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2.1 Nature of the Challenge
The African Development Bank Group defines inclusive 
growth as economic growth that results in a wider access 
to sustainable livelihood opportunities for a broader number 
of people, regions, or countries, while protecting the 
vulnerable, all in an environment of fairness, equity, and 
political plurality.

Inclusive growth refers to the need for economic and social 
development to be able to embrace and benefit all segments 
of the population. Rapid growth is necessary for substantial 
poverty reduction, but for this growth to be sustainable in 
the long run, it should be broad-based across sectors, and 
inclusive in terms of its impact on the wider society. Therefore, 
inclusive growth refers to the pace and sources of growth, 
and is concerned with opportunities for the labor force in the 
low-, middle-, and high-income segments of the economy. 
This approach focuses on productive employment rather 
than on direct income distribution, as a means of increasing 
incomes for excluded groups. It also emphasizes ways of 
fast-tracking growth by moving those sectors of the labor 
force that are trapped in activities with low productivity into 
high productivity and dynamic sectors, and empowering those 
completely excluded from the growth process.

To measure and track progress towards inclusive growth, the 
Bank has, in recent analyses, noted the importance of considering 
several dimensions including economic opportunity, social, spatial, 
and political inclusion. Consistent with the definition adopted, 
the Bank has developed an Inclusive Growth Dashboard for 
Africa which covers the following components:

(i)  the pace of growth in per capita GDP; reductions in 
extreme poverty and inequality (economic inclusion);

(ii)  governance indicators (political inclusion);
(iii)  diversification and economic sophistication (economic 

opportunity);
(iv)  health indicator: index combining infant mortality, life 

expectancy, etc. (social and economic inclusion); 
(v)  education indicator: index combining secondary enrolment, 

tertiary enrolment, quality of the educational system, etc. 
(social and economic inclusion);

(vi)  women’s participation in the labor market: this indicator 
considers the proportion of women aged 15 years and 
older who are in the labor market (social inclusion);

(vii)  employment growth: this indicator measures the 
effectiveness of economic growth in generating jobs 
(economic inclusion);

(viii)  spatial inclusion: an indicator that captures connectivity, 
access to the nearest market, and public services. 

Africa has grown at an unprecedented pace in the past decade. However, the benefits of this 
economic resurgence have not been broadly shared. Instead, growth has been concentrated in 
particular sectors or geographical areas within countries, excluding large sections of people. To 
lift the majority of Africans out of poverty, growth must be more inclusive. This requires creating 
employment opportunities through a better business and investment climate that enables the 
private sector to thrive. More importantly, remote areas must be connected to growth poles 
through better infrastructure and deeper regional integration, both within countries and across 
national borders. Achieving inclusive growth will also be underpinned by effective transformation 
of Africa’s natural wealth into created wealth, including building human capital and skills. This 
calls for prudent, effective, and sustainable management of natural resources for the benefit of 
all Africans. Climate change is a threat to Africa’s sustainable future, and hence undermines 
prospects for inclusive growth. Addressing climate change will therefore ensure a smooth transition 
towards an environmentally sustainable growth path. This chapter presents an overview of drivers 
of Africa’s performance with respect to inclusive growth and analyses of some key dimensions 
of inclusive growth: political economy, rural-urban linkages, the role of the private sector, and 
regional integration.
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The evidence suggests that Africa’s progress towards inclusive 
growth between 2010 and 2014 has been mixed. Between 
2010 and 2014, the proportion of the poor in Africa declined 
from 40.1 percent to 39.7 percent. However, the number of 
poor people has swelled from 384 million in 2010 to 397 million 
in 2014, suggesting the fragility of recent growth in making 
a deep impact on poverty. Income and gender inequality 
remains high although the growth in Africa’s middle class 
has narrowed asset-based inequality. On the other hand, the 
mobile telecommunication revolution has transformed the 
African landscape, widening connectivity. However, progress 
in accessing basic services, notably in education, sanitation 
and health, has been modest while the proportion of people 
trapped in fragile situations has increased. The increase in 
the volume of intra-Africa trade provides scope for deeper 
regional integration but the cost of trading across borders 
remains a major hindrance.

2.2 Political Economy of Inclusive Growth
Rapid social, economic and environmental change is placing 
African societies under considerable strain. When national 
institutions are resilient enough to manage such stress, the 
impetus for resolute domestic action that supports development 
could result. However, where countries lack inclusive political 
systems and robust institutions to manage these pressures, 
the changes can lead to fragility and conflict. Consequently, 
capable, accountable, and responsive governance is a 
precondition for inclusive growth. 

Africa has, in recent years, generally made steady progress in 
building capable and responsive states. Indeed an increasing 
number of countries have seen peaceful transfers of power 
through the ballot box, with growing voter registration and 
turnout rates being evidence of a consolidation of democracy. 
Only a handful of countries do not have multi-party systems and/
or fail to hold regular elections. In fact, in 2011, 18 countries 
in Africa were considered electoral democracies, compared 
to only four in 1991. The shift towards more democracy can 
be a force that fosters inclusive growth. Similarly, the African 
media is now more vibrant while the civil society is increasingly 
engaging with governments on public policies, including 
those concerned with the use of public resources. There is 
growing evidence that more open and democratic countries 
tend to also have better governance and are more inclusive 
than less democratic ones. 

Devolution of decision-making and power from central 
government to local authorities offers an opportunity for more 
enhanced inclusion. This view is supported by evidence that 
decentralization benefits local populations and promotes 
socio-economic inclusion as central governments delegate 
authority to local authorities. Thus, strengthening sub-national 

governments and granting them control over resources 
from the center could significantly improve delivery of health, 
education, and basic social services.

A decade of conscientious reforms to improve public financial 
management is yielding dividends. Most countries in Africa 
now boast of relatively robust legal and policy frameworks for 
budgeting and public expenditure management. There has 
also been marked progress on institutional reforms across a 
large number of countries. For example, the new constitution 
of Kenya articulates core principles for devolution of resource 
use and sound public financial management. It also guarantees 
the autonomy of the Auditor General. Similarly, Ethiopia has 
brought greater clarity into revenue assignments across different 
tiers of government. Over the past decade, many countries 
have managed a sustained period of sound macroeconomic 
management, which has delivered lower budget deficits and 
stabilized exchange rates. On aggregate, there is sufficient 
room for further enhancement of policy reforms, focusing largely 
on those that improve service delivery, and better targeting 
of cash transfers and other social protection mechanisms.

The Bank’s Country Policy and Institutional Assessment (CPIA), 
which tracks performance outcomes across a range of policy 
dimensions, shows that a number of countries have made 
important strides. The average CPIA score has increased from 
3.7 in 2005 to 4.02 in 2010, out of a possible 6.0. On average, 
many countries have witnessed a gradual increase in revenue 
collection from traditional activities, thanks to the introduction of 
automated business processes for revenue capture. However, 
the quest for enhanced domestic resource mobilization is 
hampered by the challenges in taxing the natural resource 
sector. In particular, due to transfer pricing and munificent 
concessions, coupled with the effect of the global crisis which 
significantly reduced commodity prices, the revenue take from 
the natural resource sector has been lower than it could have 
been. As a result, there has been a slight decline in the share of 
tax and non-tax revenues to GDP from 28 percent in 2006 to 
23 percent in 2014. Accordingly, the Bank is building capacity 
in a number of countries to enhance their ability to monitor the 
flow of revenues from their natural resources.

Governance indicators also show Africa’s progress. According 
to the Mo Ibrahim Index of African Governance, which looks 
at the rule of law, security, and accountability, average scores 
have gradually risen from 47 in 2000 to 52 in 2014, out of 100, 
the maximum possible score. While the continent’s average 
score has improved, there is little evidence on effective and 
accountable governments. The index which tracks effectiveness 
and accountable government, shows a deterioration in this 
area, although women’s representation in national parliaments 
and leadership has improved. Ten African parliaments have 
achieved 30 percent women’s representation, compared to 18 
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percent women’s representation in the US Congress in 2012. 
This augurs well for gender inclusion, but more needs to be 
done, particularly in removing barriers to land and property 
ownership among women. 

Fragility remains another hindrance to inclusive growth. An 
estimated 280 million people, representing a quarter of the 
continent’s population live in states under fragile situations. 
Conflict-affected countries are unable to mobilize sustained 
investment and resources for nation building. As a result, a 
majority of them are excluded from Africa’s growth and also lag 
in the implementation of the Millennium Development Goals. 
Improving political participation and levelling the playing field 
is critical to addressing key drivers of conflict and overcoming 
political exclusion. 

The High Level Panel on Fragile States constituted by the Bank 
identified five drivers of fragility on the continent: poverty and 
exclusion, urbanization and the growing informal sector, the 
youth bulge, extractive industries, and climate disruption and 
resource conflicts. The Panel recommended that to address 
these sources of fragility, African governments need to build 
and strengthen alliances with their development partners in 
order for them to leverage different mandates and expertise.

2.3  Towards Productive 
Rural-Urban Linkages

Africa is currently experiencing the world’s fastest rate of 
urbanization, with more than 40 percent of its people living 
in urban environments. The figure is expected to exceed 50 
percent by 2030 when Africa will cease to be a predominantly 
rural continent. This rapid pace of urbanization is drawing a 
large number of rural migrants to the urban areas, leading to 
the question of how to maintain an economically inclusive and 
mutually beneficial relationship between urban and rural areas.

Africa’s lack of inclusive growth is as much about a sectoral 
as well as a spatial concentration of growth. The benefits of 
growth have been unevenly distributed across the continent 
and largely concentrated in and around urban centers. A large 
segment of the rural population remains trapped in poverty, 
and in general, Africa has a low population density and limited 
connectivity. These factors present obstacles to the spread 
of economic opportunities. African cities have expanded at 
an unprecedented pace and attracted rural migrants and 
businesses. Thus, although growth in the informal sector is 
transforming the continent’s cities into growth poles, many 
of the jobs created in the sector are low-paying, menial and 
vulnerable. Thus, while a large middle class has emerged, 
inequality has also deepened within cities and between urban 
and rural zones, with rural economies stagnating due to the 
lack of investment in agriculture.

Indeed, spatial inequality has worsened over time in Africa 
despite substantial progress in infrastructure development 
and rapid urbanization. Analysis based on a large household 
survey of 40 African countries showed that close to 37 percent 
of asset/wealth inequality is due to differences in regions 
of residence within a country, while 13 percent is due to 
household-specific characteristics such as age, education, 
and sex. Robust institutions reinforce the impact of these 
factors on reducing spatial inequality.

Box 2.1 illustrates regional disparities in Tunisia and discusses 
their underlying causes, with the aim of drawing policy lessons.

The rapid population growth in urban locations in Africa has 
stretched the capacity of existing infrastructure and facilities, 
resulting in a decline in the quality of services in these areas. 
In some cases, urban infrastructure and services have simply 
buckled under the intense pressure. While there is a growing 
consensus that urbanization cannot be reversed, it remains 
important to address the paucity of social and infrastructure 
services to meet the demands of expanding urban populations, 
without neglecting rural populations. In particular, governments 
must fast-track investments in basic infrastructure, social 
services, and affordable housing. 

One of the building blocks of inclusive growth is to strengthen 
connections within and between countries and regions through 
infrastructure. This enables producers to join with each other 
in more-productive value chains, such as enabling farmers to 
bring their produce to the market, and consumers to access 
markets and public services. It also facilitates more efficient 
use of natural resources. Therefore, improving infrastructure 
has the potential to boost overall economic growth while 
helping those areas lagging behind to catch up. 

The continent’s largest infrastructure investment needs are in 
electric power. Almost half of the USD 93 billion needed annually 
to improve Africa’s infrastructure is focused on boosting power 
supply. African countries, with over one billion people, generate 
only as much power as Germany, which has a population of 
only 80 million people. It is also estimated by the Bank that 
over 30 countries in Africa now face regular power outages, 
at an economic cost of 1-2 percent of GDP. To compensate 
for inadequate capacity, many countries are forced to turn to 
small-scale diesel-powered generation, which costs twice as 
much as coal or hydro-power. Tariffs for businesses in Africa 
are often three times higher than those in other parts of the 
developing world.

Another major deficit is found in the number of all-season 
roads, which play a key role in enabling communities to engage 
in economic activity and to access services. Roads reduce 
the time and cost involved in transporting goods and have 
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Box 2.1 Addressing Regional Disparities: The Tunisian Case  

In Tunisia, coastal regions have a comparative advantage given their access to the sea. Coastal regions have also received preferential access to 
government-financed investment and services, with Tunisian coastal regions consequently exhibiting better indicators of social welfare. For instance, poverty 
rates in the inland south are about double those in Tunis, on the coast, while unemployment rates are about 50 percent higher. These disparities were 
an important factor for the eruption of the 2010-2011 “revolution”, with differences in unemployment rates reflecting both the benefits of agglomeration 
and the provision of services. Tunisian cities that are further away from a port, an airport, or the major commercial centers (Tunis, Sousse, and Sfax) have 
higher rates of unemployment.

Human development indicators also differ significantly across regions, with those near the coast recording better health status indices than those in the 
interior. For example, life expectancy at birth was 77 years in Tunis and Sfax in 2009, compared to 70 in the inland towns of Kasserine and Tataouine, 
with these differences reflecting, among other things, unequal levels of health service delivery. In short, the poorer, more isolated regions have inadequate 
access to health services, compared to the richer, coastal regions. Boosting national income while narrowing inequalities will require the promotion of labor 
creating industrial activities in coastal regions and increasing the productive capacity of the less diversified, more isolated ones. Coastal regions should 
capitalize on their existing advantages, principally a skilled and diversified labor force and the benefit of a learning process driven by the pressure of foreign 
competition. The more disadvantaged regions in the interior have more limited possibilities for economic diversification. As with the coastal regions, policies 
should focus on existing advantages, in this case, either improving existing industries or promoting industries in which synergies with coastal regions can 
be achieved. An important example is the production of labor-intensive goods to serve coastal markets.
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a direct impact on the poor, especially in rural areas. Africa’s 
road density (length of road per sq. km), although improving, 
was only 7.9 km in 2014, which represent only 30 percent of 
Asia’s road density. Further, three-quarters of these roads were 
unpaved and often unusable in the rainy season. To increase 
investment in roads, most African countries have established 
autonomous road agencies and road funds, supported by fuel 
levies. By providing adequate infrastructure such as transport, 
communication, energy and other basic services, mobility 
problems between rural and urban areas can be eased and 
access to markets, employment and other income earning 
opportunities improved, thereby enhancing inclusive growth.

Access to clean water in Africa in 2014 reached, on average, 
67 percent of the population, up by 6 percent over the past 
decade. Access to improved sanitation increased more slowly 
from 37 percent to 40 percent. However, at the current rate 
of investment, most African countries are still half a century 
away from achieving universal access to clean water. The 
lack of coverage, particularly in rural areas, increases the 
burden of disease. It also negatively affects women and 
girls, who bear the primary responsibility of fetching water. A 
number of countries have, nonetheless, made outstanding 
progress. Mozambique, for example, has given priority to 
developing its water-related infrastructure, with major schemes 
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for harvesting rainwater in dry regions. 
Benin has, similarly, invested heavily in 
simple water systems for small towns 
and rural areas, achieving an increase 
in rural drinking water coverage from 57 
percent in 1990 to 76 percent in 2012, 
as noted in the WHO/UNICEF Joint 
Monitoring Programme Report. One of 
the policy challenges, however, is that 
public subsidies for residential water and 
sanitation services tend to be regressive, 
benefiting the more privileged segments 
of the population that have connections 
to public utilities, mainly in urban areas.

The spread of information and 
communication technology (ICT) is one 
of Africa’s biggest success stories, with 
huge potential for inclusive growth. In 
2000, there were fewer than 20 million 
fixed phone lines in Africa—a 2 percent 
penetration rate. Since then Africa has leap-frogged landline 
development and gone straight to mobile networks. By 2013, 
it had over 823 million mobile phone subscriptions—more 
than either the United States or the European Union. The 
Bank estimates that by 2020, the mobile phone industry in 
Africa will generate 8 percent of GDP, 6.6 million direct jobs 
and USD 42 billion in government revenues. 

The spread of ICT has opened up access, not only to “mobile 
money”, such as Kenya’s famous M-Pesa service, but also 
to a wide range of new solutions to development challenges, 
from tracking livestock to training teachers and managing 
pharmaceutical supply chains. Mobile phones have connected 
individuals, fostered the development of information and 
knowledge-networks, markets, and services, thereby bridging 
rural/urban gaps and also making economic information readily 
available to individuals and firms, at reduced cost. 

The above section has demonstrated that strengthening rural-
urban linkages is crucial for inclusive growth and sustained 
development. The urban bias inherent in infrastructure 
development and the rolling out of new technologies must 
be addressed. It will require the coordinated efforts of both 
the public and private sector as well as national and local 
governments. This will entail broadening opportunities in the 
productive sectors, including the range of actors involved 
in infrastructure development. Broader coalitions will often 
be required, including partnerships with community-based 
organizations, non-governmental organizations, and the private 
sector. In many cases, more efficient local level bureaucracies 
and empowered local communities will greatly contribute to 
effective service delivery and development activities.

2.4 Role of the Private Sector
Africa’s wealth lies primarily in its people—a young and growing 
population in search of opportunity. To realize this wealth, 
the private sector must be re-engaged to unleash people’s 
untapped potential. Inclusive enterprises integrate low-income 
people into their value chain, thus creating opportunities for 
this group in a targeted way. There has been considerable 
innovation and entrepreneurial drive in creating inclusive 
enterprise in Africa, yet several constraints in the business 
environment mean that these enterprises often struggle to 
upscale. Supportive environments with appropriate information, 
incentives, investment, and implementation support can 
stimulate development of more inclusive enterprises that 
have greater impact.

Although market conditions remain challenging in many 
places, the regulatory frameworks and availability of capital 
are improving, thus driving significant economic growth. 
Africa’s private sector has an important role to play in fostering 
inclusive growth. A recent study by the UNDP shows that 
inclusive enterprises integrate low-income individuals into 
value chains, thereby bringing previously excluded people 
into the marketplace. Rather than just being driven by a profit 
motive, inclusive enterprises also take their corporate social 
responsibility seriously. They protect the environment, make 
an effort to address social issues, such as hunger and poverty, 
and maintain high ethical standards.

An inclusive business environment is made up of a network of 
interconnected, interdependent players, whose actions help 
inclusive enterprises succeed, generate impact and grow. 
The Inclusive Business Environment Diamond outlines the four 
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primary functions required to support inclusive enterprises 
(Figure 2.1). First, information provides enterprises with the 
awareness, knowledge, technology, and know-how required 
to operate in low-income markets. Second, incentives are 
required to spur enterprise engagement with low-income 
communities, by reducing the cost of doing business and 
generating positive externalities. Third, investment provides 
the financial backing that enables enterprises to venture into 
challenging low-income markets. Finally, implementation 
support provides the logistics, transaction, marketing and 
communication as well as micro-business mechanisms that 
allow inclusive enterprises to function in different environments. 

There are several examples of inclusive enterprises in Africa 
that have proven that this model is profitable and beneficial for 
a wide range of stakeholders. According to the UNDP, most 
inclusive enterprises are found in the agribusiness, fishing, 
energy, financial services, and ICT sectors, mainly operating 
as micro-, small-, and medium-size enterprises (MSMEs). 
Kenya and South Africa are emerging as leaders in the area of 
inclusive enterprises. Kenya’s M-Pesa mobile money transfer 
service is one example. In Kenya alone, M-Pesa reaches 15 
million people, widening access to financial services. Similarly, 
Equity Bank of Kenya also provides financial services to 8 million 

customers in East Africa, while South African brewer SAB 
Miller sources raw materials from about 50,000 smallholders in 
Zambia, Zimbabwe, South Sudan, Uganda, Mozambique, and 
Tanzania. Several local businesses are also creating significant 
positive change in this regard. For example, Tiviski Dairy in 
Mauritania sources milk from more than 1,000 camel herders, 
while in Kenya, Ecotact, a social enterprise, provides toilets 
for over 50,000 slum dwellers, and in South Africa Eduloan 
provided study loans to over 600,000 tertiary-level students, 
with the aim of unlocking potential among its client base.

Inclusive enterprises, however, operate in a challenging 
environment, with low-income markets lacking many of 
the conditions that enable functioning markets. According 
to the Growing Inclusive Markets Initiative, reliable market 
information is often absent, the regulatory environment is 
usually inadequate, physical infrastructure is often dismal in 
many places, low-income people initially lack the knowledge 
and skills required to participate in value chain productivity, 
while access to financial services is frequently minimal. When 
enabling conditions are absent or insufficient, transaction costs 
rise, forcing enterprises to fill the gap themselves. Therefore, 
despite the enormous potential awaiting inclusive enterprises 
in Africa, the challenges remain enormous.

Source: AfDB, UNDP.

Figure 2.1 Inclusive Business Environment Diamond 
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Environment-building initiatives that coordinate different 
actors at several levels to ensure that individual activities 
build on and reinforce each other have been very successful 
in providing inclusive business environments. For example, 
the Competitive African Cotton Initiative brings agribusiness, 
textile companies, development partners, and smallholder 
cotton farmers together to create sustainable and inclusive 
cotton supply chains in Benin, Burkina Faso, Côte d’Ivoire, 
Malawi, Mozambique, and Zambia. Similarly, Kenya’s Financial 
Sector Deepening Initiative works with various government 
agencies, banks, microfinance institutions, and educational 
and research bodies to deepen access to financial services, 
especially for low-income groups. Lighting Africa provides a 
platform that enables lighting solution companies to have their 
products quality checked and certified, and works to improve 
the conditions for sale of these products in several countries 
(Kenya, Ghana, Ethiopia, Mali, Senegal, and Tanzania), and 
in the process improving access to lighting for low-income 
consumers.

Businesses and entrepreneurs can develop inclusive strategies 
by investing in new business approaches, conducting market 
research, testing the delivery of innovative services and products 
at affordable prices, building technical skills, implementing 
strategies for integrating low-income communities into value 
chains, and providing logistical and other services that support 
other enterprises. They can cooperate in the initial stages of 
a business venture by helping to conduct market research or 
develop innovative business models. They can also innovate 
by buying goods and services from informal businesses owned 
by people in low-income communities, and by increasing the 
local content of inputs and other supplies.

Governments can also play a key supporting role by providing 
incentives for inclusive enterprises and developing regulation 
that removes bottlenecks to business activity. Kenya, for 
example, attracted investment in building renewable energy 
capacities and increasing access to modern energy services 
by improving the regulatory environment and creating incentives, 
such as adjustments to feed-in tariffs. Investing in infrastructure, 
information technology, and education also creates additional 
incentives for inclusive businesses, enabling them to integrate 
low-income communities into broader value chains. Equally 
important, development partners and private foundations can 
encourage the creation of local support institutions that are 
lacking by documenting and analysing best practices, sharing 
insights, and facilitating public-private dialogues. They could also 
promote the inclusive-enterprise approach by providing assistance 
to governments to support development of enabling policies.

Civil society organizations can promote the development of 
inclusive enterprises by facilitating access for businesses 
to low-income communities, acting as watch-dogs for the 
interests of these communities, helping local entrepreneurs 
set up inclusive businesses, and by raising awareness and 
building capacity. Potential exists for research institutions to 
offer support by providing detailed analysis of context-specific 
information about what works for inclusive enterprises in 
Africa. They can also gather and disseminate information on 
inclusive-enterprise models, while advocating for inclusive 
business approaches. Further, they can educate and train 
current and future entrepreneurs, and develop better measures 
of how inclusive an enterprise is and what results have been 
achieved, and in this way providing the information needed 
for policy makers and equally impact investors.
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2.5  Regional Integration and 
Socio-Economic Inclusion

Globalization has seen the world economy become increasingly 
integrated. Spurred by free-market economic systems and 
advances in technology and cross-border economies, global 
value chains have become important parts of advanced 
economies, with this interconnectivity promoting an important 
part of their economic growth and development. Although 
African economies need to develop and sustain profitable 
links to the global economy, they must first foster integration 
at the regional level before they can become fully integrated 
into the global economy. Regional integration will thus, enable 
Africa to realize its full growth potential and become a fully 
inclusive continent.

Many African countries are still held back by their small market 
size, with domestic producers not able to become more 
efficient by achieving economies of scale. The continent’s 
policy makers have long recognized that regional economic 
integration is imperative for improving competitiveness, with 
cross-border trade creating a virtuous circle, by increasing 
competition in domestic markets, lowering the costs of goods 
and services, and enabling firms to join with each other in 
more-sophisticated regional value chains. However, while 
inter-African trade increased from USD 125 billion in 2010 
to USD 148 billion in 2014, it represents only 12 percent of 
the continent’s total exports compared to 25 percent for the 
Association of Southeast Asian Nations (ASEAN), 49 percent 
for the North America Free Trade Agreement (NAFTA), and 
65 percent for the European Union (EU). A challenge is that 
leading African exporters such as Angola, Algeria, Egypt, 
Libya, Morocco, Nigeria, and South Africa have stronger 
economic ties with the rest of the world than with their regional 
neighbors. This represents a lost economic opportunity for 
the continent.

In order to promote regional economic integration, African 
countries need to simplify cross-border trade, reduce non-
tariff barriers such as restrictive rules of origin, and streamline 
immigration processes. It is unfortunate that shipping a 
container across Africa’s national boundaries costs an average 
of USD 2,290 in administrative fees and charges, and entails 
delays of 37 days on the average, compared to 20 days 
in Southeast Asia. The landlocked countries are the worst 
affected, with a truck driver travelling on the Koutiala-Dakar 
corridor between Mali and Senegal having to pass through 
about 100 checkpoints and pay an average of USD 437. Thus, 
further improvements in the movement of goods and people 
can have a significant contribution to growth.

Regional integration should thus focus on creating larger 
and more attractive markets, linking landlocked countries to 

international markets and supporting intra-African trade to 
foster the continent’s development. It should also emphasize 
industrial development as well as “soft” infrastructure issues like 
trade facilitation, policy reforms and regional harmonization of 
policies and regulations. Despite some progress, commitments 
made at the regional level have not always been implemented 
by Regional Member States. 

Regional integration also requires the free movement of people 
from one country to another. Africa’s laws on free movement 
have been generally restrictive despite political commitments 
to bring down borders and barriers. Some African countries 
fail to provide even for strategic regional preferences in the 
issuance of visas. North Americans, followed by Europeans 
enjoy the most liberal entry into the continent by benefiting 
from visa-free travel, or being able to obtain a visa on arrival, 
in at least half of Africa’s countries.

Regional integration is a means to enhance inclusive growth 
by mobilizing skills and creating a seamless geographical and 
social space for economic interaction, as well as a gateway 
for opening up markets, especially for landlocked countries. 
Regions that are well connected by road transportation, ICT, 
power supply and water systems will therefore, experience 
enhanced inclusion. Furthermore, regions and cities that have 
natural resources for exports or natural advantages such as 
proximity to rivers, coasts, and transportation networks, are 
likely to benefit more from external trade, whereas those 
that lack these assets in remote areas will not. However, 
the benefits of regional integration or globalization are not 
always spread evenly, with globalization having the potential 
to induce regional disparities and inequality if some regions 
benefit more from external trade than others. This is because 
regions and their cities have unequal exposure to trade and 
dissimilar comparative advantage, and this has the potential 
of causing friction at national and regional levels.

As regional integration improves the competitiveness of African 
producers and brings millions more consumers within their 
reach, the continent will see a swelling of intra and inter-regional 
trade as a share of all trade. African countries also need to 
simplify cross-border trade, reduce non-tariff barriers, support 
regional infrastructure, and streamline immigration processes. 
These will go a long way in helping the continent overcome 
some of the barriers to inclusive growth.

2.6  Why Muted Progress Towards Inclusion?
By historical comparison, Africa’s recent economic growth 
is unprecedented. For the first time since the late 1980s, 
growth has been high and sustained over a longer spell, 
creating optimism for transformed lives. Although growth has 
accelerated at historically high rates, the benefits of this rapid 
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growth have not been equitably shared among the population 
with majority of Africa’s poor still trapped at the lower end 
of the pyramid. Thus, although poverty rates are declining 
in some countries, the basic needs of many Africans are not 
yet being satisfied.

For more than a decade, economic growth in Africa has been 
high, averaging above 5 percent. The continent hosts some 
of the fastest growing economies in the world. As a result, 
the size of the middle class has expanded. This increase 
has created dynamic changes in consumer patterns across 
a number of countries. Bank estimates show that consumer 
spending is expected to increase three-fold from USD 680 
billion in 2008 to USD 2.2 trillion in 2030. If growth is sustained 
at such high rates, and the middle class continues to expand, 
most African countries will have attained middle-income status 
by 2025. Besides the commodity boom, the acceleration in 
Africa’s growth has been underpinned by a quadrupling in 
foreign direct investment in the past decade. Foreign direct 
investment flows rose to USD 60.4 billion in 2014, from USD 
17.4 billion in 2004. Over the same period, remittances have 
seen their largest increase, reaching USD 67.1 billion from USD 
19.5 billion. The rise in consumer spending and opportunities 
for high investment returns is increasingly making Africa an 
attractive market for investors.

Whilst Africa’s growth has been phenomenal in historical 
terms, many parts of the continent and many segments of 
the population suffer from historically high poverty levels. 
Disturbingly, across the region, income inequality is widening. 
In the now common parlance, Africa’s growth has not been 
inclusive. Unemployment, especially among the youth and 
women, remains high, with poverty and inequality widespread. 
The average poverty rate in Africa stands at 39.7 percent, with 
over 400 million people still living on less than USD 1.25 per 
day (the world’s highest rate of extreme poverty). Relative to 
other regions of the world, the pace of poverty reduction in 
Africa has been significantly slow (Figure 2.2). Furthermore, 
although the size of the middle class has increased, many 
remain vulnerable to economic shocks and are at high risk of 
relapsing into poverty should the economic situation suddenly 
deteriorate.

Although Africa’s Gini coefficient (a standard measure of income 
inequality) has improved in recent years, it remains markedly 
high, at 42.6. Africa is thus the world’s second-most-unequal 
continent, after Latin America. Six of the 10-most-unequal 
countries are in Africa with evidence suggesting that the 
rich, who account for less than 5 percent of the population, 
hold about 20 percent of the continent’s total income. In 
contrast, the poor, who account for 60.8 percent of Africa’s 
population, hold only 36.5 percent of this income. Africa’s 
high rate of inequality is evident from Figure 2.3. Although 

inequality is falling, its rate of decline in Africa is slower than 
that of other region. 

The unemployment challenge in Africa is exacerbated by 
the “youth bulge”. The youth, aged between 15 and 25 and 
representing more than 60 percent of the continent’s total 
population, account for 45 percent of the total labor force. It 
is expected that by 2020, an additional 112 million workers, 
comprising mainly youth, will join the labor force.

Indeed, the problem of unemployment is intrinsically tied to 
the nature of African growth itself—that of dominance of the 
extractive sector, lack of economic diversification, and the 
relative absence of growth in manufacturing. For instance, 
reflecting a lack of diversification, the extractive sector accounts 
for more than half of Africa’s exports, reaching 90 percent in 
some countries. This is markedly less than the 10 percent in 
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Asia. This depicts a lack of diversification in Africa. However, 
Africa’s extractive sector is largely capital-intensive with fewer 
employment-creating opportunities. As can be seen from 
Figure 2.4, despite high real GDP growth on the continent, 
employment has not responded correspondingly.

A lack of growth in productive employment, despite high 
growth rates, is what has led to Africa’s growth being 
characterized as jobless growth. To make growth more 
inclusive, Africa needs to create more opportunities for quality 
and productive employment. This entails removing barriers 
to the full participation of individuals, groups, and regions in 
income-generating and welfare-enhancing activities. Access 
to economic opportunities must also not be defined by age, 
gender, religion, ethnicity, culture, or geographic location.

2.7 Conclusion
Africa is changing at a remarkable pace, becoming one of the 
world’s most economically dynamic continents and recording 
impressive economic growth rates over the past decade. With 
increasingly stable governments, more-conducive business 
environments and a rapidly growing middle class, the continent 
is attracting ever greater amounts of foreign investment, and 
gradually becoming the destination of choice for investors. 
However, serious economic, social, and political challenges 
remain, and may be escalating in some countries. To ensure 
that this economic resurgence is sustained over the long run, 
and is also widely shared, the continent needs to continue 
along the path of economic transformation that engenders 
inclusive growth. 

It is imperative that African countries tackle critical infrastructural 
bottlenecks by investing in major transport networks to 
open up their rural areas and link their economies with each 
other and with the global market, as well as in rural roads to 
support inclusive growth. Their investments in power, water, 
and telecommunications will help businesses to grow, and 
working closely with each other, they will be able to provide 
the hard and soft infrastructure that is required for regional 
economic integration and inclusive growth. 

It is imperative that African countries tackle critical infrastructural 
bottlenecks by investing in major transport networks to open 
up their rural areas, and ink their economies with each other 
and with the global markets.  Critical too, is the development 
of rural roads to support inclusive growth.  Government 
investments in power, water, telecommunications will help 
businesses to grow.  Working closely with each other will 
enable them to provide the hard and soft infrastructure that is 
required for regional economic integration and inclusive growth.
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Figure 2.4 Average Employment and GDP Growth in Africa 
(2000-2011)
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