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FOREWORD

Africa�s recent growth performance only reinforces 
the call for urgent structural transformation. The 

continent�s strong growth is projected to continue 
in the medium-term due to increasing domestic 
demand, driven mainly by the rising middle class, 
improving regional business environment and 
macroeconomic management, increasing public 
investment, especially in infrastructure, a buoyant 
services sector and robust trade and investment ties 
with emerging economies.

Africa, however, needs more than marginal growth. 
The continent requires a great leap in economic 
performance that will be sustainable, inclusive, 
and transformative. Structural transformation of 
the African economies through industrialization 
is imperative. The current merchandise export 
structure, dominated by raw and unprocessed 
commodities, is not conducive to the envisaged level 
of development. This fact was clearly established 
by several past editions of the Economic Report 
on Africa (ERA). This edition builds on ERA 2013 
and 2014, as they advocated commodity-based 
industrialization and stressed the important role of 
industrial policy in the structural transformation. 

This edition�s entry point is the symbiotic relationship 
between trade and industrialization. It emphasizes 
the role and place of trade and trade policy in the 
industrialization process. Trade can, under certain 
conditions, promote industrialization. Needless to 
say, trade can�on the other hand�lead to de-
industrialization. Thus, the central message of this 
Report is that trade-industrialization virtuous link is 
not automatic: it requires appropriate policy.

This Report draws attention to the structure of 
African exports and the need to add value to 
exports through processing and other industrial 
activities. It identi�es roles for trade policy in 
promoting trade in intermediates: joining, creating, 
and upgrading along value chains. This direction 
is important in order to incorporate the dynamics 
of modern industrial production and trade in tasks 
and activities, in addition to �nal products. 

E�ective participation in global value chains (GVCs) 
requires investments in sector-speci�c skills and 
human capital, as well as infrastructure, �nancial 
services and a conducive policy framework. Based 
on the level of development of these parameters 
in most African countries, intra-African trade and 
regional value chains (RVCs) are identi�ed as a 
platform for learning and enabling economies of 
scale, thereby facilitating Africa�s industrialization 
and eventual entry into GVCs. The pivotal role of 
services value chains, and the consequent need to 
enhance trade in services, is an important feature of 
modern production and trade.

This Report also examines the �urry of trade 
negotiations and agreements that African countries 
currently engage in. It notes with concern the role 
assigned to industrialization in this process. The 
Report underscores the need for Africa to ensure 
that its industrialization goal is not compromised 
by these negotiations and agreements. As a step 
forward in the quest for industrialization through 
trade, African countries should audit various 
agreements they have signed, to take advantage of 
the embedded �exibilities. This process may entail 
renegotiating the agreements or seeking waivers 
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and concessions. However, an enduring strategy 
is for African countries to develop capacity (to 
negotiate, implement, comply with obligations and 
defend rights) to articulate smart choices within the 
various trade agreements they have signed.

Another important recommendation in this 
direction is the need for appropriate sequencing 
if trade is to e�ectively foster industrialization 
of the continent. This Report shows clearly that 
sequencing of trade policy reforms does matter 
considerably for Africa�s industrialization. There is 
powerful evidence indicating that a Continental 
Free Trade Area (CFTA) should be put in place before 
other trade agreements are fully implemented by 
African countries with the rest of the world.

The analysis and �ndings of this Report are based 
on an extensive review of issues and 10 country 
case studies that were directed at gauging the 
trade policy�making process, especially in relation 
to industrialization. Selectivity of trade policy 
as an essential prerequisite for trade-induced 
industrialization was examined. Coherence between 
national development strategy and trade policy, 
on the one hand, and between trade policy and 
industrial policy, on the other hand, was particularly 
emphasized. 

The need to adopt and strengthen a highly selective 
trade policy that is based on rigorous empirical 
analysis and carefully designed to promote 
e�ciency of matured �rms, protect budding 
industry, avoid negative policy externalities and 
put industrial development over and above other 
objectives is an important step in the trade-induced 

industrialization. The implementation of such 
policies must be time-bound, have to progress 
towards the set objectives, and must regularly 
monitor and evaluate benchmarks.

Trade policy alone is not a panacea for Africa�s 
industrial development, notwithstanding its 
important place and role in the industrialization 
process. There are important roles for 
complementary policies that are coherent with 
trade and industrial policies. African countries have 
already committed to implementing action plans 
under the Action Plan for Boosting Intra-Africa 
Trade (BIAT), where most of the policies are clearly 
identi�ed. 

Finally, as there is no one-cap-�ts-all model, this 
Report provides a robust framework for African 
countries to reassess their trade policy with a 
view to identifying the best route to structural 
transformation and also tailor trade policy to 
achieve the desired goals. It is my hope that the 
African vision, African countries, regional economic 
communities and other stakeholders will take the 
message of this Report to the next level in the 
promotion of trade-induced industrialization.

Carlos Lopes     
 
United Nations Under-Secretary-General 
and Executive Secretary of UNECA 
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EXECUTIVE SUMMARY

Africa�s growth continued to increase rising from 
3.7 per cent in 2013 to 3.9 per cent in 2014. 

The performance was underpinned by improved 
macroeconomic management, diversi�ed trade 
and investment ties with emerging economies 
among other factors. Africa�s social development 
indicators reveal the weakness of the observed 
economic performance: high unemployment and 
poverty coexisting with robust growth. This is a 
paradox.  

Industrialization promises to address this paradox 
by promoting economic diversi�cation, inclusive 
growth, e�cient utilisation of abundant physical, 
mineral and human resources and in the process 
eliminate poverty and hence structurally transform 
Africa economies.

Trade continues to play a major role in Africa�s 
economic growth performance and it has potential 
to promote trade-induced industrialization of the 
continent provided it is deliberately directed at 
industrialization.  For this purpose, trade policy must 
be consciously designed, e�ectively implemented 
and managed with regular monitoring and 
evaluation. Such a policy must recognise and key 
into developments in the global production system 
especially internationalisation of production system 
with a view to promoting value addition through 
processing and manufacturing. Finally, the goal of 

trade-induced industrialization must also guide the 
conduct, negotiations and implementation of trade 
and investment agreements and arrangements.

ISSUES IN INDUSTRIALIZING 
THROUGH TRADE

Two but related challenges facing the continent 
are to maintain the strong economic growth and 
to transform it to productivity-induced sustainable, 
inclusive, employment-generating, poverty-reducing, 
and environmentally-friendly growth. The greatest 
de�ciency of the current growth episode is its 
inability to promote structural transformation 
of the economies of the region. Rudimentary 
agricultural practices and provision of services 
dominate the structure of African economies. This 
overt dependence on traditional agriculture and 
services sectors can only support limited growth. 
Industrialization with its capability to generate 
direct and indirect employment, strong forward 
and backward linkages with other sectors of 
the economy including external sector not only 
promises to transform African economies but also 
to ensure that growth translates into sustainable 
development. 

No doubt, Africa�s industrialization should take 
advantage of its abundant and diverse resources 
including agricultural and mineral resources. Thus, 
as advocated in previous editions of the Economic 
Report on Africa (ERA), the continent should 
exploit its comparative advantage in commodity-
based industrialization and add-value to these 
resources using its abundant human capital. Finally, 
continuous upgrading, a hallmark of modern 
industry, is important for sustainability of Africa�s 
industrialization. In all this, industrial policy has 

Trade continues to play 
a vital role in Africa�s 
economic growth 
performance and it has 
potential to promote trade-
induced industrialization
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an important role to play so that industrialization 
is responsive to the yearnings of the continent 
especially in the promotion of inclusive and 
transformative growth.

Trade and industrialization are basically two sides 
of the same coin. A bi-directional relationship: 
industrialization facilitates trade, and trade also 
facilitates industrialization. Industrializing through 
trade emphasizes the role and place of trade in 
fostering industrial development and upgrade. 
Basically it involves analysis of the structure 
of exports and the role of trade policy in the 
production, imports and exports.

Based on this strong association between trade 
and industry, this Report, Economic Report on 
Africa 2015 examines how trade can serve as an 
instrument of accelerated industrialization and 
structural transformation in Africa. It also examines 
the challenges and opportunities for Africa to 
industrialize through trade in the context of the 
rapidly changing regional and global economic 
environment. In speci�c term, it attempts to answer 
the following three main questions:

� When and how trade policies bene�t or harm 
industrialization? 

� What are the prospects for Africa to 
industrialize by tapping into global value 
chains? 

� What are the current status of national and 
regional trade policies in Africa and what are 
their implications for the continent�s industrial 
aspirations? 

This Report is a follow-up to the previous editions 
of Economic Reports on Africa especially ECA and 
AUC (2013), ECA and AUC (2014) and ECA and AUC 

(2004). These Reports did not only focus on the 
role of industrialization in structural transformation 
of Africa by critically examining and analysing 
commodity-based industrialization and industrial 
policies in Africa but they also laid the foundation 
for the current Report as they emphasised the role of 
trade in fostering industrialization, both at regional 
and global level, and underlined the importance 
for Africa of implementing strategic trade policies 
aimed at overcoming market and institutional 
failures that hinder export competitiveness. They 
outlined the key factors constraining Africa�s trade 
which include the continent�s narrow production 
and export base dominated by low-value products 
such as raw materials and primary commodities, 
very high trade costs, tari� and non-tari� barriers 
to intra-African trade and Africa�s access to 
international markets. This Report delves into 
greater depth on the relationship between trade 
and industry in Africa, and speci�cally the role of 
trade in supporting Africa�s industrialization. 

The theme of this Report is justi�ed on many 
grounds and two of them are highlighted here. 
First, Africa is marginalised in the world trade. The 
continent�s share in the global exports increased 
marginally from 4.99% in 1970 to 5.99% in 1980 and 
has continued the downward trend since then. It was 
3.3% in 2010 and 3.3% in 2013. The share of African 
manufactures in total merchandise exports was 
18.5% in 2013. Based on Africa�s abundant physical, 

ERA 2015 delves into greater 
depth on the relationship 
between trade and industry 
in Africa, and speci�cally the 
role of trade in supporting 
Africa�s industrialization.
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natural and human resources, the continent has 
potentials to signi�cantly increase its share in the 
global exports.

Second and closely related to the �rst, empirical 
evidence shows that the newly industrialised 
countries (NICs) were able to catch-up with the 
developed countries through highly selective trade 
policies. This is evident in the fact that East Asia 
share in the global exports increased from 2.25% in 
1970 to 17.8% in 2010 coupled with the fact that 
manufactures constituted between two-thirds 
and four-�fths of the region�s total merchandise 
exports. Africa may not be able to replicate the feat 
performed by East Asia by towing the same or similar 
route due to the dynamics in the global trade and 
industrial production. However, it is also important 
to note that Africa is capable of surpassing the 
East Asian miracle by carefully designing trade and 
industrial path that takes into consideration lessons 
from experience as well as the current and future 
developments in the global environment.

Hence, for e�ective trade-induced industrialization 
in Africa, structural transformation of industrial 
production and trade is a basic pre-requisite. 
Three critical issues are: (1) production and trade 
in intermediates; (2) establishing, joining and 
upgrading along national/regional/global value 
chains; and (3) increasing role of services in (1) and 
(2) and in trade in general. Africa must imbibe the 
change from trade in products to trade in tasks 
and activities and promote the increasing role of 
services in the process.

Finally, and perhaps more important, trade policy is 
critical for e�ective trade-induced industrialization. 
National trade policy architecture and the �urry 
of activities in bilateral, regional and multilateral 
trade negotiations across the length and breadth 
of the continent must consistently give priority to 
industrialization.

Global value chains are an 
important feature in today�s 
global economy and African 
countries seeking to develop 
exports and grow their 
economies need to take 
them into account
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The key �ndings of this Report presented in 
the following paragraphs are based on the 

foregoing background; an analysis of extensive 
review of issues; and ten country case studies. The 
case studies were directed at gauging the trade 
policy-making process especially in relation to 
industrialization. 

Both theory and existing empirical evidence 
suggests that trade, under certain conditions, can be 
a veritable tool to promote industrial development 
and structural transformation in Africa. Trade policy, 
on one hand, through promotion of competition, 
innovation and e�cient utilization of resources 
can enhance the dynamic e�ciency of matured 
�rms and thus foster industrialization. On the other 
hand, trade policy which exposes infant industries 
to competition can lead to de-industrialization. 
A critical factor for trade policy to promote 
industrialization is the appropriate balancing 
between promotion of relatively matured sectors 
and simultaneous protection and support of fragile 
sectors. No doubt, this is not an easy task but a 
feasible one that has been successfully performed 
by most industrialized countries.

A pre-condition for trade policy to foster 
industrialization is that it must be highly selective. 
This condition is necessary at least from two 
perspectives: First, trade-induced industrialization 
involves huge resource costs, and second, it requires 
an e�ective implementation, monitoring and 
evaluation. While recognizing the role and place 
of horizontal industrial policies, the vertical (i.e., 
selective) policies are important in the process of 
developing dynamic comparative advantage. The 
hallmarks of an e�ective selective trade/industrial 
policy are: it is based on rigorous studies that inform 
identi�cation of the sectors, it has monitoring and 
evaluation mechanism in place; and it is insulated 
from political hijack. However, most countries 

are not fully engaged in e�ective selective trade 
policies for promoting industrialization based on 
the various policies instituted and implemented.

Trade-induced industrialization is not automatic; 
it requires concerted e�orts at least at two levels. 
First, integrated and coherent trade and industrial 
policies, diligently crafted and implemented, 
carefully and regularly monitored and evaluated 
is a pre-requisite. Such policies must be tailored 
towards the overall goals and objectives of a 
country�s national development strategy and plan 
while recognizing and incorporating challenges and 
opportunities o�ered by the external environment. 
Second, various stakeholders must be on board. 
An e�ective method is consultations with various 
stakeholder groups to ensure that most their 
concerns are addressed. The evidence from the 
country case studies suggests the need to step-up 
coherence between trade policy and the national 
development strategy and between trade policy 
and other policies especially industrial policy.

Regional and global trade and production networks 
open new potential opportunities for Africa�s 
industrialization. Instead of industrializing bottom 
up, segmented value chains o�er the scope to 
engage in international trade at a speci�c stage 
of the production process, thereby harnessing 
more e�ciently one�s comparative advantage. In 
this context, the services sector has come to play 
a fundamental role in the value addition that takes 
place at each step along the supply chain, whilst 
foreign direct investments have emerged as a driver 
of international trade expansion. For trade policy to 
e�ectively foster Africa�s industrialization, it must 
respond e�ectively to developments in the global 
production architecture, especially production of 
intermediate goods rather than just the �nished 
goods, and participation in one or two activities 
along a value chain instead of all the activities 

KEY FINDINGS
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in the chain. Thus, trade policy that promotes 
trade in intermediates, trade in tasks and trade in 
services (as services are important components of 
internationalization of production process), is an 
essential pre-requisite of modern day industrial 
development.

Consistent with global trends, intermediate 
products accounted for the bulk of Africa�s 
merchandise trade, accounting for about 60 per 
cent of Africa�s total merchandise imports and over 
80 per cent of its exports. In addition, intermediates 
represent the most dynamic component of Africa�s 
merchandise trade, increasing fourfold over the 
last decade; yet Africa only accounts for 2-3 per 
cent of the global �gure. Imports of manufacturing 
intermediates have expanded remarkably, yet this 
has largely failed to reverse Africa�s premature de-
industrialization, and spur the emergence of viable 
regional supply chains.

Africa�s exports of intermediate goods are 
dominated by mining products and resource-based 
manufactures such as basic metals or chemicals and 
fuels; this is consistent with a forward integration 
into global value chains, but merely as exporter of 
raw materials and other intermediates embodying 
limited value addition. Despite its limited size, 
intra-African trade in intermediates is signi�cantly 
more diversi�ed than the corresponding trade 
with the rest of the world. The scope for incipient 
emergence of regional value chains, particularly in 
the manufacturing sector, is however still largely 
untapped due to an array of structural and policy 
constraints. The shallowness of regional supply 
chains can be gauged by the fact that Africa sources 
88 per cent of its imported inputs from outside the 
region. E�ective participation in GVCs requires 
investments in sector-speci�c skills and human 
capital, as well as infrastructure, �nancial services 
and a conducive policy framework. Based on the 
level of development of these parameters in most 
African countries, intra-African trade and regional 
value chains (RVCs) are identi�ed as a platform for 
learning and enabling economies of scale, thereby 
facilitating Africa�s industrialization and eventual 

entry into GVCs. This is similar to infant industry 
argument. 

Although manufactured products represent the 
bulk of imported intermediates, there is little 
evidence to support the claim that improved access 
to imported inputs has led to decisive progress of 
Africa�s industrialization. This trade pattern suggests 
that African producers are increasingly connected 
to GVCs, but mainly as suppliers of raw materials or 
other low-end products. The subdued role played 
by exports of manufacturing intermediates � in 
particular light manufacturing inputs � concurs 
with the evidence of persistently limited weight 
of intra-industry trade in the region, and points 
to the low level of integration into international 
production networks, be they regional or global. 
African countries show high participation rates 
in GVCs, though at a very low level of the chains. 
While backward integration has been increasing 
in many African countries, the larger share of 
Africa�s GVCs participation is still due to forward 
integration driven by exports of raw materials. This 
illustrates the fact that African �rms operate at the 
lowest rung of the ladder in GVCs. In the same vein, 
participation in GVCs per se does not guarantee 
structural transformation: Africa needs to focus on 
improving backward integration. Intra-regional 
trade in processed goods is the �rst opportunity for 
African �rms to move up the chain. So far, only few 
�rms are driving the growth of Africa�s backward 
integration. GVCs linkages need to be expanded to 
other �rms and areas of the economy.

Global value chains (GVCs) are an important feature 
in today�s global economy and African countries 
seeking to develop exports and grow their 
economies need to take them into account. At the 
same time, the growing importance of information 
and communications technologies (ICTs) enables 
African countries to enter several value chains 
without having to develop the whole production 
process. Participation in GVCs and competitiveness 
is linked to having access to priced intermediate 
imports, with border costs, import tari�s and 
customs procedures being important factors.
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Services play an important role in Africa�s economic 
transformation. They are key inputs to most 
other businesses, make a direct contribution to 
GDP and job creation, attract investments into 
local businesses and are a magnet for FDI. Across 
African countries, growth in services value added 
is strongly linked to growth in manufacturing 
value added. The strong growth of some services 
sub-sectors in Africa has not always translated 
into better services for local �rms. In many African 
countries, banks have positioned themselves to 
lend to large mining projects of foreign investors 
while local SMEs remain credit-constrained. The 
services sector can be itself an avenue for economic 
transformation, particularly for small countries and 
island states. Not all African countries can develop 
through manufacturing. The service sector plays an 
increasingly important role in international trade. 
Services contribute 50 per cent to Africa�s total trade 
in value added. The term �Servitization� is coined to 
emphasize the important link between services and 
participation in value chains.

Preferential schemes have generally been helpful 
in supporting Africa�s trade with preference-
giving countries but they have failed to broadly 
enhance Africa�s industrialization so far. Although 
they remain quite useful and important for Africa 
looking forward, unilateral trade preferences alone 
can hardly enable the conditions required for the 
development of regional value chains.

Fast-tracking the implementation process of Africa�s 
integration, and speci�cally establishing an African 
Continental Free Trade Area (CFTA), could go a 
long way in supporting Africa�s industrialization. A 
CFTA would help increase both intra-African trade 
and its industrial content; the adoption of trade 
facilitation measures on top of CFTA reform would 
considerably enhance further the positive expected 
outcomes. The level of ambition for Africa�s regional 
integration should be elevated with particularly 
greater attention given to the development of 
regional value chains largely untapped within the 
continent.

The sequencing of trade policy reforms does matter 
considerably for Africa�s industrialization. There is 
powerful evidence to support that a CFTA should be 
put in place before other trade agreements are fully 
implemented by African countries or by the rest of 
the world (e.g., mega-regional trade agreements1) 
which would not only preserve the anticipated 
bene�ts from these agreements but also o�set 
most �if not all� their costs to Africa as well as its 

industrialization. 
No one-cap-�ts-model: From country case studies, 
di�erent levels of development and the fact 
that African countries are quite diverse in many 
dimensions, but most especially in term of 
endowments, there is no single model that will 
address issues regarding the trade-industrialization 
nexus of African countries. It is on this premise 
that each country or region as the case may be 
should �rst determine its best route to structural 
transformation, if industrialization is favoured and 
justi�ed by rigorous analysis; the second level entails 
the determination of the role and place of trade 
and trade policy. In this vein, individual countries 
should adopt a trade policy strategy that best suits 
its initial conditions. However, the diversities create 
synergies that are yet to be tapped and are only 
realizable within an e�ective regional framework.

Gradual approach to industrialization and 
upgrading: Lessons from experience of industrialized 

African countries need to 
leverage on the progress 
that has been made 
and continue to build 
robust institutions that 
maintain and improve the 
business environment, 
economic governance 
and macroeconomic 
management. 
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Africa needs to translate the current growth 
into sustainable and inclusive development. 

In addition to sustaining and improving business 
environment, good political and economic 
governance and management, social development 
strategies that are consistent with the needs of 
the industrial and modern sectors are required. 
Conducive socio-economic conditions, peace and 
security as well as political will are equally important 
to ensure Africa structural transformation can 
e�ectively take place. African countries need to 
leverage on the progress that has been made and 
continue to build robust institutions that maintain 
and improve the business environment, economic 
governance and macroeconomic management. 
This will in turn boost investors� and consumers� 
con�dence and further strengthen the continent�s 
future growth prospects. There is the need to 
ensure that growth is sustainable and inclusive, 
and the sources of growth are diversi�ed to reduce 
vulnerability of African economies to internal 
and external shocks such as droughts, global 
consumption shocks, and �nancial, economic and 
debt crises. In this regard, appropriate policies 
that promote inclusive growth, productivity and 
structural transformation through industrialization, 
value addition, export diversi�cation, and regional 
integration remain paramount.

Human capital is central to innovation. Technical 
and technological progress and entrepreneurship 
linked to knowledge creation and the educational 
system is the kernel of a social development 
strategy aligned to a structural transformation 
agenda. A social development strategy is necessary, 
anchored within long term planning processes, 
strengthening the productive capacities of the 
labour force through high quality, equity-based 
education and health policies, complemented by 
investments in research and development focused 
on driving industrialization, modern services and 
structural transformation.

The demographic dynamics and urbanization 
processes currently in force in Africa present a mixed 
picture of challenges and opportunities, and the 
factoring of these social phenomena in a structural 
transformation agenda is important. Africa needs 
to strategically take advantage of rising wages in 
China and other parts of Asia and the imminent 
relocation of labour intensive industries. This calls 
for education, training and human development of 
both the skilled and unskilled labour. 

A highly selective trade policy that is based on 
rigorous empirical analysis, carefully designed to 
promote e�ciency of matured �rms and protect 
budding industry, avoid negative policy externalities 

POLICY RECOMMENDATIONS

and emerging countries and from African countries� 
previous attempt at industrialization, suggest that a 
gradual approach to upgrading and industrialization 
is practicable and highly recommended. The 
�ying geese model of catching-up process of 
industrialization, suggests that African economies 

should start from labour-intensive sectors and 
upgrade to medium- and high-technology sectors. 
Since, African countries are at di�erent levels of 
industrial development, some will have to start 
with labour-intensive sectors while others should 
be upgrading.
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Trade policy requires 
complementary policies 
and various institutional 
structures to deliver on 
industrial development

and put industrial development over and above 
other objectives is an important step in the trade-
induced industrialization. The implementation 
and management of such a policy is as important 
as its design. The implementation must be time-
bound, progress towards the set objectives and 
benchmarks are regularly monitored and evaluated 
and the process carefully managed to avoid political 
hijack.

African countries need to rethink trade policy as 
a means to promote industrial development in 
order to achieve structural transformation that 
will promote inclusive, stable and sustainable 
growth; reduce poverty and generate employment. 
This message calls for deliberate actions that 
must permeate all levels of trade and investment 
negotiations as evidence clearly shows that each 
successive bilateral, regional and multilateral trade 
negotiations have reduced and constrained the use 
of traditional trade policy instruments that were 
once used by developed countries to promote 
industrialization. African countries should identify 
and deploy possible alternative instruments within 
the world trading system that can be invoked to 
foster industrialization (i.e., coping strategies). The 
point is that the world will not wait for African 
countries to catch up with industrialization, rather 
African countries need to be smart, interrogate the 
system and deploy trade policy instruments that 
will foster their industrialization aspirations. Indeed, 
this is the path towed by late comers in industrial 
development especially the newly industrialized 
countries (NICs). African countries should stop 
negotiating agreements as if industrialization does 
not matter. African countries should stem the trend 
in policy-space erosion especially when negotiating 
any form of trade and investment agreements by 
insisting on the need to use such policy instruments 
to promote industrialization of their economies. 

In terms of sequencing of trade policy reforms, 
deeper and bolder regional integration should 
be followed by gradual opening-up of African 
economies with the rest of the word as African 
countries would then be in a better position to 

compete internationally. Thus, the use of gradual 
opening and smart protectionism to promote the 
emergence of regional value chains as a launching 
pad for development of industry/high value 
activities is a right step in the right direction. 

Given that African countries depend on 
international markets for both inputs and outputs, 
for the purpose of promoting industrialization 
trade policy instruments must be carefully selected 
in order to avoid �negative policy externalities�. A 
thorough thinking-through the process is required 
to avoid inadvertent e�ects. Such a policy must 
promote dynamic e�ciency of matured �rms 
and at the same time promote e�ciency of infant 
industry through a temporary shield from the 
�erce international competition. In the case of 
infant or budding industry, relative tari� protection 
combined with di�erent activities directed at 
developing competitiveness of �rms in the industry 
must be carefully designed and implemented to 
address the source of externalities. Targets must be 
set and respected.

Most African countries have embraced development 
strategies and e�orts are being made to ensure that 
national (including trade and industrial) policies 
relate very well with the overall national goals and 
objectives. African countries need to strengthen 
the links among national development strategies, 
industrial policy and trade policy. For most African 
countries, industrial development is just one of the 
objectives of trade policies. In order for trade policy 
to foster industrialization, industrial development 
must be the core objective of trade policy. Thus, for 
this purpose and to a reasonable extent, coherence 
between trade and national development 
strategies are expected to be very high2. In 
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addition, the expected sequence is for industrial 
policy formulation to precede that of trade policy 
formulation and the latter to aim at promoting 
the goals and objectives articulated in the former. 
However, where this sequence is not feasible then a 
mainstreaming exercise may be required. 

Looking at intra-African trade, the weight of 
manufacturing intermediates is far greater than 
in the continent�s exports to the rest of the world, 
suggesting a considerable scope for regional 
supply chains to support Africa�s industrialization. 
Nonetheless, regional value chains are still poorly 
exploited, and only 12 per cent of Africa�s imported 
intermediates is sourced from the region. A strong 
production network on the national as well as on 
the regional level will provide a platform for learning 
and realizing economies of scale. The leading �rms 
control and set product standards in their value 
chains that constrains the possibility of local �rms 
to step into higher stages of global value chains. 
A regional production network should therefore 
receive greater attention.

Moving up the value chain in agriculture is pro�table 
and needs to be put on the national and regional 
development agenda. An expansion in these 
labour-intensive industries generates new jobs 
that bring a social upgrading. However, given the 
dominance of leading giant �rms in the food value 
chains, policies need to invest massively in rural 
industrial clusters development under commodity 
based industrialization.

Establishing services hubs and regional value chains 
can help African countries exploit each other�s 
capabilities and boost competitiveness.

African countries should revisit all the various 
rules of origin (RoO) with a view to relaxing the 
constraints they imposed on preference utilisation 
and productive capacity development Indeed, 
preferential schemes (e.g., AGOA) can surely support 
Africa�s trade; including in manufacturing sectors if 
the usually stringent rules of origin are relaxed to be 
adequate and in line with often limited productive 

capacity of African economies. A more integrated 
African market can enable the necessary conditions 
to upgrade productive capacity required to fostering 
the development of solid regional value chains, and 
facilitate diversi�cation. The harmonization of rules 
of origin within the continent and possibly beyond 
will also be essential in making sure those obstacles 
to trade as well as to moving up the value chains 
within the continent are further reduced, thereby 
strongly supporting Africa�s industrialization.

Opening-up Africa�s market through reciprocal 
agreements can also deliver positive bene�ts 
to many African countries. Nevertheless, their 
impact on Africa�s industrialization highly depends 
on initial protection conditions. Africa should, 
however, seize the opportunity of the economic 
partnership agreements (EPAs) between some 
regions and the European Union to strategically 
determine its external protection structures (e.g., 
facilitating imports of intermediates to be used in 
the production of industrial products) with both 
African and non-African partners. This is critical in 
rendering more systematic industrialization bene�ts 
from bilateral agreements and guaranteeing that 
regional integration and industrialization e�orts are 
not diluted.

As noted earlier some trade policy instruments that 
were once used by developed countries to develop 
their industrial sectors are no longer permissible 
and new ones have been created. A smart move 
by African countries desiring to promote industrial 
development is to audit various agreements that 
they have signed, with a view to taking advantage of 
the embedded �exibilities. This process may entail 
renegotiating the agreements or seek for waivers 
and concessions. However, an enduring strategy 
is for African countries to develop capacity (to 
negotiate, implement, comply with obligations and 
defend rights) to take advantage of the various trade 
agreements they have signed. There is no doubt 
that tari�s are the easiest trade policy instrument 
to implement and in addition, they also generate 
revenue for the government. However, other trade 
policy instruments including para-tari� measures 
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(tari� rate quotas, (TRQs), subsidies (for export and 
for research and development), contingent trade 
protective measures (anti-dumping, countervailing, 
and safeguard measures) are veritable trade policy 
instruments. Of course, the implementation of these 
other trade policy instruments is more demanding 
than that of the tari� measures. Technical capacity 
needs to be built and appropriate institutions need 
to be established and rule and regulations need 
to be enacted in order to invoke them. For trade, 
to e�ectively promote industrialization, African 
countries need to move away from tari� measures 
only and develop capacity to fully engage in 
modern trade policy. 

The current situation where African countries are 
more open and accessible to the rest of the world 
than to themselves is inimical to regional trade and 
creation and e�ectiveness of regional value chains. 
It is therefore imperative to remove remaining tari� 
and non-tari� barriers not only by consolidating 
existing RECs, but more broadly across the whole 
continent, thereby supporting the emergence of 
viable regional supply networks. This action will also 
help to fully exploit and maximize the advantage in 
the diversities of the continent. 

Regional trade agreements (RTAs) have the potential 
to serve as building blocks of the multilateral trading 
system. While they can complement multilateral 
trading systems, they cannot substitute it. However, 
from an empirical point of view, there is powerful 
evidence to support the fact that sequencing 
of trade policy reforms matters considerably. To 
that end, regionalism can be a truly bene�cial 
component of African nations� trade policy reforms. 
Nevertheless, not all forms of regionalism have the 
same impact on Africa�s trade and industrialization. 

The relatively higher freedom in policy options 
available and expected from South-South 
engagements than from North-South partnerships, 
suggests that African countries would gain more 
by reinforcing trade ties with developing partners. 
However, opening-up Africa�s market should be 

progressive and ideally intensi�ed once regional 
integration has considerably deepened across the 
continent. 

Indeed, regional integration seems to show the most 
convincing outcomes to supporting vigorously 
industrialization of African economies. Boosting 
intra-African trade can be achieved rapidly �though 
the formation of an African mega-regional trade 
agreement, namely the CFTA� by removing all tari� 
barriers on goods still remaining within Africa and 
tackling those related to services as well. 

However, it should be emphasized that trade policy 
alone cannot deliver on industrial development. 
Complementary policies and various institutional 
structures are required for trade policy to 
optimally foster industrialization and structural 
transformation. African countries should make 
e�orts to mainstream trade policy into development 
strategies and ensure coherence among all the 
national policies especially between trade and 
industrial policies.

Trade policy alone is not a panacea for Africa�s 
industrial development notwithstanding its 
important place and role in the industrialization 
process. There are important roles for 
complementary policies that are coherent with 
trade and industrial policies. The scope for 
complementary policies appears limitless as any 
policy and or action that promotes industrialization 
in addition to trade policy is quali�ed. Perhaps, 
there is need for a strong consistency between 
macroeconomic policy especially exchange rate 
policy and trade policy. 

In light of Africa�s disproportionately high trade-
related costs, trade facilitation issues warrant 
speci�c attention to reduce the burden of time-
consuming and costly administrative and custom 
procedures. These groups of red tapes acquire 
an even higher relevance in the context of GVCs, 
since goods are likely to be exported and imported 
several times along the value chains.
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Addressing Africa�s inadequate physical and virtual 
infrastructural provision (roads, railways, ports, ICTs) 
and boost its energy production and distribution 
networks, to close the competitiveness gap faced 
by African �rms is an important undertaking in the 
process of making trade and trade policy promote 
industrialization Policy initiatives at the sectoral 
level that improve infrastructure and linkages 
among �rms in the value chain (e.g., Mozal project 
in Mozambique) can increase Africa�s backward 
participation in GVCs. The poor connection 
between successful sectors and other areas of the 
economy is a huge constraint for Africa to exploit 
the full potential from GVCs. Hence, policies need to 
focus on establishing production networks within 
the African economies.

Establishing special economic zones (SEZs), trade 
zones and export processing zones including 
a national production network or industrial 
clusters to include more SMEs/SMIs and promote 
increased linkages to other areas of the economy 
is an important step in technological transfers, 
which could be further expanded to neighbouring 
countries. While many African countries have 
established SEZs, their operations, especially the 
link with the rest of the economies, are less e�ective 
to promote the required spillover e�ects to rest of 
the economies.

National policies have to be complemented 
by strong regional policies including regional 
infrastructure, ICTs, logistics and convergence 
in regulatory policies. National policies have to 
focus on labour-intensive sectors and should give 
a higher weight to the agriculture sector in order 
to bring a social upgrading rather than only an 
economic upgrading.
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ENDNOTES
1  Mega-regional trade agreements (MRTAs) are profound integration partnerships between countries often from di�erent regions; each MRTA usually 

accounts for a signi�cant share of world trade and GDP.

2 The observed high coherence is attributable to at least two e�orts namely: (1) UNDP�s mainstreaming trade project and (2) Enhanced Integrated Framework 
(EIF). The objectives of these e�orts emphasize the need for trade policy to be pro-poor. 
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1CHAPTER
RECENT ECONOMIC AND SOCIAL 
DEVELOPMENTS IN AFRICA AND 

MEDIUM-TERM PROSPECTS

Part 1:  Economic Growth, Structural Change and Social Development
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Global growth of gross domestic product (GDP)
increased marginally from 2.4 per cent in 

2013 to 2.6 per cent in 2014, thanks to the positive 
growth registered in most developed economies 
for the �rst time since 2011. Yet the worldwide 
expansion remains at risk, mainly owing to (a) virtual 
stagnation in the euro area, (b) slowing growth in 
the major emerging economies (notably China, 
Russia and the large emerging economies in Latin 
America) and (c) Japan�s stumble into recession in 
the second half of 2014. Growth in the United States 
(US) has continued to recover since 2012, reaching 

5 per cent in the last quarter of 2014, although US 
economic growth is vulnerable to contagion from 
elsewhere (box 1.1). 

Africa�s growth accelerated from 3.7 per cent in 2013 
to 3.9 per cent in 2014, which was slower than had 
been forecasted in the 2014 edition of this report. 
East and South Asia is the only region that grew 
faster than Africa, at 5.9 per cent (�gure 1.1). The 
growth was underpinned by private consumption 
and gross capital formation, supported by improved 
governance and macroeconomic management; 

Global GDP growth edged up from 2.4 per 
cent in 2013 to 2.6 per cent in 2014 (UN-
DESA, 2014b),1 supported by the prolonged 
recovery from the global �nancial crisis 
but dampened by emerging geopolitical 
tensions in West Asia and the Crimea. The 
outlook is slightly more positive, with 
growth projected to accelerate to 3.1 per 
cent in 2015.

In developed economies, growth picked up 
from 1.2 per cent in 2013 to 1.7 per cent in 
2014, driven by stronger performance in the 
major European economies. The European 
Union recorded growth of 1.3 per cent, up 
from 0 per cent in 2013, and its recovery is 
expected to continue, although slower than 
the October 2014 forecasts, with annual 
growth projected at 1.2 per cent in 2015 and 
1.4 per cent in 20162. 

The US economy grew by 2.3 per cent in 
2014, a marginal lift from 2.2 per cent in 
2013, and should climb a little higher to 
2.8 per cent in 2015. That change resulted 
from faster business investment and higher 
consumer con�dence, which is largely driven 
by improved job �gures: the unemployment 
rate declined by 0.2 percentage point to 
5.6 per cent in December 2014 and 1.1 
percentage point from 6.7 per cent in 
December 20133. In Japan, growth slid to 0.8 
per cent from 1.5 per cent in 2013 as a result 

of the imposition of a higher consumption 
tax in April 2014, which caused a surge in 
growth in the early months of the year but 
subsequently put downward pressure on 
private consumption. Growth is expected to 
pick up a shade, to 1.2 per cent, in 2015.

GDP growth in emerging and developing 
countries slowed to 4.4 per cent in 2014 
from 4.7 per cent in 2013, and it is expected 
to remain stable at 4.3 per cent in 2015. 
That stabilization is mainly the result of 
lower growth in China and its implications 
for other developing countries, geopolitical 
tensions in Russia, and continued decline 
of oil and other commodities. Regionally, 
growth was strongest in South Asia, where 
it edged up to 5.9 per cent from 5.8 per cent 
in 2013, and is expected to nudge further 
up to 6.0 per cent in 2015, largely mirroring 
stronger investment and economic activity.

Economies in transition also witnessed a 
slowdown, with real GDP growth of 0.7 
per cent, hurt by dampened growth in 
Russia resulting from the Crimean crisis 
(and associated sanctions imposed by the 
US and European Union) and the tumbling 
oil price since midyear. Growth in Russia 
reached only 0.5 per cent in 2014 compared 
to 1.2 per cent in 2013, and it is expected to 
remain unchanged in 2015. The aftermath 
of that crisis poses a threat to the economic 

performance of Russia�s trading partners, 
too, including large European economies 
such as Germany. China�s growth is expected 
to have decelerated to 7.3 per cent in 2014 
from 7.7 per cent in 2013, as the government 
holds its course towards a more service- and 
consumption-oriented economy.
Labour market performance does not 
re�ect economic recovery

Despite the marginal pickup in global 
growth, global unemployment marginally 
declined, from 6.0 per cent in 2013 to 
5.9 per cent in 20144. Unemployment 
remained high at 7.8 per cent in developed 
economies, despite slightly improved 
economic conditions in the euro area. 
Unemployment also stayed high in Africa 
and in Latin America and the Caribbean, 
with average rates of 10.1 and 6.6 per cent, 
respectively, in 2014. Youth are particularly 
a�ected, with their global unemployment 
rate reaching 13.0 per cent in 2014 and 
expected to increase to 13.1 per cent in 
2015. The unemployment rate in all regions 
is expected to remain largely unchanged in 
2015 and 2016.
In�ation is declining in developing 
countries, but de�ation is a risk in 
some developed economies

World in�ation in 2014 was unchanged 
at 3.1 per cent versus 3.0 per cent in 

BOX 1.1: THE WORLD ECONOMY IN 2014 AND IMPACTS ON AFRICA

Moderate recovery is occurring in global growth, but recovery in key emerging economies is subdued
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continued urbanization; a still-rising middle class 
that is driving aggregate demand; diversi�ed trade 
and investment ties with emerging economies; and 
tighter regional integration and trade partnerships 
in the region.

In�ation for the region slipped in 2014 and is 
expected to continue declining as a result of prudent 
monetary policies, decreasing global prices for oil 
and other commodities, and recent good harvests. 
Over the medium term, oil-importing countries 
will be the major bene�ciaries of reduced in�ation. 

In�ation due to currency depreciation in some 
countries�especially frontier market countries�
has been a concern though, prompting tighter 
monetary policy.

Africa�s �scal de�cit continued widening in 2014, 
owing both to expansionary �scal policies, as 
countries continued to spend on infrastructure, and 
to lower revenues from oil and other commodities. 
Several countries�notably Nigeria, Senegal and 
South Africa�took measures to curb public waste, 
minimize corruption and ine�ciencies, and cut 

2013 and is forecast to be 2.9 per cent in 
2015. In�ation remains low in developed 
countries, particularly in the euro area, 
where it declined to 0.7 per cent from 1.5 
per cent in 2013. Low in�ation was driven 
mostly by a weak economic recovery but 
also by shocks, such as falls in food and 
energy prices, particularly oil. Low in�ation 
in the euro area, alongside persistently high 
unemployment, presents a risk of de�ation. 
In developing economies, in�ation fell to 
5.7 per cent in 2014 from 5.8 per cent in 
2013 with, in South Asia, a steep fall to 
9.2 per cent from 14.7 per cent. In�ation 
in developing countries is expected to 
fall further to 5.4 per cent in 2015 due to 
declining global commodity prices and 
tightening monetary policies in developed 
economies.

Commodity prices are subdued

Despite the decline in commodity prices in 
2014, most of them are still relatively high, 
which bene�ts the resource-rich countries in 
Africa. The index for all commodities stayed 
at 180�185 until August, when it started to 
fall, reaching 130 in 2014 (IMF, 2015). The 
world crude oil price index rose from 193 in 
January 2014 to a peak of 204 in June before 
starting to fall steeply and reaching 114 in 
December 2014, largely re�ecting the shale 
supply boom in the US and slowing demand 
in, primarily, China. The price of food and 

agricultural raw materials did not greatly 
change from 2013, although the price 
index for beverages rose steeply from 151 in 
January 2014 to 185 in April (due to strong 
global demand for cocoa, low production 
of cocoa in the Côte d�Ivoire and Ghana, 
and the impact of droughts on co�ee prices 
in Brazil) before declining sharply and 
reaching 160 in December. Metal prices 
decreased continuously in 2014, reaching 
149 in December, despite a slight increase 
prompted by reduced supply in July and 
August.

Trade growth is sluggish

Growth in world trade stayed unimpressive 
in 2014, as export growth fell to 3.3 per cent 
from 3.8 per cent in 2013, despite improved 
export growth in developed economies. 
Export growth is expected to rise to 6.8 per 
cent in 2015 on a rebound in developing 
regions, particularly in South Asia and in 
Latin America and the Caribbean. Current 
account balances remained quite stable 
in the major economies in 2014 relative 
to 2013. In 2015, surpluses are expected 
to strengthen in Japan and the euro area, 
whereas the US account de�cit is set to 
widen, driven by a strong US dollar (IMF, 
2014). Growth in global foreign direct 
investment (FDI) was unchanged at 2.7 
per cent of GDP (EIU, 2015), although FDI 
in�ows to emerging economies have been 

on a slide, owing to improved business 
con�dence and recovery in advanced 
economies.
The medium term carries risks and 
uncertainties

The outlook for 2015 is generally positive, 
with growth accelerating globally and 
recovering in Latin America and Europe to 
2013�s rates. Whereas recovery in the major 
export markets of the European Union and 
the US is moderate, it is positive for African 
countries. Yet the outlook is uncertain, 
given the fragility of recovery in the euro 
area, declining growth in China and Russia, 
and weakening commodity prices. The 
political tensions in the Crimea and Western 
Asia present a risk to the world economy 
and may have indirect consequences for 
Africa through reduced demand from 
trading partners. The consequences of the 
�tapering� of quantitative easing measures 
in developed countries also remain 
uncertain. For example, mooted increases 
in interest rates in the US recently have 
led to capital out�ows from and currency 
depreciation in developing countries, as 
investors returned to safer assets (UN-DESA, 
2014b).
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allocations to non-essential expenditure. Revenue 
mobilization is expected to improve as some 
countries, including Ethiopia and Rwanda, continue 
to improve tax policy and collection. Africa�s �scal 
de�cit is likely to improve in 2015 and 2016 (UN-
DESA, 2015).

The continent�s current account de�cit widened 
in 2014 because of declining export earnings and 
rising imports of capital goods; the latter usually is 
a marker of increased industrial activities. Global 
demand for agricultural and mineral commodities 
weakened over the period, as supply rose. That 
trend is expected to persist in the medium term. 
With continued strong growth in infrastructure 
investment and increasing private consumption, 
imports are set to keep rising, with a slight o�setting 
e�ect from weakening currencies in most African 
countries.

Private capital in�ows are expected to remain 
strong�and even increase�in 2015 resulting from 
enhanced investor con�dence combined with an 
improved business climate and better economic 
management. FDI and remittances are expected 
to remain the dominant sources of private capital 
in�ows, although they are outweighed by huge 
illicit �nancial out�ows.

Despite the continent�s medium-term risks�
lower oil and commodity prices, slow recovery 
or decelerating growth, tighter global monetary 
policy, the Ebola outbreak (box�1.5), weather-related 
shocks and, in some countries, political instability�

its prospects are strong. Africa has enhanced 
productivity through structural transformation 
(see box 1.2), associated with its strong growth 
performance (ECA and AUC, 2013). Expanded 
intra-African trade; increased export diversi�cation 
from agricultural commodities, minerals and oil 
through value addition; and steps to promote 
industrialization and structural change should help 
consolidate its growth.

To translate that growth into sustainable, inclusive 
development, Africa has to keep improving its 
business environment, political and economic 
governance, and economic management to 
enhance productivity in sectors where it has a 
comparative advantage. That improvement entails 
addressing de�cits in infrastructure, technology and 
human capital by mobilizing domestic resources 
innovatively. Such a feat can be accomplished by, 
for example, improving public sector management, 
combating tax evasion and illicit �nancial �ows, 
deepening �nancial systems, issuing infrastructure 
bonds, and developing sovereign wealth funds. 
Finally, Africa should accelerate regional integration 
and adopt the Continental Free Trade Area to boost 
its internal trade in manufactured goods (which are 
more important for intra-African than for external 
trade; see chapters 4 and 5).

BOX 1.2: DEFINING STRUCTURAL TRANSFORMATION

Structural transformation is the de�ning characteristic of the development process. It entails the allocation of resources�especially 
new investments�from low- to high-productivity activities within and across sectors, especially the agriculture, industry and services 
sectors. Timmer et al.(2012)a stress that it is both the cause and the e�ect of economic growth, and they outline four quite relentless and 
interrelated processes that de�ne the structural transformation process: (a) a declining share of agriculture in gross domestic product 
(GDP) and employment, (b) the rapid process of urbanization as people migrate from rural to urban areas, (c) the rise of a modern 
industrial and service economy, and (d) a demographic transition from high to low rates of births and deaths. The �nal outcome of 
structural transformation is an economy and society in which agriculture as an economic activity has no distinguishing characteristics 
from other sectors, at least in terms of the productivity of labour and capital or the location of poverty.
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EXPANSION IS SET TO CONTINUE

Africa�s growth edged up from 3.7 per cent in 
2013 to 3.9�per cent in 2014, which was slower 

than had been previously estimated in the 2014 
edition of this report.5 Only the East and South Asia 
region grew faster, at 5.9 per cent (�gure 1.1). Africa�s 
GDP growth rate is expected to increase to 4.5 per 
cent and 4.8 per cent in 2015 and 2016, respectively. 
That growth is expected to be only slightly lower 
than that of the East and South Asia region, whose 
growth is expected to moderate to approximately 
6.0 per cent over 2014�2016 (�gure 1.1).6 Despite 
uncertainty in the global economy and weakening 
commodity prices, growth momentum is set to 

continue�underpinned by increasing domestic 
demand, coupled with improving regional business 
environment and macroeconomic management, 
increasing public investment�especially in 
infrastructure, a buoyant services sector and 
increasing trade and investment ties with emerging 
economies.

FIGURE 1.1: GROWTH IN EMERGING AND DEVELOPING REGIONS, 2010�2016

Source: Calculations based on UN-DESA (2014b); data for Africa exclude Libya.
Note: e�= estimate; f=forecast; GDP = gross domestic product.
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FIGURE 1.2: AFRICA�S GROWTH PERFORMANCE AND COMPONENTS OF GROWTH,  
2013�2015

Source: Calculations based on UN-DESA, 2014b, and EIU, 2014.
Note: e�= estimate; f = forecast.

FIGURE 1.3: GROWTH PERFORMANCE AND COMPONENTS OF GDP GROWTH BY AFRICAN 
ECONOMIC GROUP, 2013�2015

Source: Calculations based on UN-DESA, 2014b, and EIU, 2014.
Note: e = estimate; f = forecast. Oil importers and exporters are net importers and net exporters as de�ned in the Statistical Note. Data on growth for oil-
exporting countries exclude Libya.
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PRIVATE CONSUMPTION AND 
INVESTMENT ARE THE KEY GROWTH 
DRIVERS

African growth had a moderate contribution from 
private consumption and investment, which grew 
at 3.3 per cent and 1.6 per cent, respectively, in 2014, 
down from 3.4 per cent and 1.8 per cent in 2013. 
Growth in private consumption and investment 
(gross �xed capital formation) is expected to 
continue to drive growth, increasing from 3.3 per 
cent and 1.6 per cent in 2014 respectively, to 3.8 
per cent and 2.6 per cent in 2015, respectively 
(�gure 1.2). Growth in the former is underpinned 
by greater domestic demand due to increased 
consumer con�dence and an expanding middle 
class. Investment is driven mainly by an improved 
business environment and lower costs of doing 
business in, for example, Burkina Faso, Burundi, 
Côte d�Ivoire, Ghana, Kenya, Mauritius, Rwanda, and 
the United Republic of Tanzania (Tanzania).

Government consumption (expenditure on 
infrastructure and wages) also was an important 
driver in 2014, at 1.4 percentage points, up from 
0.5 percentage points in 2013 (see �gure 1.2). Its 
contribution is expected to decline to 0.9 percentage 
points in 2015 resulting from �scal consolidation 
measures, mostly in Central, Southern and West 
Africa. Net exports will continue their negative 
contribution, despite a slight improvement in 2014, 
because the value of the region�s exports�mainly 
commodities�is outweighed by industrial imports, 
with governments increasing infrastructure 
investments and private consumption staying 
strong. The contraction in net exports of oil-
importing countries is expected to accelerate from 
2.0 per cent  in 2014 to 2.4 per cent in 2015 (�gure 
1.3). The continued decline in oil prices and the 
expected depreciation of Africa�s currencies are 
expected to underpin that decline, underlining the 
need to add value to exports and diversify them.

FIGURE 1.4: AFRICA�S GROWTH PERFORMANCE AND COMPONENTS OF GROWTH BY 
SUBREGION, 2013�2015

 
 
Source: Calculations based on UN-DESA, 2014b, and EIU, 2014.
Note: e = estimate; f= forecast. Data on growth for North Africa exclude Libya.
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BOX 1.3: THE IMPACT OF OIL PRICE DECLINE ON AFRICA7

Since January 2000, world prices for crude oil have generally risen steeply, despite a sharp decline between July and December 2008, 
caused by the global economic slowdown (box��gure).

BOX 1.3 FIGURE 1: CRUDE OIL PRICE, JANUARY 2000�DECEMBER 2014 �US$/BARREL�

Source: IMF primary commodity price monthly data. http://www.imf.org/external/np/res/commod/index.aspx (accessed 23 January 2015).
Note: GDP = gross domestic product.

This oil-price decline had only a 
marginal positive impact on GDP in 
Africa�s oil-importing and mineral-rich 
countries�0.01 per cent and 0.02 per 
cent�and a marginal negative impact on 
its oil-exporting countries�0.17 per cent, 
emphasizing that the continent�s current 
growth comes from non-oil sectors due to 
improved macroeconomic management 
and e�ective �scal policies8. The economic 
recovery (in western countries, China and 
India since 2009), the decline in production 
of crude oil resulting from con�ict in the 
Middle East and Africa, and production 
cuts by the Organization of the Petroleum 
Exporting Countries (OPEC) in response to 
the recession pushed up crude oil prices up 
until mid-2014. Then prices declined by 29 
per cent between June and December 2014 

as a result of weak global economic activity, 
a growing use of other fuels, and the US 
shale-energy boom coupled with the 
decision by OPEC to not reduce production.

The impact of the recent decline on 
Africa�s growth is found to be marginal 
(contributing 0.03 per cent to GDP)9, 
although local currencies in, for example, 
Angola, Ghana and Nigeria will depreciate. 
Growth will not be signi�cantly a�ected 
if the price continues declining at an 
average of 8.0 per cent a month (the rate of 
decline from June to December) or less. A 
signi�cant impact is likely only if oil prices 
sink to $33.75/barrel, which might happen 
in July- through August 2015 if the price 
continues tumbling at the current rate.

The marginal e�ect on Africa may be 
attributed to growth in the non-oil sectors 
of the African economy and also the 
ability of African countries, especially oil-
exporting countries, to minimize shocks 
because they hedge themselves against 
the volatility of the crude oil price. They 
save more when the prices are higher and 
use their savings to attenuate the impact 
of a decline in crude oil prices on their 
economies.

Source: Analysis based on ECA calculations, based on 
IMF 2015 and EIU 2015 data.

Box �gure: Crude oil price, January 2000�December 2014 (US$/barrel)
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GROWTH IS EXPECTED TO INCREASE 
ACROSS ALL ECONOMIC GROUPS  

Moderate growth is expected in all the economic 
groups in 2015. Oil-exporting countries (excluding 
Libya) grew fastest, by 4.7 per cent, in 2014, from 
4.4 per cent in 2013 (�gure 1.3). Despite falling 
oil prices, growth in those economies as a group 
is expected to rise to 5.2 per cent in 2015. The 
recovery of growth in consumption and investment 
in 2015 will counter any further potential slowdown 
in growth in oil-exporting countries.

Growth of oil-importing countries is expected 
to move up a little to 3.8 per cent in 2015, after 
stagnating at 3.3 per cent in 2013 and 2014. Growth 
will be supported by low oil prices and continued 
consumer and business con�dence. Growth in 
private consumption and investment is expected to 
increase to 4.1 per cent and 2.8 per cent, respectively, 
in 2015 in those economies.

Despite the steep drop in global oil prices, the 
overall impact on Africa has been very small, unlike 
the oil price shock felt in 2008 (box 1.3).

Mineral-rich countries are expected to build on 
their growth momentum and accelerate from 3.3 
per cent in 2014 to 3.9 per cent in 2015, mainly 
because of increased investments and new mineral 
discoveries in Angola (coal), Botswana (copper, coal 
and diamonds), Ghana and Liberia (gold), Namibia 
(uranium and diamonds), Sierra Leone (iron ore and 
diamonds), and Zambia (copper). Growth across all 
economic groups will be supported by an increase 
in private consumption and investments (see �gure 
1.3), but growth in net exports and government 
consumption will continue slowing. 

GROWTH VARIES BETWEEN 
SUBREGIONS

Subregional growth variations are expected to 
continue in 2015 (�gure 1.4). GDP growth in Central 
Africa is expected to rise from 4.3 per cent in 2014 
to 4.8 per cent in 2015. Strong public spending on 
capital intensive infrastructure in Cameroon and 

the Congo and new oil and gas developments in 
Cameroon and Chad are expected to drive growth. 
However, political instability in the Central African 
Republic and labour unrest and worsening problems 
with the sole re�nery in Gabon are challenges.

Growth in East Africa is expected to increase from 
6.5 per cent in 2014 to 6.8 per cent in 2015, driven 
by Djibouti, Kenya and Uganda. Growth in Kenya, 
the subregion�s biggest economy, will bene�t from 
rapid expansion of banking, telecommunications, 
urbanization, and investment in infrastructure, 
particularly rail. Uganda�s growth will be supported 
by increasing activity in construction, �nancial 
services, transport and telecommunications. 

Growth in North Africa (excluding Libya) is expected 
to climb to 3.6 per cent in 2015 from 2.7 per cent 
in 2014, as stability consolidates in the subregion�s 
largest economy, Egypt. Growth is also expected 
to be supported by government spending on 
infrastructure, underpinned by improving political 
stability in Egypt and Tunisia, and strong growth 
in private consumption and investment. Weak 
commodity prices; tight monetary policies in 
Algeria, Egypt, Morocco and Sudan; and political 
instability in Libya may upset those forecasts.

Southern Africa�s growth is expected to accelerate 
from 2.9 per cent in 2014 to 3.6 per cent in 2015. 
Angola, Mozambique and Zambia will stay the 
fastest-growing economies. Growth will be driven 
mainly by investment in the non-diamond sector in 
Botswana, recovery in private consumption in South 
Africa, increased investment in mining and natural 
gas exploration in Mozambique, and generally by 
private consumption. A continued slowdown in oil 
and mineral prices may derail those forecasts, as 
two thirds of those countries are mineral rich or oil-
exporting.

West Africa�s growth is expected to increase 
from 5.9 per cent in 2014 to 6.2 per cent in 2015, 
although forecasters are wary of political instability 
in Mali and Nigeria�whose economy was recently 
rebased (in the process of replacing present price 
structure (base year) to compile volume measures 
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BOX 1.4: GDP REBASING AND ANALYSIS OF STRUCTURAL CHANGE

Africa�s GDP growth increase re�ected GDP rebasing primarily in Nigeria but also in Ghana, Kenya, Tanzania, Uganda and Zambia. Rebasing 
also reduced their debt-to-GDP ratios, which improved their capacity to borrow on domestic and international markets and helped to 
lift investment in their productive sectors. And as rebasing also helps to better assess economic sectors with potential to grow, resources 
targeted to those sectors could boost productivity in those countries.

Regular GDP rebasing is central to evaluating an economy�s growth and its share in world GDP. In Africa, the number of countries with 
outdated base years outnumber those with updated base years, so rebasing GDP �gures is long overdue for many countries. The six 
countries mentioned at the beginning of this box have rebased their GDP in recent years. Identifying previously unregistered activities 
through rebasing of the countries� GDP in the informal sector and the telecommunications and entertainment subsectors provides a better 
idea of their relative importance in the economy. Changes after rebasing are illustrated in the table below for Ghana.

BOX 1.4 TABLE 1: SHARE OF GDP �AT BASIC PRICES� BY SECTOR, GHANA, 2006�2010 �%�

Old series New series (rebased)
Year Agriculture Industry Services Agriculture Industry Services
2006 38.8 28.3 32.9 30.4 20.8 48.8
2007 37.6 28.2 34.2 29.1 20.7 50.2
2008 37.0 28.3 34.7 31.0 20.4 48.6
2009 37.7 27.2 35.1 31.7 18.9 49.5
2010 35.6 28.3 36.1 30.2 18.6 51.1

Source: Adapted from Table 4 of Ghana Statistical Service 2010, Information Paper on Economic Statistics: Rebasing of Ghana�s National Accounts to 
Reference Year 2006, November 2010.

Rebasing in Ghana leads not only to an overall expansion but to a structural shift towards services, as the shares of agriculture and 
industry decline. The growing evidence of structural change in Africa indicates the need for African countries to rebase their GDP to better 
understand that change. Other important e�ects of rebasing include a decline in tax- and debt-to-GDP ratios, and growth in Africa�s share 
in world GDP. Overall however the impact of rebasing on growth generally is small and depends on the number of years between revisions.
Source: ECA analysis and calculations based on speci�c country reports.

BOX 1.5: EBOLA�S NEGLIGIBLE ECONOMIC EFFECTS ON AFRICA

The three EBOLA-a�ected countries of 
Guinea, Liberia and Sierra Leone will su�er 
GDP loss, but because in 2013 the three 
countries accounted for 2.4 per cent of 
West Africa�s GDP and only 0.7 per cent of 
Africa�s GDP, the economic e�ects on West 
Africa will be minimal; on the continent, 
miniscule.

Under the LINK/WEFM (World Economy 
Forecasting Model), EBOLA in both 2014 
and 2015 will for West Africa take o� 

0.1 percentage point from GDP growth 
and for the entire continent a mere 0.02 
percentage point (for West Africa, the 
forecasts are nudged down from 5.9 per 
cent in 2014 and 6.2 per cent in 2015; for 
Africa as a whole, from 3.37 per cent and 
4.61 per cent).

An alternative simple projection forecasts 
less optimistic but broadly similar �gures. 
ECA (2014a) assumes a benchmark scenario 
in which all three countries register growth 

of 0 per cent in 2014 and 2015, whereas 
projected growth rates for the other 
African countries remain unchanged. The 
model �nds that growth projected for West 
Africa decreases by 0.19 percentage point 
in 2014 and by 0.15 percentage point in 
2015; for Africa as a whole, the loss will be 
0.05 percentage points in 2014 and 0.04 
percentage points in 2015. 

Source: ECA 2014a.
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of GDP with a new or more recent base year (box 
1.4)�and, to a small degree, the outbreak of Ebola 
virus disease (EVD) (box 1.5).

EMPLOYMENT IS YET TO PICK UP

Africa�s high growth during the past decade has 
not created the many jobs needed for its growing 
working-age population. Its limited ability to 
generate well-paying jobs in the formal sector and 
its low labour productivity have made Africa less 
competitive because of the weight of informal 
employment. Structural change (the shift of 
resources from low- to high-productivity sectors 
of the economy, i.e. productivity resulting from 
cross-sectoral rather than within-sector resource 
allocation) is believed to be the key to moving 
African economies towards higher productive 
sectors, thereby boosting job creation and 
reducing the informal sector. The bulk of the labour 

force has moved from agriculture to industry and 
services over the past decade, but that change 
has not occurred quickly enough to reduce youth 
unemployment (which most of South-East Asia 
accomplished). Still, the labour market shows some 
progress: Africa�s employment-to-population ratio 
is among the highest globally, second only to East 
and South Asia (chapter 2).

Employment in Africa grew at an annual average 
of 2.9 per cent from 1991 to 2012, higher than in 
other emerging and developing regions, such as 
Latin America and the Caribbean (2.5 per cent); East 
and South Asia (1.4 per cent); and South-Eastern 
Europe (0.9 per cent). Moreover, the employment-
to-population ratio rose from 61.3 per cent in 1991�
1995 to 62.6 per cent in 2006�2012 in Africa, the 
biggest increase among the regions except Latin 
America and the Caribbean (�gure 1.5).

FIGURE 1.5: EMPLOYMENT�TO�POPULATION RATIOS IN EMERGING AND DEVELOPING 
REGIONS, 1991�2012

Source: Calculations based on ILO, 2014.

FIGURE 1.5: EMPLOYMENT-TO-POPULATION RATIOS IN EMERGING AND DEVELOPING REGIONS, 
1991–2012

0

10

20

30

40

50

60

70

1991-1995 1996-2000 2001-2005 2006-2012 1991-2012

Em
pl

oy
m

en
t

to
po

pu
la

tio
n 

ra
tio

 (%
)

Yearly groups

Africa East and South Asia Latin America South-Eastern Europe



United Nations Economic Commission for Africa

12

FIGURE 1.6: INFLATION RATE BY ECONOMIC GROUP, 2010�2016

Source: Calculations based on UN-DESA, 2014.
Note: e = estimate; f = forecast.

INFLATIONARY PRESSURE STAYS 
SUBDUED

In�ation in Africa is expected to continue on its 
downward trend since 2012, stabilizing at 6.9 per 
cent between 2014 and 2015 and decelerating to 
6.7 per cent in 2016 (�gure 1.6).

Oil-exporting countries are expected to experience 
an increase in in�ation in 2015 before the rate tips 
down a little in 2016. Exchange rate depreciation 
is observed to be the main driver of rising in�ation 
among oil-exporting countries with marginal 
e�ects on oil-importing and mineral-rich countries 
(�gure 1.7), which could be attributed to the 
e�ects of the deteriorating oil and commodity 
prices on the global market. However, the e�ect 
is more pronounced in oil-exporting than mineral 
rich countries with a mild impact on oil-importing 
countries.

  
At the subregional level, Central Africa is expected 
to experience the lowest in�ation, mainly because 
of the common monetary policy in most of its 
countries (their common currency, the CFA franc, is 
pegged to the euro) (�gure 1.8). In Southern Africa, 
in�ation is projected to edge down from 6.2� per 
cent in 2014 to 6.0� per cent in 2015, mainly as a 
result of lower oil and global food prices, as well as 
the improved domestic food supply in Malawi and 
Zambia, a tight monetary policy in Lesotho and 
South Africa, and appreciation of local currencies in 
Botswana and Zambia.

In East and West Africa, in�ation is forecast to 
increase from 5.9 per cent and 7.6 per cent, 
respectively, in 2014 to 6.1 per cent and 8.8 per cent 
in 2015. In Kenya�East Africa�s largest economy�
in�ation will be driven by the outcome of the rainy 
season, and in Tanzania by a weakening shilling and 
rising electricity prices. Kenya�s central bank has kept 
rates unchanged since 2012 but is expected to raise 

FIGURE 1.6: INFLATION RATE BY ECONOMIC GROUP, 2010�2016
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