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The past decade of unparalleled growth has changed perceptions about Africa for the 
better. Seven of the world’s ten fastest growing economies are in Africa today, poverty 
has been falling since the start of the millennium, and a middle class is fueling growth 
in domestic consumer demand. With new investments and a growing economy, Africa 
clearly has an opportunity over the next decade to become a prosperous continent 
that creates more employment for all.

2.1 ECONOMIC PERFORMANCE AND OUTLOOK
Since the start of the new millennium, Africa’s economic 
pulse has quickened: real gross domestic product (GDP) has 
been rising by 5 percent a year and real income per capita 
has increased by 2.1 percent a year. African growth has 
outperformed both Latin America and developed economies 
over the last 5 years, successfully weathering the global 
financial crisis of 2008/9. 

Africa’s economies continued to demonstrate resilience in 
2013, with average GDP growing by 3.9 percent. Although 
political and social upheavals impacted some North African 
economies, momentum in industrial production growth has 
strengthened in recent months, signaling an improvement 
in economic activity going forward. Sub-Saharan Africa 
continued to reap the benefits of the natural resource boom, 
supported by vigorous domestic demand, notably investment 
growth, and large export volumes. 

Average inflation in Africa, at 8.9 percent in 2012, was above 
that of comparable regions in the developing world, where 
inflation was about 6 percent, and the Eurozone, where it was 
only about 2 percent. In contrast to past decades, however, 
African inflation was mostly below 10 percent during 
the 2000s, a reflection of the strength of macroeconomic 
management in recent years. Since the latter part of 2012, 
inflation in Africa has edged down to 6.7 percent in 2013 and 
has largely been contained in most African countries. 

Prudent fiscal and monetary policies are still required. 
Continent-wide, fiscal deficits declined to 3.9 percent of GDP 
in 2013 (from 3 percent in 2011), with noticeable differences 
between net oil-importers (4.2 percent) and oil-exporters (3.7 
percent). Africa’s foreign direct investment (FDI) inflows (USD 
50 billion)—with much of the investment going to Africa’s 
oil and gas, mining, finance, wholesale and retail commerce, 
transportation, telecommunications, and manufacturing 
sectors—and remittances (USD 63 billion) remain high while 
net aid inflows are tepid. Government spending continues to 
rise at a moderate pace, as governments expand spending in 
an effort to reach the Millennium Development Goals. 

While many of Africa’s individual economies still face risks 
and vulnerabilities, including political instability, derailed or 

postponed fiscal reforms, and protracted industrial disputes, 
Africa’s collective GDP stands at USD 2.5 trillion today—and 
the continent is among the world’s fastest growing regions. 
Such progress has been mainly driven by improved economic 
governance which has created macroeconomic stability 
and a more predictable business environment for investors. 
Other important factors include population growth in an 
increasingly urban setting; an expanding middle class; strong 
commodity prices, particularly mineral resources; expansion 
in South-South trade (e.g. with China); lower risk to capital; 
stronger governance; and better conditions for private sector 
development. 

Furthermore, Africa’s future remains promising: despite 
headwinds from the global economy, GDP is projected to 
grow by 4.8 percent in 2014, outperforming many developed 
countries. This is, however, not without regional variation: 
in North Africa, outlook is shrouded by political instability 
and policy uncertainty while commodity-rich economies of 
West and Central Africa are projected to grow at between 
6 to 8 percent, 1 to 2 percentage points higher than East 
Africa and Southern Africa. Inflation is expected to remain in 
single digits, owing to anti-inflation policies and projected 
bountiful harvests in many parts of the continent. Given 
narrow tax rates, however, revenue generation will remain 
a challenge for many countries. A number of countries are 
already exploring innovative approaches to raising resources 
for investment, especially for large concession agreements in 
infrastructure. Nigeria, Ghana, Senegal, Kenya, Namibia, and 
Zambia have gone to global markets, and will be followed 
by many others. The main engines of growth are expected 
to be expansion in agricultural production, robust growth in 
services, and a rise in oil production and increased mining 
activity mainly in resource-rich countries. Conflict remains 
a concern but has declined—reducing the contagion for 
neighboring countries and boosting investor confidence 
in many regions. By further closing the infrastructure gap, 
increasing access to key public services such as education, 
health, and security, and addressing concerns of high poverty 
and widening income inequality, Africa can realize its vision 
of becoming the next emerging market and global growth 
pole.

2.2 PRIVATE SECTOR DEVELOPMENT
Since the 1990s, economic reforms in Africa have allowed 
the private sector to flourish and become an engine 
of economic diversification and growth. The roles of 
government and the private sector in economic activity and 
management have become clearer. Macroeconomic stability, 
trade and exchange rate liberalization, and new policies 
and incentives supportive of the private sector have helped 
build credibility and a conducive environment for private 
sector development. This has increased private sector (both 
domestic and foreign) confidence in the African economy 
and generated substantial levels of private investment. 
Recent growth in African economies is largely attributed 
to the private sector. Even though foreign aid increased, 
governments reformed, and new natural resources were 
discovered, it is largely the response of the private sector 
that caused growth to accelerate in the 2000s.

As Africa’s economies expand, the private sector—currently 
generating 90 percent of Africa’s jobs, two-thirds of its 
investment, and 70 percent of its output—will become 
even more important, especially in industry. Considerable 
progress has been made in promoting a more business-
friendly environment. The costs of business start-up have 
fallen by more than two-thirds over the past seven years, 
and the time required for business start-up has been 
reduced by nearly half. New property registration programs, 
improvements to trading across borders, simplified tax 
process, improved solvency framework, and strengthened 
investor protections have contributed to the growth. 
Rwanda, Burkina Faso, Burundi, Egypt, Mali, Sierra Leone, 
Ghana, Guinea-Bissau, and Côte d’Ivoire are amongst the 

countries that have improved the most internationally. Their 
successes have been rewarded by increased levels of trade 
and investment. There are, however, still many obstacles in 
Africa’s investment and business climate. Access to finance 
remains a large concern of business leaders in Sub-Saharan 
Africa, while inefficient government bureaucracy represents 
the biggest concern in North Africa. Business leaders in both 
regions point out the lack of a sufficiently skilled workforce. 
Other factors include high rates of taxation, corruption, and 
inadequate supply of infrastructure. Reforming business 
regulations also proves to be difficult in fragile and conflict-
affected countries. 

For the private sector to play its full role as an engine of 
growth and poverty reduction, African countries will need 
to create an enabling environment in which micro, small, 
and medium size enterprises (MSMEs) and labor-intensive 
activities thrive alongside large firms in both traditional 
and new areas. This will require improving the legal and 
regulatory environment for doing business and strengthening 
the financial services sector by increasing access to finance, 
improving corporate governance, supporting human capital 
and skills development, and fostering entrepreneurship. 
Foreign investment and associated technology transfers 
will continue to be important for the development of private 
enterprises as well. Further impetus to private sector-led 
growth could be expected from substantial improvements 
in both ‘hard’ and ‘soft’ infrastructure and the expansion of 
markets through regional integration.

Assistance to the private sector goes beyond 
the provision of incentives, and government 
is looking at wider interventions to lower the 

cost of doing business. Improvements are 
being made to economic infrastructure such 
as ports, roads, and electricity generation to 

cater for the needs of business.

Over the last year, 32 African countries implemented 71 economic reforms making it easier 
to do business.
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Since 2005, 20 countries in Africa are among the top 50 most-improved world economies in business 
regulatory efficiency. Among these economies, Rwanda improved the most over the past 7 
years.

01 Rwanda ............................................................................................................................... 37.4 ................70.5 ............ 33.1........... 34
02 Georgia ...............................................................................................................................48.4 ................80.8 ............ 32.3........... 36
03 Belarus ................................................................................................................................41.1 ................ 67.1 ............ 26 .............. 29
04 Ukraine ...............................................................................................................................38.2 ................61.3 ............ 23.1........... 26
05 Macedonia, FYR ................................................................................................................54.3 ................74.2 ............ 19.9........... 31
06 Burkina Faso .....................................................................................................................30.6 ................50................ 19.4........... 20
07 Kyrgyz Republic ................................................................................................................44.9 ................63.7 ............ 18.8........... 14
08 Tajikistan ............................................................................................................................30.8 ................48.4 .............17.6........... 14
09 Burundi ...............................................................................................................................33.2 ................50.6 .............17.4........... 21
10 Egypt, Arab Rep.................................................................................................................... 38 ................55.1 .............17.1........... 23
11 Mali ......................................................................................................................................34.3 ................51.2 ............ 16.9........... 16
12 Sierra Leone ...................................................................................................................... 37.3 ................54.1 ............ 16.8........... 20
13 China ...................................................................................................................................... 45 ................60.9 ............ 15.9........... 18
14 Poland ................................................................................................................................. 57.6 ................73.4 ............ 15.8........... 22
15 Azerbaijan ............................................................................................................................. 49 ................64.6 ............ 15.6........... 18
16 Colombia ............................................................................................................................55.1 ................70.3 ............ 15.2............27
17 Ghana ..................................................................................................................................... 52 ................ 67................ 15 .............. 12
18 Guinea-Bissau ...................................................................................................................32.9 ................ 47.2 ............ 14.2.............. 7
19 Croatia ................................................................................................................................49.1 ................63.2 ............ 14 .............. 23
20 Côte d'Ivoire ......................................................................................................................36.5 ................50.2 ............ 13.7 ........... 14
21 Guatemala .........................................................................................................................51.1 ................64.7 ............ 13.6........... 18
22 Kazakhstan ........................................................................................................................48.4 ................61.8 ............ 13.5........... 20
23 Armenia ..............................................................................................................................56.2 ................69.7 ............ 13.5........... 23
24 Madagascar .......................................................................................................................41.9 ................54.2 ............ 12.3........... 19
25 Mauritius ............................................................................................................................61.4 ................73.5 ............ 12 .............. 23
26 Angola .................................................................................................................................32.5 ................44.5 ............ 12 .................9
27 Senegal ............................................................................................................................... 35.7 ................ 47.6 ............ 12 .............. 11
28 Morocco ................................................................................................................................. 52 ................63.9 ............ 11.8........... 18
29 Russian Federation .........................................................................................................49.9 ................61.6 ............ 11.6........... 22
30 Togo ..................................................................................................................................... 36.7 ................48.1 ............ 11.3..............9
31 Yemen, Rep. ........................................................................................................................43.9 ................55.1 ............ 11.2.............. 7
32 Saudi Arabia ......................................................................................................................60.1 ................71.3 ............ 11.1........... 19
33 Lao PDR .............................................................................................................................. 37.2 ................48.3 ............ 11.1........... 12
34 Czech Republic ................................................................................................................. 57.6 ................68.7 ............ 11.1........... 22
35 Moldova ..............................................................................................................................54.5 ................65.6 ............ 11.1........... 21
36 Timor-Leste ....................................................................................................................... 27.9 ................38.8 ............ 10.9..............6
37 India .................................................................................................................................... 40.7 ................51.3 ............ 10.6............17
38 Mozambique ......................................................................................................................... 45 ................55.5 ............ 10.5........... 12
39 Niger....................................................................................................................................31.8 ................42.3 ............ 10.5........... 11
40 Peru ........................................................................................................................................ 60 ................70.4 ............ 10.4........... 19
41 São Tomé and Príncipe ................................................................................................... 35.7 ................46................ 10.3..............5
42 Costa Rica .......................................................................................................................... 49.7 ................60................ 10.3........... 12
43 Malaysia .............................................................................................................................71.4 ................81.6 ............ 10.2............17
44 Uzbekistan .........................................................................................................................38.2 ................48.3 ............ 10 .............. 19
45 Slovenia ................................................................................................................................. 60 ................70................ 10 ...............17
46 Lesotho .................................................................................................................................. 46 ................56................ 10 .................9
47 Zambia ................................................................................................................................54.8 ................64.8 ............ 10 .............. 10
48 Mexico ................................................................................................................................61.9 ................71.8 ...............9.9........... 19
49 Cambodia ...........................................................................................................................40.3 ................50.1 ...............9.8..............8
50 Solomon Islands ..............................................................................................................51.3 ................61...................9.8..............5

Business regulatory efficiency improvement

Rank Country Change Total 
Reforms2005

Distance to frontier (percentage points)

2013

Source: World Bank
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The most problematic factors for doing business, sub-Saharan and North African averages
% of responses

The future of African economic growth—and the futures of millions of Africans and 
thousands of African communities—is closely tied to the private sector.

More than 400,000 
new companies were 
registered last year.

Access to financing, inefficient government bureaucracy, and corruption remain 
biggest concerns for the private sector.

Source: World Economic Forum
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2.3 POVERTY REDUCTION AND THE EMERGENCE OF THE 
MIDDLE CLASS
Economic growth is essential in Africa to alleviate poverty, build 
livelihoods, and improve quality of life. Over the past 20 years, 
despite the successive global food and financial crises, Africa 
has been growing at an unprecedented rate. The proportion of 
people living in poverty (below the threshold of USD 1.24 per 
day) has, in turn, fallen from over 50 percent in 1981 to less than 
45 percent in 2012. Data from household surveys also show 
some improvements in living standards. Though it will take 
decades of growth to make major inroads into Africa’s poverty, 
there is now a growing optimism about Africa’s potential.

At the same time, the dramatic change in the economic 
landscape has served as both a cause and a consequence of 
the emergence of a sizeable middle class. Defined as those 
earning between USD 2  to USD 20 per day, Africa’s middle 
class has grown to some 350 million people (34 percent of 
Africa’s population), up from 126 million in 1980 (27 percent 
of the population). This represents a growth rate of 3.1 
percent in the middle class population from 1980 to 2010, 
compared with a growth rate of 2.6 percent in the continent’s 
overall population over the same period. The middle class 

is projected to continue to grow and reach 1.1 billion (42 
percent of the population) by 2060. The more affluent 
lifestyle associated with the middle class has contributed to 
increased domestic consumption in many African countries. 
Sales of refrigerators, television sets, mobile phones, motors, 
and automobiles have surged in virtually every country in 
recent years. Consumer spending in Africa, primarily by the 
middle class, has reached an estimated USD 1.3 trillion in 
2010 (60 percent of Africa’s GDP) and is projected to double 
by 2030. As such, the middle class is helping to foster 
private sector growth in Africa as they offer a key source of 
effective demand for goods and services supplied by private 
sector entities. The middle class is also helping to improve 
accountability in public services through more vocal demands 
for better services. The middle class is better educated, better 
informed, and has greater awareness of human rights. It is 
the main source of the leadership and activism that create 
and operate many of the nongovernmental organizations 
that push for greater accountability and better governance 
in public affairs, a position that augurs well for creating a 
suitable environment for growth and development.

Since 2005, a net 8 million 
people have moved out of 
poverty.

The proportion of people 
living in poverty (below the 
threshold of $1.25 per day) 
has fallen from over 50% 
in 1981 to less than 45% 
in 2012 and is projected to 
decline to 41.2% in 2015.

Poverty rate, Africa, 1981-2015
% of population living below $1.25 a day in 2005 PPP

Countries with relatively high rates of poverty reduction were Burkina Faso, Ghana, Malawi, 
Mali, Mozambique, Rwanda, Senegal, and Uganda. However, Chad, Côte d’Ivoire, Egypt, and 
Zimbabwe recorded increases in poverty levels.
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Source: African Development Bank

2.4 INCLUSIVE GROWTH
While the overall outlook for Africa appears bright, challenges 
remain. Economic growth varies across the continent, and not 
all Africans are benefiting from the growth. Six of the ten most 
unequal countries in the world are in Africa, and there is not yet 
any evidence of progress in reducing income inequality. 

As it stands, income inequality, measured by the Gini index, 
ranges from 31 percent in Egypt to 66 percent in Seychelles, 
while Africa’s average Gini index is at 44 percent—only slightly 
better than in 1980. This shows a greater degree of inequality 
than all other regions of the world, except Latin America. 
Unemployment and underemployment in Africa are high 
overall but for the youth and women they are especially acute. 
Although the size of the middle class has increased markedly 
in the past decade, generating a consumer boom and higher 
domestic investment, many poor people struggle to make a 
living in urban and rural areas, with little or no access to social 
services. In some countries, urban dwellers are worse off than 
the cousins they left in the countryside. All these indicate that 
the growth experienced in Africa over the past decades—
important as it has been in the fight against poverty—is uneven 
and confined to specific population groups and geographical 
areas. Wide regional disparities are further aggravated by poor 
infrastructure, making it difficult for vulnerable communities to 
benefit from the growth in neighboring regions. The exclusion 
of women, youth, and other vulnerable groups from the 
mainstream development process comes with consequences. 
The Arab Spring and similar uprisings indicate that although 

deep economic disaffection could exist side by side with 
apparent affluence for a while, eventually serious social 
tensions break out. Socio-economic equality is therefore 
a public good that is crucial for the preservation of social 
peace and harmony, which are in turn important for growth 
and wealth generation. The challenge will be to address 
continuing inequality so that all Africans, including those 
living in isolated rural communities, deprived neighborhoods, 
and fragile states are able to benefit from economic growth. 

The time to unlock Africa’s great potential is now, and it is 
more important than ever for African governments to work 
steadfastly to achieve growth that is more inclusive, leading 
not just to equality of treatment and opportunity but to deep 
reductions in poverty and a correspondingly large increase 
in jobs. For Africa, the ingredients for sustainable, inclusive 
growth are well-known: boosting agricultural production, 
helping small businesses, better quality and relevant 
education, encouraging the private sector, improving the 
investment climate, and addressing gender and regional 
disparities. Promoting inclusive growth will also help 
ensure political stability as equal distribution of wealth, 
increased social and productive sectors, spending leading 
to the creation of decent work, and adequate fiscal policies 
will reduce the risks of political uprisings. Addressing these 
issues adequately will require structural transformation of 
the African economies.

1 Seychelles ..............................................................65.77
2 Comoros .................................................................64.3
3 Namibia ..................................................................63.9
4 South Africa ...........................................................63.14
5 Zambia ....................................................................57.49
6 Central African Republic ....................................56.3
7 Lesotho ...................................................................52.5
8 Swaziland ..............................................................51.49
9 Rwanda ...................................................................50.82
10 São Tomé and Príncipe .......................................50.82
11 Cabo Verde .............................................................50.52
12 Nigeria ....................................................................48.83
13 Kenya ......................................................................47.68
14 Congo, Rep. ............................................................47.32
15 Gambia, The...........................................................47.28
16 Mozambique ..........................................................45.66
17 South Sudan ..........................................................45.53
18 Congo, Dem. Rep. ..................................................44.43
19 Uganda ...................................................................44.3
20 Madagascar ...........................................................44.11
21 Malawi ....................................................................43.91
22 Ghana ......................................................................42.76
23 Angola.....................................................................42.66

24 Cote d'Ivoire ..........................................................41.5
25 Gabon ......................................................................41.45
26 Morocco ..................................................................40.88
27 Mauritania .............................................................40.46
28 Senegal ...................................................................40.3
29 Djibouti ...................................................................39.96
30 Burkina Faso .........................................................39.79
31 Chad ........................................................................39.78
32 Guinea .....................................................................39.35
33 Togo .........................................................................39.29
34 Cameroon ...............................................................38.91
35 Benin .......................................................................38.62
36 Liberia .....................................................................38.16
37 Tanzania .................................................................37.58
38 Tunisia ....................................................................36.06
39 Guinea-Bissau .......................................................35.52
40 Sierra Leone ..........................................................35.35
41 Sudan ......................................................................35.29
42 Niger .......................................................................34.55
43 Ethiopia ..................................................................33.6
44 Burundi ...................................................................33.27
45 Mali ..........................................................................33.02
46 Egypt, Arab Rep. ...................................................30.77

Country Gini index Country Gini index

Gini index, Africa

Source: World Bank
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2.5 STRUCTURAL TRANSFORMATION
African economies have sustained unprecedented rates 
of growth in the past decade, driven mainly by exports of 
natural resources and commodities, improved macroeconomic 
management, a growing middle class, and increased domestic 
demand fueled by consumption, and increased political 
stability. However, Africa’s growth has not been inclusive, 
as poverty rates and inequalities remain high. In order to 
significantly transform the economies of Africa from the current 
low-income level to middle-income status, it is paramount 
that value is added to Africa’s large reservoir of natural and 
agricultural resources through processing and manufacturing 
activities—implicit in the transition process from a resourced-
based economy towards an industry- or service-based economy.

In the past two decades, a few African countries, including 
Mauritius, South Africa, and Uganda, have succeeded 
in structurally transforming their economies. Other 
African countries experienced some degree of structural 
transformation following different paths and at different 
speeds. Some countries transformed through low-wage 
manufacturing while others transformed through services 
or the agricultural sector. Overall, however, Africa has 
experienced a delayed structural transformation. For 
instance, labor is not moving out of agriculture to other 
more productive industrial or services sectors fast enough 
and the share of agriculture in GDP is declining too fast. This 
was mainly explained by the lack of inclusive agricultural 
policies and the non-effective industrialization strategies of 
most African countries. It is, therefore, crucial for Africa to 
harness all available opportunities to attain a more dynamic 
growth process.

GLOBAL VALUE CHAINS

The importance of structural transformation for Africa is the 
promise that it holds for a more diversified, inclusive, and 
sustained pattern of economic growth. In particular, the 
promotion of value chains is gaining increasing recognition 
within the realm of private sector development and beyond 
as a strategy for helping countries get out of primary 
production and into processing and manufacturing activities. 

Actors in a value chain may range from micro enterprises to 
multinational corporations, and these actors—the different 
links in the value chain—can be embedded in quite different 
environments. A global value chain (GVC) might involve 
the link between rural producers and urban processing and 
marketing enterprises in a developing country at the domestic 
end and then linked on to firms in the developed countries. 
This coordination of production and trade relationships has 
been made possible with the openness of trade and direct 
foreign investment brought about by globalization and the 
global integration of production systems. GVCs also present 
an unprecedented opportunity for African economies to move 
beyond producing raw materials and build dynamic and 
competitive manufacturing sectors capable of processing 
the continent’s abundant minerals and agricultural products. 
It is also an opportunity to create sustainable jobs and 
stimulate inclusive growth as new markets for value-added 
products evolve both in the continent and externally in the 
industrialized and emerging economies.

Though value gains from Africa’s traditional exports tend to be 
skewed towards developed countries, resulting in Africa having 
a limited share of world income generated from GVCs, more and 
more countries are employing new strategies to enable better 
access to value chains. For instance, Côte d’Ivoire, the world’s 
largest producer and exporter of cocoa beans, is mobilizing 
foreign investment resources to expand local capacities for 
processing cocoa into chocolate. This move has attracted three 
multinational companies—Cargill, Archer Daniels Midland 
(ADM), and Olam—thus far, placing the country higher up the 
ladder of the global confectionery market estimated to be worth 
USD 84 billion. Lesotho, too, has witnessed an expansion in its 
economy in recent years, driven by the growth of its apparel 
sector. It has benefited from two distinct value chains emanating 
from differing investment incentives, production and distribution 
networks, and inter-firm linkages between Taiwanese and 
South African owned textile firms. By capturing gains from 
both regional and international value chains, the apparel 
sector now employs nearly 50 percent of Lesotho’s workforce 
and accounts for 18 percent of its GDP, 70 percent of the total 
manufacturing production, and 70 percent of total merchandise 

exports. Similarly, one of the largest shoe exporters in China—
Huajian—has set up a factory in Ethiopia as part of a plan to 
invest USD 2 billion over 10 years in developing manufacturing 
clusters focused on shoemaking for export. The company has 
the potential to create 100,000 jobs over the period and will 
integrate local input manufacturers to global supply chains. 

By promoting global value-led development strategies within 
the broader development framework, African countries can 
be placed higher up the value chain, reaping gains along 
the process. This would require carefully tailored measures 
aimed at attracting foreign direct investment, building local 
capacities, and fostering private sector development in 
manufacturing and primary input processing. 

SPECIAL ECONOMIC ZONES

Special economic zones (SEZs), as designated areas possessing 
special regulations and economic incentives for promoting 
industrialization, come in handy for organizing production 
built around processing and manufacturing activities. SEZs 
have also recently gained increasing attention in Africa. 
In the context of economic diversification, SEZs stimulate 
the agglomeration of new economic activities, particularly 
manufacturing and processing, in a designated location by 
providing infrastructure, as well as industrial-related services 
and facilities. They also represent a great opportunity for 
African industry to gain access to capital, skills and technology 
transfers, as well as backward and forward linkages. In the 
context of its development cooperation with Africa, foreign 
investors like China, the United States, and European Union 
countries have initiated and supported the operation of SEZs 
in various African countries, including Zambia, Mauritius, 
Nigeria, Ethiopia, Egypt, Tanzania, Algeria, and Botswana. 
African governments have responded by granting favorable 
conditions to foreign investors in the SEZs, which they 
believe will create jobs, boost export earnings, and generate 
technology spillovers that will benefit domestic enterprises 
and enhance competitiveness. 

FOSTERING TRANSFORMATION

Structural transformation requires innovation to overcome 
deficiencies in infrastructural development. Good 
knowledge of the industrial value chains and structures 
are prerequisite for an effective transformation of African 
economies. Investing continuously in education, training, 
improvement of skills, and technological innovation is 
imperative to prepare the ground for a successful industrial 
transformation. Innovation will help build the capacity to 
produce more sophisticated products with high added 
value. In addition, the transition towards an economy 
based on industry and services cannot meet its targets 

without the mobilization of substantial resources. Despite 
the fact that most African countries are well endowed with 
resources, these resources will not be sufficient for structural 
transformation. In this context, regional integration among 
African countries would be essential to mobilize the needed 
resources for the entire region. Regional integration will 
also accelerate structural transformation through economies 
of scale and by enhancing the competitiveness of African 
economies.

In recent years, African countries have demonstrated 
renewed commitment to structural transformation as part 
of a broader agenda to diversify their economies and to 
develop productive capacity for high and sustained economic 
growth,  employment opportunities, and substantial poverty 
reduction. This commitment is manifested at the sub-
regional and regional levels through programs unveiled, for 
example, by the New Partnership for Africa’s Development 
(NEPAD), Southern African Development Community (SADC), 
East African Community (EAC), and Economic Community 
Of West African States (ECOWAS) to achieve economic 
integration through industrialization. African leaders are 
showing determination to seize emerging opportunities 
to foster industrial development in support of sustainable 
economic transformation and as a vehicle for economic 
growth and poverty reduction. This is evidenced by a series 
of declarations and decisions made at major summits 
and ministerial meetings, such as the Action Plan for the 
Accelerated Industrial Development of Africa (AIDA) which 
was adopted by African Heads of States and Governments 
at the tenth African Union Summit in Addis Ababa in 
2008. At the global level, attention is also focused on the 
challenges of industrial development in Africa as evidenced 
by the adoption of relevant United Nations General Assembly 
resolutions, including one proclaiming an annual ‘Africa 
Industrialization Day’ (AID), and specific programs and 
activities of The United Nations Industrial Development 
Organization (UNIDO), Food and Agriculture Organization of 
the United Nations (FAO), International Labour Organization 
(ILO), and other specialized agencies of the United Nations.

A major policy challenge for Africa today 
is how to broaden access to economic 

opportunities for its expanding population, 
including the most vulnerable groups. Africa 
requires structural transformation to propel 

it towards inclusive growth.


