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Foreword

The annual African Economic Outlook (AEO) monitors the continent’s state of affairs
using a collaborative approach. The AEO assesses the recent economic and social
situation in Africa, projects likely developments for the near future and explores a special
theme on the structure of African economies. The AEO 2017, the 16th edition, examines
entrepreneurship and industrialisation in Africa. The report results from a unique
partnership between three international organisations: the African Development Bank,
the OECD Development Centre and the United Nations Development Programme.

Three parts comprise the AEO 2017. Part | examines Africa’s macroeconomic
performance, financing, trade policies and regional integration, human development,
and governance. Part II explains how improving entrepreneurship contributes to Africa’s
industrialisation and offers policies to do so. Part IIl summarises the performance of
every African country; a condensed version appears in the printed copy of the report.

The statistical annex contains 26 tables comparing economic, social and political
indicators across all 54 African countries. For the first time, they are published only
online, allowing for updates throughout the year.

The AEO presents rigorous and independent analysis and data for a large audience.
Over 150 researchers, economists, statisticians, and other experts from Africa and
different regions of the world contribute to this report. They draw on data from numerous
sources, including national statistics offices, ministries, multilateral development
institutions, civil society and the media. This valuable, policy-relevant compilation can
inform decision makers, advisors, business analysts, private sector actors, journalists,
non-governmental organisations and engaged citizens around the globe on factors
shaping Africa’s development trajectory.

The AEO 2017 is available in various editions and formats. The full report is published
in English and French, and an abridged version is produced in Portuguese. Each version
is available in both hard copy and electronic format. The report has a dedicated website:
www.africaneconomicoutlook.org, which houses these as well as past editions. The site
also contains 54 full-length country notes in their original language and accompanying
figures and tables, along with the 26 statistical tables.
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Editorial

The 16™ edition of the African Economic Outlook highlights the fact that Africa’s economic
performance is reflecting the perils of the global economy. The region’s real GDP growth
slowed down to 2.2% in 2016, mainly due to the continued fall in commodity prices and
weak global economic growth. East Africa was the fastest growing region at 5.3% real GDP
growth, followed by North Africa at 3%. Growth in other regions was anaemic, ranging
from a low of 0.4% in West Africa, dragged down by the recession in Nigeria, to 1.1%
in Southern Africa, with South Africa, the region’s largest economy, posting only 0.3%
growth.

With dynamic private sectors, entrepreneurial spirit and vast resources, Africa has
the potential to grow faster and more inclusively. The continent’s average growth is
expected to rebound to 3.4% in 2017, assuming that the recovery in commodity prices is
sustained, the world economy is strengthened and domestic macroeconomic reforms are
entrenched. In 2018, growth is expected to consolidate, expanding by 4.3%.

The composition of total financial flows to Africa reflects the dynamism of its
domestic markets. In 2017, inflows are projected at almost USD 180 billion. Remittances
will reach USD 66.2 billion, up from USD 64.6 billion in 2016. Foreign direct investment
inflows are expected to reach over USD 57 billion in 2017, supported mainly by greenfield
investments from emerging economies. Tax revenue remains the most important source
of domestic financing in African countries but has slowed with the decline in commodity
prices. African countries will need to explore other options of mobilising domestic
resources to minimise vulnerability of revenues to volatility in commodity prices.

Unlocking Africa’s less volatile sources of growth to spur human development will
require greater investment in human capital - such as in health, education and skills -,
stronger capacities to diversify financing and more effective efforts to promote structural
transformation. Despite a decade of progress, 54% of the population in 46 African
countries are still living in poverty. It is essential to double efforts to empower Africans
with the necessary skills to promote development from the bottom up, driven by domestic
innovation and investment. This is why the African Economic Outlook focuses this year on
the role of entrepreneurs in Africa’s industrialisation.

We need to help African countries address the challenges of low human development
and social exclusion, and this is what we are doing. Industrialisation is one of the High 5
priority areas of the African Development Bank. It is also in line with the African Union’s
proclamation of industrialisation as the main strategy to promote inclusive economic
transformation, and it is the ninth Sustainable Development Goal. In addition, in July
2016, the United Nations General Assembly proclaimed 2016-25 as the Third Industrial
Development Decade for Africa; and under China’s leadership, the G20 also agreed in
September 2016 to support Africa’s industrialisation as part of its Action Plan on the
2030 Agenda for Sustainable Development. To bolster this momentum, this year’s African
Economic Outlook proposes several concrete steps for action.

Africa’s industrialisation will differ from the experience of other world regions.
First, the 54 African countries are diverse and will thus follow various pathways to
industrialisation. Second, industrialisation will not rely solely on the manufacturing
sector, which remains modest at 11% of the continent’s GDP. Twenty-first century
industrial policies can target additional sectors with high-growth potential, such as agro-
processing and services with higher value added. Third, policies must promote “green
industrialisation”, as technological and market changes have made it possible to achieve
industrialisation with lower environmental costs. Greater efforts should also be made
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EDITORIAL

to ensure that green infrastructure is developed and is accessible to firms and citizens.
Fourth, and most importantly, Africa’s industrialisation will also depend on the solid
growth of African private companies. New industrialisation strategies should therefore
leverage Africa’s booming entrepreneurs.

The entrepreneurial culture is vibrant with about 80% of Africans viewing
entrepreneurship as a good career opportunity. The continent has the highest share
in the world of adults starting or running new businesses, but often in sectors where
productivity remains low. New industrialisation strategies should focus on leveraging
this dynamism and targeting the continent’s fast-growing private enterprises which have
potential to create quality jobs.

To unlock this huge potential and different sources of growth, global co-operation
is needed more than ever. The African Economic Outlook — produced by the African
Development Bank, the Organisation for Economic Co-operation and Development and
the United Nations Development Programme — aims to promote up-to-date evidence and
analytics to support Africa’s decision makers.

Akinwumi Ayodeji Adesina Angel Gurria Helen Clark
President, Secretary-General, Administrator,
African Development Organisation for Economic United Nations
Bank Group, Co-operation Development Programme,
Abidjan and Development, New York
Paris
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Executive summary

The African Economic Outlook (AEO) 2017 shows that the continent’s performance was
uneven in 2016 in regard to economic, social and governance indicators, but prospects are
favourable for 2017 and 2018. This year’s edition of the AEO looks closely at how African
entrepreneurs can thus accelerate the continent’s industrialisation to change the course
of development and discusses the policies necessary to foster more sustainable and
inclusive growth.

Africa continued to experience regional and global headwinds in 2016, resulting in
a further slowdown in growth performance. This notwithstanding, the outlook for the
medium term is positive. The decline in economic growth posted in 2016 is attributed
to several factors: low commodity prices, a sluggish performance in the global economy,
a gradual deceleration in China’s growth and second-order effects of the Arab Spring,
amplified by the prolonged conflict in Libya. While Africa’s net commodity exporters
faced a difficult year, the majority of the continent’s non-commodity exporting countries
continued to grow, consolidating previous years’ gains. Fiscal, monetary and exchange
rate policies varied across the continent. Countries with co-ordinated policies were able
to better withstand shocks.

In 2017 and 2018, Africa will benefit from commodity prices which started to rise in
the latter part of 2016, increasing private demand including in domestic markets, sound
macroeconomic policy management now entrenched in many countries, a generally
improving and favourable business environment, and a more diversified economic
structure, particularly towards the services sector and light manufacturing. Although
current account deficits are expected to persist in 2017, they will be narrower compared
to 2016, if the recent rise in commodity prices continues. The index of commodity prices
was more than a quarter higher at the end of 2016 relative to the same period in 2015.
Countries with more predictable policies and buffers should therefore be able to weather
the storm in the wake of destabilising external imbalances.

In 2017, total external flows are expected to reach USD 179.7 billion, up from
USD 177.7 billion in 2016, with foreign direct investment (FDI) and remittances remaining
Africa’smostimportantexternal financial sources. Total FDIis projected tobe USD 57.5 billion
thanks to inflows from the Far and Middle East. Investments are diversifyinginto consumer
goods and services, such as financial services and information and telecommunications.
Remittances are projected to increase to USD 66.2 billion in 2017, 2.4% higher than the
previous year. While more and better aid will remain crucial for low-income and fragile
economies, private flows will play an increasingly important role to mobilise finance and to
spur local development and entrepreneurship. Despite significant efforts to increase fiscal
revenues, these still fall short of Africa’s financing needs.

Africa has enjoyed advances in trade and regional integration, but the volume of
intra-Africa trade remains low. Over the past two decades, the value of trade between
Africa and the world has quadrupled. Today the continent’s trading partners are also
more geographically diverse, and regional co-operation is building momentum. This is
because African countries have adopted more open policies, invested in infrastructure
and continued to pursue regional integration. These achievements ease business by
reducing the costs and time required to move goods and services within countries and
across borders; they also increase the continent’s appeal as a partner in global trade.
Moving forward, Africa should first diversify its exports to reduce exposure to commodity
price shocks. Second, it should better tap the capacity of intra-Africa trade. Finally,
governments should now focus on moving regional integration initiatives forward.
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EXECUTIVE SUMMARY

Eighteen African countries have achieved medium to high human development, and
the share of people living in poverty is falling. However, progress in human development
is slow and uneven. Employment creation and entrepreneurship can help in reducing
poverty. Governments can achieve these by addressing barriers to entrepreneurship
such as informality, fragility, and constrained business opportunities for the youth and
women. By harnessing better education, skills and health, engaging the youth and women,
and promoting sustainable use of environmental resources, Africa can better respect its
commitments to the Sustainable Development Goals and Agenda 2063.

In terms of political and economic governance, the most recent data show
improvements in Africa but also challenges to overcome. Governments are using public
resources more efficiently and delivering more social services, thanks to regulatory
reforms and digital innovations. They are also working to enhance the quality of the
businessenvironmentto catalyse private sectorinvestment. Yet, many Africansstill expect
greater economic opportunities than they are currently obtaining. To support businesses
and foster innovation, governments need to expand access to electricity and financing
and to improve competition policies. Furthermore, commitment to accountability within
key policy-making institutions remains below citizens’ expectations. The same is true of
the performance of public administrations.

Promoting industrialisation is back on Africa’s economic policy agenda, with renewed
impetus and vigour. Industrialisation in 21t century Africa calls for innovative strategies
embracing all the potential of its 54 countries. First, innovative industrialisation strategies
should go beyond sectoral approaches that target only manufacturing. Africa can
industrialise by promoting all economic sectors that have potential for high growth and
employment creation. Second, strategies should include high-potential entrepreneurs.
Start-ups and small and medium-sized firms with high-potential can complement the
growth of large companies in driving Africa’s industrialisation. Finally, policies must
promote “green industrialisation” with lower environmental costs. Industrial policies
must adapt lessons from countries that have already developed a strong industrial base
to the distinct African context. Innovative peer learning is critical to the new wave of
industrialisation in Africa.

How can African governments design and implement effective industrialisation
strategies? About half of the African countries have strategies for industrial development
which aim to create labour-intensive industries to enhance job growth. However, these
blueprints often do not address the needs of firms that have high growth potential.
Capacity to implement policies is also weak, often resulting in conflicting mandates across
different government agencies. Governments should design strategies that remove the
existing binding constraints on high-potential entrepreneurs. Implementing productivity
strategies requires full commitment, strong and far-sighted political leadership, efficient
government co-ordination and active private-sector participation. Involving local
governments can help tailor industrial policies to firms’ needs. Finally, evaluating policies
and their impacts is key to ensuring the success of industrial policies.

The report’s final chapter tackles three particularly important policy areas to ease the
constraints that most entrepreneurs in Africa are confronted with. First, to strengthen
skills, there is need for public policies that prioritise formal education, apprenticeships,
vocational training and managerial capabilities in order to meet labour market needs.
Second, policies that support business clusters can help raise the productivity and
growth of firms, including smaller ones. Third, financial market policies can increase
firms’ access to innovative and tailored sources of finance.
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PART I
Africa’s performance
and prospects
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1. AFRICA’'S MACROECONOMIC PROSPECTS

Africa’s economic growth continued to dete-
riorate in 2016, due mainly to lower commodity
prices, with commodity exporters most adversely
affected. Despite this trend, the majority of non-
commodity exporting African countries maintained
positive growth. Africa’s growth outlook remains
positive for 2017-18, boosted by expected increases
in commodity prices and domestic demand.

Domestic demand continues to drive Africa’s
growth. Meanwhile, better macroeconomic manage-
ment, increased diversification and an improved
business environment will maintain Africa’s growth
resilience in 2017-18.

Countries with better co-ordinated and consistent
fiscal, monetary and exchange rate policies are able
to weather shocks. Countries perceived as safe
destinations for investments (e.g. because of policy
coherence), can accommodate higher external imba-
lances over longer periods of turbulence, irrespective
of their macroeconomic governance fundamentals.

Did you know?

¢ Despite an economic slowdown in 2016,
Africa’s growth outlook is positive with
marked resilience mainly anchored on
strong domestic demand.

Africa’s growth is less dependent on natural
resources and is increasingly favoured by
improvements in the business environment
and in macroeconomic governance.

Increased structural diversification has
significantly improved the continent’s
ability to withstand external shocks.

Policy certainty is important
in mitigating external imbalances,
as macro fundamentals are weakening.
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1. AFRICA’'S MACROECONOMIC PROSPECTS

GDP growth (%)
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1. AFRICA'S MACROECONOMIC PROSPECTS

Africa’s growth resilience has been tested, but a basis for stronger future
growth exists

The fall in commodity prices, which persisted until early 2016, has tested the validity
of the “Africa Rising” narrative. Africa’s growth slowed to 2.2% in 2016, down from 3.4%
in 2015. This fall in gross domestic product (GDP) growth underscores the importance of
a few big economies on Africa’s overall growth performance in 2016. Nigeria carries the
largest weight accounting for 29.3% of Africa’s GDP. The recession experienced in Nigeria
therefore had a more adverse impact on Africa’s GDP growth than the recessions in Chad
or Libya (Figure 1.1). Despite this deterioration, Africa’s growth path is expected to remain
resilient. This is due to stronger domestic demand, improved macroeconomic governance
fundamentals and a friendlier business environment.

Figure 1.1. Africa’s economic growth, 2013-18

Africa Africa (excluding Nigeria)

GDP growth (%)
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Source: Adapted from AfDB Statistics Department data.
StatLink sa=r http://dx.doi.org/10.1787/888933474872

While the slowdown has concentrated mainly in commodity exporters, several
factors have contributed to overall lacklustre performance in 2016. These include
simmering effects from the Arab Spring, dampening of the global economic recovery
including emerging economies (notably, continued slow growth in China, now a major
trade partner in several African countries), and pockets of bad weather and drought in a
number of African countries.

The recent fall in commodity prices is slowing growth

The decline in commodity prices that started in mid-2014 had a devastating impact on
several commodity-exporting African economies. Non-energy commodity prices dropped
by 6% in 2016 compared to 2015 prices and were particularly affected by the drop in metal
and mineral prices. Average annual metal prices were 6% lower in 2016 compared to
2015, attributed mainly to the slowdown of growth in China. Agricultural commodities
remained stable, even though the agricultural raw material price index recorded a drop
from USD 83 in 2015 to USD 80 in 2016, due mainly to the escalation of subsidies and
increased production. Energy prices in general decreased in 2016 compared to 2014.
For example, nominal crude oil prices dropped from a high of USD 114.8 per barrel in
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1. AFRICA’'S MACROECONOMIC PROSPECTS

June 2014 to a low of USD 28.9 in January 2016 (Brent Crude, spot prices). The crude oil index
(Figure 1.2) dropped from 203.05 to 56.06 over the same period. Despite the rise in crude oil
prices in the second half of 2016, average crude oil prices stood at USD 43 per barrel in 2016,
16% lower than 2015 prices, which adversely affected 2016 growth performance.

Figure 1.2. Commodity price indexes, monthly (2005 = 100)

All commodities ~ — — — Agriculture Metals Crude oil

USD, 2005=100
140

130

120

10

100 -

90

80

70

60

50 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1
O B WO DO O ® ©
QIO Q\& Q\& 6\@\ Q’&’@ 6{"@ 6\%@ ®<$ Q\&
NG SO S S S S

Source: Federal Reserve Bank of St. Louis (2017), https://fred.stlouisfed.org/series/PALLENFINDEXQ.
StatLink sz http://dx.doi.org/10.1787/888933474884

The fall in oil prices can be attributed to both supply and demand factors. The supply
factors included the production of shale by the United States and Saudi Arabia’s decision
to increase production in order to maintain its international market share. Among the
demand factors were the slowdown in emerging markets and lower oil imports from
the United States. As a result, the rate of growth among oil exporters, such as Algeria,
Angola, Nigeria and Sudan, fell sharply to 1.6% in 2016 from 3.3% in 2015. In 2016, Libya
was estimated to contract by -8.1% and Equatorial Guinea by -8.2%, while Chad and
Nigeria were expected to record real GDP growth of -3.4% and -1.5%, respectively. In
South Africa, one of Africa’s largest economies and non-energy commodity exporters,
a slump in mining and quarrying, among other factors, resulted in estimated weak
growth of 0.4% for 2016.

Carry-over effects of the Arab Spring and pockets of conflict across the continent
are hindering growth

The second factor impeding growth was the spill-over effect from the Arab Spring,
which spread from Tunisia to Egypt and Libya, leading to a significant reduction in
growth across North Africa. Egypt and Tunisia have recovered to some extent, but Libya
is still in recession, though growth increased slightly from -10.1% in 2015 to -8.1% in
2016. This contraction was comparatively smaller than the -10.1% drop recorded in 2015.
The continued deterioration of the Libyan economy is a direct result of the Arab Spring
and the fall of Muammar Gaddafi, which has led to political instability and reduced oil
production, currently at one-third of potential. The problem is further exacerbated by the
lack of diversification of the Libyan economy.
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1. AFRICA’'S MACROECONOMIC PROSPECTS

Figure 1.3. Growth among Arab Spring-affected countries of North Africa, 2013-18
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Source: Adapted from AfDB Statistics Department data.
StatLink =a=m http://dx.doi.org/10.1787/888933474897

A number of African countries continue to experience armed conflict, which hinders
economic activity, therefore constraining economic growth. Although this number has
decreased over the past decade, Africa still accounts for the largest share of the world’s
armed conflicts. In 2016, African countries involved in active armed conflict included
Burundi, Central African Republic, the Democratic Republic of the Congo, Libya, Mali,
Nigeria (Boko Haram and Militants in the Delta region), Somali and South Sudan. Pockets
of conflict also took place in Cameroon and Ethiopia.

Economic growth continues to drag, due to the sluggish global recovery and the
slowdown in emerging markets

A third factor continuing to slow down Africa’s growth is the sluggish and fragile
economic recovery in advanced economies and emerging markets, particularly China.
January 2017 projections from the IMF’s World Economic Outlook (see Table 1.A1.2 in
Annex 1.A1) show that the global economy expanded by only 3.1% in 2016 and is expected
to pick up modestly in 2017 and 2018, reaching 3.4% and 3.6%, respectively. The outlook
is bleakest for advanced economies, which are expected to record growth of 1.6% in
2016, before recovering slightly to 1.9% in 2017 and 2.0% in 2018, respectively. Emerging
market and developing economies (EMDEs) are estimated to maintain their growth
momentum at 4.1% in 2016 and are projected to grow by 4.5% and 4.8% in 2017 and 2018,
respectively. Emerging and developing Asian economies (China, India, Indonesia, Malaysia,
the Philippines, Thailand and Viet Nam) boost the performance of EMDEs, estimated at
6.3% in 2016 and projected to reach 6.4% and 6.3% in 2017 and 2018, respectively.

Growth in China, however, remains subdued compared to previous years and is
estimated to decline to 6.7% in 2016 down from 6.9% in 2015, before decelerating further
to 6.5% and 6.0% in 2017 and 2018, respectively. The slowdown in China is attributed
mainly to the shift of focus from investment and manufacturing towards consumption
and services. However, the government has signalled a desire to continue with a stimulus
package consisting of cheap credit provided mainly by government banks.

Africa’s exports to emerging economies comprise mainly oil and metals and are
dominated by China, exposing the continent to global demand shocks. Currently, China
accounts for 27% of Africa’s total global exports with primary commodities representing
about 83% of exports to China.

26 N N7 N7 N7 NZ N

AFRICAN ECONOMIC OUTLOOK © AfDB, OECD, UNDP 2017



1. AFRICA’'S MACROECONOMIC PROSPECTS

China’s slowdown may also affect trade linkages between African economies and
countries in the Americas, Asia and Europe. The slowdown in growth may affect China’s
foreign investments in natural resources in Africa, Asia, Australia and Latin America,
among others. This may lead to cutbacks in investment projects and hurt growth in host
countries. The top ten destinations in Africa by foreign direct investment (FDI) stock
account for almost 80% of total stock, with almost 50% attributed to Nigeria and South
Africa (UNCTAD, 2015).

The recovery in commodity prices is brightening Africa’s growth outlook

Growth projections for Africa show a moderate rebound to 3.4% and 4.3% in 2017 and
2018, respectively, up from 2.2% in 2016. Domestic factors remain the principal drivers
behind this rebound; however, the expected increase in commodity prices will provide
a much-needed cushion to bridge budget deficits and act as a growth catalyst. Prices of
most commodities started to recover in 2016 and are expected to maintain an upward
trajectory in 2017 and 2018. For example, oil prices began to recover at the beginning of
2016 and are projected to rise to USD 55 per barrel in 2017 up from USD 43 per barrel in
2016. The increase in oil prices is attributed to output cuts from some OPEC and non-OPEC
oil-producing countries in the first quarter of 2017. In December 2016, OPEC and non-
OPEC oil producers agreed separately to reduce oil output by nearly 1.8 million barrels per
day in the first half of 2017. Following these agreements, crude oil prices jumped 10% at
the end of the fourth quarter of 2016, averaging USD 49.1 per barrel. Since January 2017,
crude oil prices have trended above USD 53 per barrel and by March 2017 had risen to
USD 55.99 per barrel. An assessment of Africa’s present economic situation, expectations
and climate, conducted with African participants by the Ifo Institute’s World Economic
Survey, predicts an optimistic scenario for the first half of 2017 (Figure 1.4).

Figure 1.4. Assessment of Africa’s economic situation at 2017, Q1 and six-month
expectations
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Source: Ifo World Economic Survey (Ifo Institute, 2017).
StatLink iz http://dx.doi.org/10.1787/888933474900

There is need for caution however, as the recent rise in oil crude prices may not
endure over the long term. Increased production from the United States could ramp up the
global supply of crude oil cancelling any production cuts from OPEC and price increases.
Moreover, while the majority of OPEC members have reduced crude oil production, a
number of countries including Iraqg, Libya and Nigeria have increased production since
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1. AFRICA’'S MACROECONOMIC PROSPECTS

October 2016. In addition, the increase in spot oil prices following production cuts is
expected to stimulate investment in oil production in 2017. Since early 2014, US shale
oil investment has declined sharply in response to the fall in oil prices. This, in turn,
triggered a decline in crude oil production within a few months. OPEC and non-OPEC
production cuts could quickly be offset by an increase in shale oil output in the United
States, since shale wells can begin production within a year of the initial investment.

Domestic demand is becoming increasingly important as a driver of growth

Although natural resources and primary commodities remain a major driver of growth
in Africa, their importance has declined, while domestic factors including consumption
demand play an increasing role in maintaining the resilience of African economies.
Domestic demand driven by Africa’s growing population represents a major catalyst for
African entrepreneurship and the contribution of entrepreneurs to industrialisation. In
this context, institutional and regulatory reforms are slowly improving the governance
and business environment (see Chapter 5), which provides the necessary support for growth.

Consumption demand boosted by population growth is an important source of
resilience

Despite the slowdown affecting major commodity exporters, the rest of Africa (non-
commodity exporters) has recorded stable rates of GDP growth over the past five years.
Indeed, Africa remains the second fastest-growing region after developing Asia. The real
GDP of oil-importing African countries grew at an annual rate of 3.0% in 2016, close to the
rate of 3.3% recorded for Africa as a whole in 2015. Domestic factors continue to play a
prominent partin Africa’s growth, in particular private consumption. In addition, the scaling
up of public infrastructure investments has cemented the importance of domestic demand
as an anchor for Africa’s growth resilience. Both private consumption and government
consumption (mainly public infrastructure investment) play a critical role in GDP growth
(Figure 1.5). In 2016, the two components combined accounted for more than 60%, with the
contribution of private consumption increasing gradually from 2003 onwards.

Figure 1.5. Drivers of growth in Africa, 2000-18
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Source: Adapted from World Development Indicators 2016 and author’s projections.
StatLink sizm http://dx.doi.org/10.1787/888933474913

Private consumption grew at an average of 3.7% between 2010 and 2016 and is
expected to remain at an average of 3.5% during 2017-18. One of the main drivers of the
surge in consumer demand in Africa is the continent’s growing population (currently

28 [HINSZITNINSZAIINSZAINSSZANNaZllinnNNaZlii

AFRICAN ECONOMIC OUTLOOK © AfDB, OECD, UNDP 2017



1. AFRICA’'S MACROECONOMIC PROSPECTS

1 billion) and expanding middle class (estimated at 350 million), with Africa projected
to host about 20% of the world’s population by 2050 (McKinsey Global Institute, 2016).
The growing population is expected to lead to a rise in consumer spending from USD 680
billion in 2008 to USD 2.2 trillion by 2030. Increased spending power by the middle class
represents a vast source of potential for prosperity.

The pace of public infrastructure investment is increasing in Africa

The realisation that the continent’s development is encumbered by a massive infrastructure
gap, estimated at about USD 50 billion per year, has led African countries to ramp up investments
in public infrastructure projects. About 645 million people in sub-Saharan Africa lack access to
electricity, while only one-third of rural dwellers live within 2 kilometres of an all-weather road,
compared with two-thirds in developing regions. Public investments rose by about 3% of GDP in
2014 and are expected to remain at this level for the next five years.

Business and macroeconomic governance reforms are taking root in the continent

Africa’s growth resilience is premised on improvements in the business environment
and governance, resulting from recent bold reforms. The continent has made steady progress
in governance and management of public institutions and resources, and continues to do so.
Relative to the past, Africa now enjoys better ratings on democratic governance and the rule
of law, which are critical to nation building and policy consensus. The 2016 Ibrahim Index of
African Governance (Mo Ibrahim Foundation, 2016) reports that in 2015 70% of African citizens
lived in a country that experienced improved governance. In the same year, 37 countries
improved their Overall Governance score. Furthermore, the average continental score
for Overall Governance improved by one point between 2006 and 2015, from 49.0 to 50.0.
In 2014/15, Africa accounted for 75 of 230 (30%) of regulatory reforms — the largest number
worldwide — making it easier to do business with Uganda, Kenya, Mauritania, Senegal and
Benin among the top ten reformers. In addition to substantial progress in implementing
regulatory reforms, ten African countries recorded significant gains in their business
environment in 2015, with half of them located in sub-Saharan Africa. The World Economic
Forum’s Global Competitiveness Reports (2011 and 2016) show that a majority of African countries
also recorded improvements in their competitiveness index over the last five years (between
2011 and 2016). Indeed, a number of African countries rank well above popular investment
destinations in Asia including Cambodia, Indonesia and Myanmar (Figure 1.6).

Figure 1.6. Improvement in global competitiveness among African countries,
2011-12 and 2016-17
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Source: Adapted from WEF (2011, 2016).
StatLink si=r http://dx.doi.org/10.1787/888933474925
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