Côte 
d’Ivoire preserve investor interest in their economies during turbulent periods.

Box 2.2
Morocco’s Auto-Parts Industry 

Morocco has identified the auto-parts industry as one of its most promising 
job-creating sectors. It created the Tangier Automotive City and the Atlantic 
Free Zone dedicated to the automotive industry, and introduced tax and 
other incentives to attract investors. It has become, within a relatively 
short time, Africa’s most important auto producer after South Africa. The 
country has also in the process become one of Africa’s most diversified 
economies, with skilled labour and good infrastructure. It is well positioned 
to benefit greatly from the exploitation of this value chain. It has set itself 
the goal of becoming a major and cost effective supplier of automotive 
industry products to Europe. 

By 2012, it was producing automobiles and spare parts through the 
Société Marocaine de Constructions Automobiles, which has the capacity 
to manufacture 90,000 vehicles a year, the majority for export. On the 
other hand, Renault’s car factory in Tangiers has the capacity to produce 
400,000 vehicles a year.

Direct benefits to the wider economy have included the jobs generated 
by the delivery of spare parts and finished vehicles to Renault’s global 
network. Local suppliers provide 42 percent of parts in Moroccan-made 
Renault cars. The sector employs some 60,000 people and supports many 
more jobs indirectly, including within the transport and shipping industry.
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especially power, and ensuring an adequate pool of skilled 
and educated people. 

Competitive environment. The “new” industrial policy sees 
a crucial role for the government in promoting industrialization, 
but the creation of a competitive environment is still the 
most important factor in the process. African countries 
need to know (i) what works “locally” in efforts to improve 
the performance of existing industries, including issues of 
infrastructure provision, access to financing, and ways of 
establishing effective PPPs, (ii) what works “regionally and 
globally” including “strategic bets” on new regional industries, 
and (iii) how to create international coalitions to enable Africa 
to make a real breakthrough in global trade. That will make it 
possible for the continent to grow sectors where it enjoys a 
comparative advantage—notably agro-processing. 

Leveraging knowledge. The emergence of a knowledge-based 
economy is the real difference between past industrialization 
strategies and those of today. There is real time information 
on the many changes taking place in the global economy, 
making the process of adoption rapid, but also providing the 
opportunity for rapid learning-by-doing and helping countries 
to leapfrog to more sophisticated and productive niches. 
This will dismantle barriers to entry, promote local research 
and development, and encourage cross-fertilization of ideas 
across countries, and regions. 

Trade as gate opener. Unlocking Africa’s potential will 
depend to a large extent on the Continent’s ability to trade 
globally and regionally. Integration into global value chains 

While Africa is the world’s largest producer of cocoa beans, 
90 percent of the crop is exported in raw or semi-processed 
form. The grinding of cocoa is done abroad. Cocoa growers 
in West Africa receive approximately 5 percent of the price of 
the finished chocolate bar. The bulk of the value in the cocoa 
value chain accrues to firms outside producing countries.

Retaining more value from its natural resources within Africa is 
important for the continent’s future development and prosperity. 
The issue is how to position production on the continent in 
such a way as to create a profitable link with the much bigger 
and stronger chains in the global economy. 

In sum, how global value chains in Africa can serve as vehicles 
for economic transformation is an important issue—the further 
example of Lesotho is described in Box 2.4. Manufacturing 
and related investments within value chains can be critical 
sources of demand for other sectors of the economy such as 
transport, banking, insurance and communication services. 
They are highly important for Low-Income Countries. They can 
create a basis for the development of agro-processing, with 
considerable impact on job creation and reducing rural poverty. 

2.5  GVCs and Industrialization: 
Key Features for Public Policy 

Success in the pursuit of GVCs for industrialization and structural 
transformation will require well-defined actions by governments 
to create an enabling and competitive environment. GVCs 
will not happen in a vacuum and governments will play a key 
role in formulating regulations, providing infrastructure and 
ensuring that GVCs are well linked to the rest of the economy. 
Information and knowledge on GVCs and trade more generally 
will be crucial for planning and implementation.

The sections above have looked at a number of factors related 
to the GVCs and how they can impact development in Africa by 
unlocking its global potential, especially through the export of 
goods and services with higher value added. In this subsequent 
section, we discuss four implications for public policy. 

The role of the state. Experience shows that breaking into 
global markets does not simply happen by accident. It is 
the product of careful planning, execution, and monitoring, 
involving close collaboration between the government and 
the private sector. The case of Morocco in the auto-parts 
industry, detailed above, is a good example. It requires 
sequenced movement from national competences to regional 
and global ones. In all cases, a degree of experimentation 
will be required, and success is not always assured. But 
there are rewards to patience, flexibility and good execution. 
The role of the state will also be crucial in reducing the cost 
of doing business through physical infrastructure provision, 

Box 2.4
The Apparel Sector in Lesotho 

The apparel sector has assumed an important role in Lesotho’s economy. 
The country has benefited from the evolution of two distinct value chain 
investments. The first, run by South African and other foreign investors, 
is based on producing for export to the United States through the 
African Growth and Opportunity Act (AGOA) initiative and has developed 
sophisticated global sourcing and merchandising networks. The bulk of 
its exports comprise casual and work-related apparel. In contrast, the 
second is composed of firms that have left South Africa in search of lower 
production costs. The firms involved here generally target the home market, 
tend to respond quickly to shifts in demand there and supply products that 
have moderately higher fashion content than in the first set. For South 
African firms operating in Lesotho and exporting to the home market, the 
monetary arrangements within the region imply that there are no currency 
and related risks. The apparel sector now accounts for 18 percent of the 
GDP of Lesotho, and the bulk of its manufacturing and exports. It employs 
50 percent of the workforce. 
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will require the expansion of trade networks to benefit from 
scale economies. Simplifying trade and tariff policies between 
African countries is also important. 

2.6  Conclusion
This chapter has shown that GVCs have potential in Africa. 
However, their full potential will not be realized, while African 
countries are hampered by trade and investment difficulties, 
including those with their immediate neighbours. It is important to 
underline the importance of lowering trade barriers, investing in 
people, building high quality infrastructure to foster competition 
and enforcing contract compliance within the private sector, 
while still considering social risk management and environmental 
safeguards.

GVCs, however, are only one element in a much broader strategy 
for Africa’s transformation. They must, at a minimum, directly 
support Africa’s most important sectors, namely agriculture, 
mining, oil and gas, manufacturing, and the SME sector. Today, 
Africa is in a much better position to design initiatives that 
will foster participation in GVCs than in the past, particularly 
given the economic changes on the continent, including 
its rising importance as a global consumer. To have lasting 
impact however, GVCs must be able to help countries create 
jobs. This will be the best way to ensure that the benefits of 
growth are widely shared. The next chapter looks at how the 
Bank is supporting GVCs through its projects and programs 
and how it envisages their integration in its Ten-Year Strategy.
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Chapter 3
Enhancing Africa’s Global Potential: 

Bank’s Response



3.1  Policy Framework and Context
In 2013, the Bank launched its Ten-Year Strategy (TYS) with 
the two pillars of inclusive growth and t  he transition to green 
growth to guide its work. A number of sector-focused policies 
to accompany the TYS were also prepared to address issues 
such as private sector development, regional integration, 
agriculture and human development. Each of these areas is 
important in the promotion of global value chains as well as 
regional ones.

In terms of strategy and policy, Bank operations over the next 
decade—including support for GVCs—will be guided by the 
Bank’s Ten-Year Strategy covering the period 2013-2022. The 
main thrust of the strategy is Africa’s transformation, as the 
key means of improving social welfare and quality of growth 
and development. It emphasizes inclusive growth, and the 
transitioning to green growth. The TYS has five priority areas: 
infrastructure, regional integration, private sector development, 
governance and accountability, and skills and technology; 
it also focuses on three areas of special emphasis: Fragile 
States, gender, and agriculture and food security. Besides 
the TYS, the Bank has also introduced a number of sector 
strategies that provide further detail on the quality of the Bank’s 
interventions in the medium term to ensure a holistic approach. 
With regard to GVCs and industrialization, the most important 
of these strategies are those for Private Sector Development, 
Regional Integration, Human Capital Development and the 
Agricultural Sector (Box 3.1). The Bank is formulating a new 
Regional Integration Strategy for the period 2014 to 2023, which 
emphasizes the role of GVCs. Energy, for which a new strategy 
has been developed by the Bank, is also important. However, 

as mentioned in chapter 2, GVCs cannot be undertaken in 
isolation and strategies and policies linked to other areas such 
as transport and communications, governance and institutional 
development are also crucial for success.

The Bank and other financiers have helped some Regional 
Member Countries create the physical and policy structures 
needed to support GVC-related projects. For example, it 
has provided direct funding or advisory services during the 
construction of a number of special economic zones (SEZs) 
in Ethiopia, Ghana, Morocco, and Zambia. SEZs provide 
employment and incomes. 

3.2  Bank Group Operations and GVCs
Bank operations show that even when not designated as 
GVC-promoting initiatives, they have much in common with 
the idea of enabling countries to maximize the benefits of their 
comparative advantage and links to the global economy. A 
number of Bank projects and activities, with implications for 
GVCs, have been registered in agriculture, transport, ICT and 
other publicly-financed operations, as well as within the private 
sector. Still, a more formal approach to GVCs, backed up by 
a stock of knowledge work within the Bank, will be required 
to realize the ambition of enhancing Africa’s global potential. 

The Bank recognizes the importance and value of GVCs for the 
continued development of Africa in a globalizing world. Within 
the Bank, a number of activities with implications for GVCs 
have been registered in the areas of agriculture, transport, ICT 
and other public operations, as well as within its private sector 
operations. These are discussed in the sections that follow:

Global value chains are an important means for linking countries to global production and trade. 
For them to have a positive impact on Africa’s transformation agenda, including industrialization, 
adequate preparation by countries and their development partners, including the Bank Group 
will be required. The issues to consider are how best to maximize benefits, such as technolog-
ical upgrading and employment creation, from links to the global economy and how to enable 
even those at the lowest rungs of the chains to benefit, such as farmers and employees in  urban 
industry. This chapter looks at what the Bank is doing through its own policies, programs and 
operations, and its international partnerships and advocacy, to enable RMCs benefit from GVCs, 
while avoiding the pitfalls identified in chapter 2, notably the risk of being locked into low pro-
ductivity chains. It also examines the relevance of the Bank’s Ten-Year Strategy, and policies 
related to the promotion of GVCs.
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Agriculture and related areas. The Bank’s current agriculture 
portfolio demonstrates the success achieved through the 
use of the integrated value chain approach to strengthen 
its operations in Africa’s agriculture and food industry. The 
approach emphasizes strong linkages between agricultural 
production and market outlets, with a view to job creation, 
higher household incomes, and food security. It also promotes 
product diversification and provides a basis for industrialization. 
This has in turn strengthened linkages between farmers and 
agro-industries, enhanced supply-chain efficiencies and 
reduced post-harvest losses. Examples of Bank operations in 
agriculture include the Community Agriculture and Infrastructure 
Improvement Project in Uganda, which won the US Treasury 
Award in 2013 for the impact it had on the lives of farmers, 
through its value chain approach; and the Nigerian Agricultural 
Transformation Agenda Support Program. The latter supports 
the Nigerian Government’s ambition to create value chains in 
agriculture from farm-level production to finished manufactured 
products. These examples resonate with the Bank’s Ten-Year 
Strategy which views agriculture as a business rather than 
merely as a development project.

However, domestic value chains in agriculture have been 
slow in acquiring a global dimension. This is partly due to 
constraints on global food trade, for example those on bananas 
and manufactured food products, but also due to insufficient 
knowledge of the opportunities in the marketplace. In the 
coffee sector, for example, better marketing targeted at the 
final consumer in developed and emerging economies has 
expanded product outlets and increased the income of coffee 
farmers in a number of African countries. This more activist 
approach to creating value for African products at the global 
level will require more structured support in the medium term.

Private sector. The Bank’s private sector operations are a 
key conduit for support, directly or indirectly, to GVCs in Africa. 
Many recent operations in trade finance as well as co-financing 
operations with other institutions have been designed with this 
dimension in mind. One of the most important interventions 
here is the Bank’s support for funds for Africa’s small and 
medium-sized enterprises (SMEs), through direct lending or 
equity participation or lines of credit to more commercially-
oriented banks. Private sector financing of Africa’s modernizing 
agricultural sector is an important feature. For example, in 2012, 
the Bank established the Agvance Africa Fund of Funds to 
help scale up private sector financing to African agriculture—
focusing on the value chain approach to cover the whole of 
the production and marketing chain. Such assistance has 
the potential to link African value chains more directly to their 
global counterparts, bringing on board the efficiencies and 
knowledge needed for global competitiveness. Other recent 
examples of private sector operations related to agriculture, 
with high potential to enhance GVCs, include direct support 

Box 3.1
Global Value Chain Links in Bank Group Strategies 

Ten-Year Strategy, 2013-2022. The strategy touches on a number of 
aspects closely related to global value chains, including how private sector-
led development can accelerate value chain development, particularly in 
the extractive and agribusiness sectors. It emphasizes the importance of 
transforming primary products into manufactured products and underlines 
the importance of integrating value chains in agriculture to ensure food 
security and livelihoods. It also sees infrastructure development as a key 
component for enhancing value chain development. 

Private Sector Development Strategy, 2013-2017. This strategy 
emphasizes market access, particularly for small and medium-sized 
enterprises (SMEs) in agribusiness and support for regional value chain 
development to promote regional integration. It advocates raising capacities 
through better access to information and knowledge and developing local 
skills and technological capabilities to improve competitiveness. The 
strategy also lays a sound basis for Bank financing of large multinational 
infrastructure projects, through co-financing and public-private partnerships.

Agricultural Sector Strategy, 2010-2014. The focus of this strategy is 
to raise agricultural productivity and increase incomes and employment 
through the introduction of new technologies. It also seeks to boost SMEs 
in agribusiness. The strategy highlights the importance of developing, 
packaging and processing functions, improving storage and rural infrastructure 
facilities, and reducing post-harvest losses. It also suggests how best 
to link producers to local and regional markets through the value chain 
approach—from production to processing, packaging and storage, and 
transportation to market.

Regional Integration Strategy, 2009-2013. The strategy envisions the 
integration of macroeconomic policy and infrastructure policies, especially 
transport and power interconnections, to boost regional value chains and 
link Africa to global value chains. The strategy supports intra-regional 
trade and investment, and mechanisms to increase the share of African 
exports in world trade, thereby enhancing Africa’s presence in the global 
marketplace. Among the crucial factors to consider are sound national 
and sub-regional macroeconomic and trade policies—including realistic 
convergence criteria—and the attraction of foreign direct investment flows 
to accelerate technology transfer. The new Regional Integration Strategy, 
2014-2023, is under preparation.

Human Capital Development Strategy, 2012-2016. The experience of 
emerging economies has shown that a well-trained and skilled labour force 
enhances competitiveness. This points to the importance of developing 
human resources through better education and healthcare, if countries 
wish to move up the value chain and become efficient and innovation driven 
economies. This will require investment in education, nutrition and health, 
and in science and technology. The strategy also considers investments 
in social protection measures.
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to Nigeria’s fertilizer production (Indorama Fertilizer Plant) and 
agribusiness (Olam Group Africa Program). The Bank has also 
established a Trade Finance Program to address issues related 
to the shortage of trade finance in Africa revealed during the 
economic and financial crises (Box 3.2).

Africa50 and other financing instruments. In 2013, the Bank 
Group initiated the Africa50 fund, which will draw financing from 
African sources, for example, pension funds, supplemented by 
targeted investment from abroad to finance “game-changing” 
projects in infrastructure on the continent. Through this, Africa50 
will be inextricably linked to the development of GVCs. The 
Bank’s Microfinance Capacity Building Trust Fund is helping 
to promote financial inclusion, intra-regional trade, and the 
facilitation of migrant remittances—increasing the security 
of flows while drastically lowering transaction costs. The 
Bank’s Africa Trade Fund, established with support from the 
Canadian government, is an important facility for enhancing 
trade performance in RMCs.

Regional integration and trade. The promotion of global value 
chains is also important within the scope of regional integration. 
In 2009, the Bank introduced Regional Integration Strategy 
Papers (RISPs) as a framework for driving Bank activities in 
the area of economic integration. The Bank’s emphasis has 
been mainly on regional infrastructure, principally power and 
transport, with the goal of reducing the cost of doing business 
and linking landlocked countries to the sea. The Bank also 
hosts a number of Africa-wide initiatives targeting integration. 
Such initiatives include the implementation of the Program 
for Infrastructure Development in Africa (PIDA); the facility 
for project preparation for regional infrastructure projects 
(NEPAD-IPPF), and, in general, issues of trade facilitation 

and financial integration. Also notable is the Infrastructure 
Consortium for Africa (ICA), a knowledge and information-
sharing platform established by the G8 and endorsed by 
the G20 to facilitate access to information on infrastructure 
on the continent. 

Support to Regional Economic Communities (RECs). The 
Bank’s support for Regional Economic Communities has included 
capacity-building programs, notably the Tripartite Capacity Building 
Program for the Southern African Development Community 
(SADC), the Common Market for Eastern and Southern Africa 
(COMESA) and the East African Community (EAC). There is 
also direct support to trade-related institutions in countries 
emerging from political and economic fragility, such as Liberia. 
Support for financial integration has focused on payments 
systems; harmonization of capital markets and bond regulations; 
development of innovative financial products and vehicles, and 
supporting systems for macroeconomic convergence. 

3.3  Bank’s Knowledge Management, 
Capacity Building and Advocacy

As a development finance institution, the Bank undertakes 
research and capacity building, provides advisory services, and 
conducts policy dialogue with member countries. It partners 
with institutions in Africa and elsewhere to impart knowledge 
on best practices in development. It also collects statistics 
that are useful in conducting research on Africa’s trade and 
industrialization. During 2013, the Bank undertook a number 
of studies on global value chains and related issues.

Much of the knowledge work pursued in the Bank Group in 
2013 was closely related to the theme of this Annual Report—
the various ways of enhancing Africa’s global potential, including 
through GVCs. The Bank’s Evaluation Department (OPEV) 
has also undertaken a number of knowledge studies, based 
on the Bank’s project cycle. 

In particular, the African Development Report for 2013/14 
looks at regional integration, with a particular focus on 
GVCs. The African Economic Outlook 2014, undertaken 
in collaboration with the the Organisation for Economic 
Co-operation and Development (OECD) and the United Nations 
Development Program (UNDP), has a thematic focus on 
global value chains and their implications for Africa’s structural 
transformation and development. The themes also featured in 
the year’s African Competitiveness Report, and issues of 
the African Development Review. The Bank has completed 
a new Governance Strategic Framework and Action Plan, 
the vision of which is an Africa governed by transparent, 
accountable and responsive governments, including strong 
institutions capable of driving inclusive and sustainable growth. 
It also completed the Annual Development Effectiveness 

Box 3.2
AfDB Trade Finance Program 

In 2013, the Bank Group established the Trade Finance Program, worth 
USD 1 billion, to cover an initial period of four years. The program provides 
three products: risk participation, soft commodity financing and trade 
finance lines of credit. The bulk of the operations is targeted at Low-Income 
Countries, local African banks, small and medium enterprises in agriculture, 
agribusiness, light-manufacturing and intermediate and capital goods 
production. The goal of the program is to reduce the trade finance gap in 
Africa by “crowding in” global banks and strengthening African financial 
institutions that are critical to the promotion of trade. The program also 
seeks to promote regional integration and intra-African trade.

The Bank approved seven operations amounting to USD 592.6 million 
under this program in 2013. For details see http://www.afdb.org/en/
topics-and-sectors/initiatives-partnerships/trade-finance-program/ 
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Review, which stresses that Africa’s longer-term growth 
trajectory is closely tied to the sustainable management of 
its natural resources. The Bank held the African Economic 
Conference 2013 in Johannesburg in October, with the theme 
of regional economic integration.
 
The Bank undertook joint studies with other institutions on 
regional integration and trade; education and skills; and social 
protection, among others. In particular, it studied the paradox 
of why there is so little industrialization in Africa, in spite of 
similar conditions in Asia, when that region embarked on its 
own transformation process. Box 3.3 outlines results from 
the project “learning to compete” in Africa. 

In 2013, the Bank’s African Development Institute (EADI) 
pursued a number of initiatives for capacity building, many 
of them directly related to the theme of raising Africa’s global 
potential. It established the eInstitute, http://einstitute.afdb.org; 
and the EADI knowledge portal, http://institute.afdb.org, to 
contribute to this agenda. It worked with African think-tanks 
to debate Africa’s development, including a seminar at the 
African Economic Conference held in 2013, on the subject 
of regional integration. 

The growing importance of Islamic financing instruments 
such as Sukuk, and the increased interest among the RMCs 
in leveraging them, has prompted the Bank to develop the 
capacity of Bank staff and the RMCs in this domain through 
workshops, learning events and knowledge products. In this 
regard, the Bank has developed collaborative partnerships for 
capacity development with the Islamic Research and Training 
Institute of the Islamic Development Bank and the International 
Islamic Liquidity Management Corporation.

The Bank continues to be a leading supporter of statistical 
capacity building in the RMCs. Apart from direct support to 
sub-regional institutions and in-country statistical training 
centres to improve data dissemination systems, the Bank 
has also provided technical assistance to countries on 
macroeconomic data dissemination, including sharing the 
Open Data Platform, in partnership with the International 
Monetary Fund. The Bank also compiled data on intra-regional 
trade. In particular, it created a harmonized consumer price 
index, which is very important for assessing the level of 
regional economic integration and convergence. Recognizing 
the importance of infrastructure, the Bank hosts the Africa 
Infrastructure Knowledge Program, which supports the 
collection of infrastructure statistics and the monitoring of 
the fiscal implications of infrastructure in RMCs. 

The importance of knowledge management for the Bank’s 
operations and capacity building and policy dialogue necessitated 
the establishment of a Knowledge Management Strategy 

(KMS) to cover 2014-2018. The goal of the KMS is to leverage 
knowledge Bank-wide to enhance the development impact 
of lending operations, and raise the quality and effectiveness 
of its policy dialogue and advice to African countries. Above 
all, the KMS will emphasize knowledge generation as a key 
part of Bank operations, subject to the same measures of 
effectiveness and relevance as other Bank activities.

Closely linked to knowledge activities is the Information 
Disclosure Policy of the Bank, which was rolled out during 
2013. The policy reinforces the Bank’s policy of transparency 
in line with other multilateral development banks, and is in 
accordance with international best practice.
 

3.4 Looking Ahead
GVCs have become an important means of production and 
trade. The Bank’s support to the process is already evident in the 
emphasis of its strategies as well as its lending. African countries 
will need all the support they can get to link to GVCs in a profitable 
manner, especially in gauging points of entry and the viability 
of the chains in terms of development needs. Research and 
analytical work as well as the sharing of experiences will be vital.

This chapter has reviewed what the Bank Group is doing to 
boost Africa’s global potential, in particular, how its operations 

Box 3.3
“Learning to Compete”: Results From a Collaborative 
Research Project

The purpose of this collaborative research project between the Bank, 
the Brookings Institution and the UN’s World Institute for Development 
Economics Research was to examine why industrialization has been so 
slow to happen in Africa, when much of the rest of the world has suc-
cessfully industrialized, most recently Asia. 

The study responds to five queries: the role of exports in Africa’s industrial-
ization process, whether lack of skills constrains Africa’s ability to compete, 
whether Africa can compete without industrial clusters, how FDI can help 
build Africa’s industrial capacity, and the role of industrial policy. The study 
is based on nine country cases drawn from all of Africa’s sub-regions. 

The study notes that Africa has actually been “de-industrializing” in the 
past decade. Its exports are less diverse and less sophisticated than they 
were 30 years ago. It argues that Africa’s “employment problem” is an 
industrialization problem. It argues further that the economies of agglom-
erations for industrialization and ability to compete are important and 
must be encouraged. Above all, the study underlines the importance of 
governance. Reducing the level and incidence of bribery by public officials 
facilitates a more efficient allocation of capital and supports nimbler firms 
that can handle the challenges of GVCs and globalization.
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and policy advice are helping to link countries to global value 
chains. GVCs are complex and multifaceted mechanisms, 
with the right mix of policies and instruments varying from 
country to country, continent to continent, and from one 
market to the other. What might be good for the coffee value 
chain might be very different from what is good for bananas 
or flowers. The composition of actors, including governments, 
the private sector, and households, also varies with product 
type. There is therefore no “right policy”, or “interventions 
mix” when it comes to GVCs, thereby enabling a fair amount 
of domestic innovation and experimentation. However, two 
important factors are the supportive role of the public sector, 
especially in undertaking cost benefit analyses and regulatory 
frameworks, and the importance of taking into account the 
regional dimension—experience indicates that countries in a 
given region tend to move together when it comes to GVCs.

The Bank’s support to GVCs is already implicit in its operations, 
from its support for large infrastructure projects that lower 
the cost of doing business, to targeted support for key 
aspects of the agriculture value chain, and to its support for 
regional integration. But as GVCs become a strong factor in 
Africa’s participation in the global economy, the Bank Group’s 
interventions will have to be scaled up, and become explicit 
and better targeted. The review above suggest that while 
countries and regional communities are willing to engage 
in GVCs, much needs to be done at national and regional 
levels to enhance the planning as well as capacity building, 
required for success. For the Bank Group, making GVCs a 
reality will call for a “One Bank approach” that brings on board 
the full complement of its resources, from lending to capacity 
building and technical assistance, to help countries extract 
maximum benefits from the chains. The Bank’s support for 

“soft” infrastructure, including legal and regulatory systems, 
and good governance and accountability, especially in the 
management of natural resources, will be important. 

Knowledge generation and dissemination will also be important 
for the success of GVCs and for raising Africa’s global potential. 
Upstream analytical work with strong links to Bank operations 
as well as cutting-edge research on GVCs will be required. 
Such work will be disseminated widely through workshops 
at the national and regional levels to generate ideas and 
implementation strategies. 

Part II of the report, which follows, presents the Bank’s 
operational and corporate activities in 2013. It highlights 
the most innovative initiatives undertaken during the year in 
response to the changing needs of African countries, and 
how the Bank and its partners are helping to enhance Africa’s 
global potential. 
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