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Abstract

The “Africa Is Rising Story” is the theme of thepaa. A lot of myths
are prevalent on African growth and developmentd athne
international consulting companies play a rolehis.tSome of these
myths are discussed in this paper on the basigaiimgs of major
international consultancy reports, like McKinsey,
PricewaterhouseCoopers, Roland Berger, The Bostonsulting
Group, Ernst & Young, Bain & Company, ATKearney, M8,
Deloitte, and many others. These international glbascy companies
have a decisive influence on foreign investors ifiricA, on
multinationals doing business in Africa, but also governments, on
private local businesses in Africa, and, last bat least, also on
donors who are engaged in Africa.

Some of these myths are discussed in this papecamgonted with
facts and realities (Africa as a continent of topvgers; Africa as a
continent of booming economic sectors and of exp@ndonsumer
classes; Africa as a continent with an increasinmimer of globally
competitive enterprises; Africa as a continent gapy the
“demographic dividend” and the advantages of thgital economy”;
and Africa as a continent with an emerging middiss which is
taking up developmental roles). Also the methodicligframe of
these international consultancy reports is consiflerThere is
reference to the background and the motivatiorhe$é¢ companies to
write on Africa, to their methodologies and analgtiapproaches, to
their functional importance for investors and gowveents, and to the

' This Extended Note is based on an input to anrrat®nal consulting
assignment in January 2014.
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spread of the messages all over Africa and throuighiine
development community.

The intention of the paper is it to provide a frafoea more critical
assessment of such reports as they are circulditedea the world
press and are written so as to influence not anlgstors but also key
political decision-makers.

Zusammenfassung

Afrika wird in den letzten Jahren immer wieder dsomender
Kontinent mit riesigen Wachstums- und Investitidrestcen
portraitiert, und als ein Kontinent mit einigen sebhnell wachsenden
Landern (Afrikanische Lowen und Afrikanische TigeMythen
spielen bei der Interpretation von Wachstum undwiekiung in
Afrika eine grol3e Rolle, und diese Uberlagern zamsd Fakten und
Realitaten. Wo nahm diese ,Africa Rising Story* mfrikanischen
Lowen“ und ,Afrikanischen Tigern* ihren Ausgangspad Welche
Hintergrinde gibt es daflr? Eine besondere Rolla Gder
Mythenbildung spielen dabei die internationalen
Consultingunternehmen mit ihren AfrikaberichtenrsoaNamen wie
McKinsey, PricewaterhouseCoopers, Roland Berger,in B&
Company, The Boston Consulting Group, Ernst & Yaqung
ATKearney, KPMG, Deloitte, und viele andere. Didéseternehmen
haben starken Einfluss auf die auslandischen lovest auf die
Multinationalen Unternehmen, die in Afrika Gesckéaftachen, aber
auch auf die Regierungen, die lokale Privatwirtéicha Afrika und
schlieBlichn  auch auf die multilaterale und bilakera
Entwicklungszusammenarbeit.

Einige dieser Mythen werden in der Studie diskutigrd mit Fakten
und Realitdten konfrontiert (Afrika sei ein Kontitevon besonders
schnell wachsenden Landern; Afrika sei ein Kontimaiht boomenden
Wirtschaftssektoren und schnell expandierenden
Konsumentenklassen; Afrika sei ein Kontinent miteziwachsenden
Zahl von global agierenden und international wetdrdsfahigen
Unternehmen; Afrika sei ein Kontinent, der zunehdhéelie Vorteile
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der ,demographischen Dividende“ und der ,digitalBevolution*

ausschopfen kdnne; und Afrika sei ein Kontinentemer zunehmend
entwicklungsforderlich agierenden afrikanischentéilasse). Auch
die methodischen Grundlagen der Berichte diesegrnationalen
Consultingunternehmen werden geprift. Es wird aeifHintergrinde
und die Motivationen bei der Erstellung dieser Blate, auf die
methodischen und analytischen Ansatze, auf die tiomile

Bedeutung der Berichte fir Investoren und Regiesnngind auf die
Art der Verbreitung der Messages in Afrika und imalbbglen Kontext
eingegangen.

Mit dieser Studie soll ein Rahmen flr die kritische
Auseinandersetzung mit den Afrikaberichten der rivdggonalen
Consultingunternehmen prasentiert werden. Diewiishitig, weil die
Inhalte dieser Afrikaberichte sehr schnell von défeltpresse
aufgenommen und so die potentiellen Investoren wndhtige
politische Entscheidungstrager gezielt beeinflussten.

Introduction

It is necessary to analyse the major internati@oalsultancy reports
on the theme of “Africa Rising”. These many repogse an

impression of the thinking of these internationahsultancy firms,

their methodologies to analyse prospects and clsamgéfrica, and

they also highlight the role in international advig services. In these
reports and in the economics journals and newspapiich are

reporting on them we find interesting facts andufess about Africa,
but also projections and trends which need a afiaoalytical review.

Africa is presented as a booming continent, asrgireent of chances,
as a continent telling a new consumer story confiparep emerging
Asia, and as a location for growing internatiomsfdstment.

The focus in these reports is on countries, onoregion dynamic
economic sectors, on consumer classes by househodanes, on
regional and global African business champions, emnmployment



prospects and education profiles, on shortageskitié $or further
growth, on the probability of capturing the “demaginic dividend”,
and on the prospects and the role of the emergiddlenclasses. The
methodologies applied in these reports are quiterdnt as are the
definitions used. Sometimes the analytical appraoadiidden behind
facts and trends. Therefore it is not easy to etaland to compare
the predictions and projections contained in thieperts.

In a further studYall these reports on Africa are considered in fgrea
detail and relevant background information is givdét in this
Extended Note some important arguments are evalusiethat the
reader gets an impression of the way the internati@onsultancy
companies argue, the ideologies behind and the riaopoe of the
analyses and predictions for international busimetssests in Africa.

It is also of interest to see how the internaticc@isultancy business
looks at governance and politics as factors impgcbn business
prospects.

Myths and Realities I: Africa is a Continent of “Top Growers”

Every day we find in the international press nestsliof rapidly
growing countries in Africa (termed as “top growfsSome of these
countries are labelled as African Lions (in mosses), others as
African Tigers (like Ethiopia, Zambia and Ghahdjhe implication is
that the African Tigers have characteristics ofcspeular growth.
Even countries like South Sudan and the Democi&public of
Congo are mentioned as top growers (ignoring qeets of fragility
and the causes of the sudden growth, such as ith S8wdan the

* How International Consultancy Companies Look atioaf — On Myths and
Realities in Assessing Africa’s Growth and Develemtn(\Wohimuth 2014)

* See some of these influential news reports oncAi top growers in: The
Economist, November 82013, November ™ 2013, January"62011, ALM
2013, Ventures Africa, August 6, 2012,

> See on Ethiopia DBR 2014b, on Zambia Pater &3, and on Ghana SDN
2012



colla;%se of the oil production in 2012 and the iphntesumption in
2013y.

When reading these major international consultalepprts one can
find a great number of top growers although theorsphave their
own list so that different countries are mentionéds so that most of
the African countries are mentioned with actual potential high
growth rates. But, the methodologies to identifp growers are so
different. We find projections for the coming yeprojections for the
coming two to four years, but we also find analysethe more recent
growth performance of countries (by looking at pds of favourable
commodity prices which were impacting positively Africa). There
Is a look in these reports at resource-rich andue-poor African
countries, at African sub-regions, at groups ofigsin countries with
similar characteristics (income level, structure pfoduction,
openness, etc.), but they all use different selratiiterid. There are
also lists of countries based on specific critesiagh as the wealth per
capita (NWW 2013), the growth of the number of milkires in
African countries (so Ethiopia is mentioned as fhstest growing
country in this respect; see The Guardian, Wednedd®ecember
2013), or the growth of the number and the size¢hef mining and
investment contracts in African countries (KPMG 2012014a,
2014Db).

A different approach is needed to find out the édn countries with
sustainable and inclusive growth. The sheer loak@ath rates is not
relevant for understanding business opportunitieé\frica; and the
identification of African Lions and African Tigelis not helping the
investor to form his expectations. A look at thefpenance and the
characteristics of the African countries in ternfs“imclusive and

sustainable growth” is needed. Which African comstr have

characteristics of inclusive and sustainable growth the sense of

® While The Economist November §uts South Sudan as the top grower
number one for 2014, GRI 2013 has among the listhef10 African Lions
countries such as the DR of Congo.

" These methodological differences in selectingdopvers can be seen when
looking at reports from Mc Kinsey 2010, BCG 2010Bm® 2013, Deloitte
2013a, Ernst Young 2013, GSR 2010, and RBSC 2012



basic levels of human development, basic infratires for
competitiveness, basic systems of coherent andtefegovernance,
and basic conditions for the absorption of modeaomhology (internet
and networking)? A look at ten important internatibdevelopment
indexes (from UNDP’s Human Development Index to Wdsank’s
Ease of Doing Business Index and also to the Ibralidex of
African Governance) allows it to compare the sca@med the ranks of
African countrie& The results are that only thirteen African coigstr
have scores and ranks which qualify them as casm#&#ndowed with
some characteristics of inclusive and sustainataesy.

These countries are (in the following order): M&us, Seychelles,
South Africa, Botswana, Tunisia, Cape Verde, Moopchamibia,
Egypt, Ghana, Algeria, Gabon, and Libya. Some e$¢hcountries are
not found on the popular lists of top growers, hlitof them have
some characteristics of inclusive and sustainaltevtlp. This is
iImportant as only in these countries the small amedium sized
companies (SMEs) have a chance to become formalszeas to be
able get finance from the formal finance system androw and to
diversify in conditions of functioning legal and\gnance systems).
However, some of these thirteen countries aredsémonomies which
can much easier build sustainable economic, compaad political
institutions (Mauritius, Seychelles, and Cape Ver@&me countries
are from the North Africa region (Morocco, Egyptinisia, Algeria,
and Libya); while some of these countries havdhatrhoment severe
political problems, the lack of regional integratibetween all of them

® These indexes are: HDI/Human Development Index/Gghder Inequality
Index; MPI/Multidimensional Poverty Index; KOF-IOGDF Index of
Globalisation; GCR/Global Competitiveness ReportniRags; DB/Doing
Business Rankings; [1IAG/Ibrahim Index of African ¥®&onance,
PIA/Performance Index AfricaNRI (Networked Readiness Index): TI-CPI/
Transparency International-Corruption Perceptiomslek 2013; PIA was
included although only covering Sub-Saharan Africéo three human
development indexes, three competitiveness/gladiadiz indexes, three
governance/transparency indexes and a performade Africa give a picture
of inclusive and sustainable growth in Africa. Tiesdone by comparing the
rankings for African countries for these 10 indexese on details Wohlmuth
2014).
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IS a serious constraint for structural transforomatifor production and
trade diversification and for the expansion of neask Some of these
countries are located in Southern Africa (Southiggfr Namibia, and
Botswana); also these countries have severe stalicemployment
and distributive problems, especially so South @&sfrvith negative
spillover effects on the region. Two countries (Ghand Gabon)
only are in the West Africa region and there as® alkeptical reports
on the foundations of growth in these two countfessociated with
oil and gas and corruption/governance issues) V&gt Africa, but
mainly the Central Africa and East Africa regionsre a
underrepresented among the list of these thirteentdes. There are
rare critical voices on such popular lists (suchAf&sca Confidential
2014, Compare Afrique February 15, 2013, Mega Md@&/2014,
and Kappel 2014 who comes to a quite similar listsoccessful
African countries as this paper, but based on fipemiteria of the
Performance Index Africa).

Other African countries are weak on most of the dewelopment
indexes, like Nigeria, or are weak on human develut and

governance indexes like Kenya (although Kenya liprsingly strong

with regard of competitiveness and technology ird¢xSome other
countries which are often mentioned as top grovwkkse Ethiopia,

Mozambique, Senegal, Rwanda, Lesotho, and Zamdc&)favorable
(middle) positions on many of these internationavelopment
indexes (despite of relatively good ranks with rdgaf some of the
indexes). The myth of Africa as a continent of gypwers is widely
prevalent now but the facts as measured by devaopindexes are
telling different stories. More important than laad at high growth

rates is it to look at sources of growth, at cand# of growth, at
episodes of growth, at the sustainability of growdnd at the
inclusiveness of growth. This is so also becausthefnew trend of
rebasing and recalculating the African GDP andAtfiecan per capita
GDP (see Jerven 2010 on these issues). This tendlbo to do with
strategies to impact on investors’ perceptionshefdrowth prospects
in Africa.
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Myths and Realities II: Africa is a Continent which is shaped by
Dynamic Economic Sectors and by Rapidly Expanding @sumer
Classes

In these international consultancy reports onefocaha discussion of
the business opportunities in Africa in the decattescome. The
leading sectors of African growth are identifiedddrased on certain
assumptions one can find projections up to 202000 or even to
2050 and 2060. Four sectors are mentioned by Megins
(McKinsey2010) and by most of the others — the oorex sector (or
consumer-facing industries as  including  tourism  and
telecommunications) as the number one, the resswgeetor as the
number two, agriculture as the sector number traed,infrastructure
as the sector number four.

Agriculture and Infrastructure are considered as d@ctors with the
greatest growth potential, but all depends on thamitment of the
African governments to honour their own plans anabjgets.
Examples are the plans for agricultural developnseich as CAADP
(Comprehensive Africa Agriculture Development Peogme) as
agreed in the context of the African Union/NEPAILiatives and the
Africa Infrastructure, Transportation and Logistizsvelopment plans
to build up road, telecommunications and energsastfucture within
countries but also across the borders so as to thek Regional
Economic Communities (RECs). Both programmes shuoat there
are delays in implementation and that in some Africountries the
commitment of governments is rather weak. Whilesnest of the
international consultancy companies in businessouppities in
agriculture and agro-industries is quite limiteegkgson agriculture
DBR 2014a and ATKearney 2014b), infrastructure tbaspriority for
the international consulting companies. The inteonal consultancy
business is looking with great expectations to fleistor and analyses
the drivers, also based on global megatrends (quacis of global
megatrends on Africa see RBSC 2011, 2012 and aasimficture of
all types see ICA 2013, McKinsey 2013, PwC 2013ial AfDB et al.
2013a).
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Also with regard of the development of consumeirigandustries

and of the natural resources sectors (sectors mhéna in McKinsey

2010) the assumptions in the international consajtareports are
heroic as it is assumed that announced mining drahd gas projects
will be executed (by involved firms and resouragircountries) and
that the speed of urbanization and income growth ¢bnsumer
classes with discretionary income) will allow a tfagrowth of

consumption spending and a rapid development adrsogrket chains
all over the continent. These assumptions are tees many
announced mining and oil and gas projects in Afrieaver are
materialized or on a much smaller scale. With régaf the

development of supermarkets in urban Africa theptatans of the
local food economy in Africa to this spread are cmsidered (see on
this transformation Abrahams 2010). On this basisKMsey

(McKinsey 2010) comes to a US$ 2.6 trillion reverhase by 2020
for these four sectors. It is not made clear wipolicies have to be
followed in order to make possible such growth sateneither the
private sector development policies nor the puldievelopment
policies are outlined in these reports in suffitieletail. Also, the

projections for the four sectors (consumer, naturasources,
agriculture, and infrastructure) are highly aggtedaand cannot be
cross-checked on a country or sub-region basis.

Some of the reports (like the ones by Roland Berg&SC 2011,
2012) emphasize the impacts of global megatrend&foca, arguing
that these global megatrends add to the opporégnikiat Africa will

be able to exploit. The global megatrends of “catingy” (by

mobile phones applied to all economic sectors),ar@ty of

resources” (leading to innovative solutions in @tlonomic sectors)
and “adaptation to climate change” (with investrsetat mitigate and
to adapt to climate change in various sectors) gile Africa the
chance to leapfrog in technology while saving hag®unts of money
on fixed communication lines, on huge power staicand on
expensive climate change mitigation and adaptatorestments.
However, one should not expect too much in termshef positive
global impacts on Africa (the negative impacts ac¢ mentioned:
technological dependency of Africa and cost of tedbgies,
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repercussions of pollution and market power on d&friand large-
scale environmental destruction by natural resoerp®rtation).

Indeed, an increasing use of mobile phones doeswalome
leapfrogging by avoiding large fixed line costs dnydenabling many
small producers and low-income consumers to conngith

information providers so as to make business plessilso in new
niches of activity and to facilitate more informemnsumption
spending by African households. However, there hmngts to

leapfrogging as large-scale infrastructure is nded®r the

development of key economic sectors and in ordecdonect the
African countries and the African Regional Econor@iommunities
(RECs) for generating larger markets. Also, leapding has
preconditions and also has cost. Extended R&D stfuature and
adapted tertiary education systems are the baseagdplying such
technologies on a broader scale. Other interndti@oasultancy
reports assume that the “demographic transitiordl & through in
Africa by 2035 so that Africa can benefit from th@emographic
dividend” (McKinsey 2012b taken as an example). nCheut only
then, the growth of the consumer classes with eiggrary income is
solidly based on an increasing share of the worldgg population
(15-64 years) relative to the share of the depeangersons (children
under 15 years). However, the key assumptions &mtucing the
“demographic dividend” in Africa are not mentionghkat the growing
labour force gets stable employment chances arichttegoted tertiary
education systems are provided by deep reforms)odk at the
unemployment rates of young people (15-24) an@miary education
graduates and a look at the overall unemploymedtpmverty rates
show that these conditions of a successful dembgraansition
towards capturing the “demographic dividend” arefadilled widely

(see AfDB et al. 2012, The Economist, March 8014, and the
discussion below). The increases of vulnerable eympént and of
unemployment and poverty in Africa are factors whace limiting the
expansion of markets (McKinsey 2012b and WEF 20ddlmot deny
these facts, but argue that business action andatprisector
development can be strengthened so as to overdwmsttiation). So,
the growth of the consumer classes with discretipmacomes may
become ultimately Dblocked. Heroic assumptions conog
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“leapfrogging” and “capturing the demographic desdl” are only
two in a long list found in the context of analygithe Africa Rising
story (Wohlmuth 2014).

Also, it is not clear which part of the cake ($ &iion revenues for
the four sectors in 2020) will be absorbed by ddimoes
industrialisation and which part of the cake wilbnte through
regional and international imports. It is also roear what the
implications are for the competitiveness of firmsAfrica (and so for
employment). Severe staff shortages of the domdstias (with
regard of all these four sectors) are a burderdémelopment. Only
implicitly the international consultancy compangige advice on the
supply and demand issues of skills needed for Akigrowth (see
Wohimuth 2014 and Mega Media 19/3/2014). The tgrteducation
sector in Africa does not provide enough skilleolar for these
sectors — enrolments and graduations in agricylteregineering,
health, IT, tourism, marketing and management, iangarious fields
of services are not corresponding to demand; tha&sas are
undersupplied by colleges and universities in Afrisee AfDB et al.
2012 and World Bank 2009). Structural changes ef d¢ducation
systems are overdue, and part of any strategy fuEa the
“demographic dividend”. By the way, the huge intdronal
consulting companies recruit most talented Africaff and give
advice to public and private institutions which a@arce of skilled
staff (see as an example the ambitious strategy Affsica by
PricewaterhouseCoopers: PwC 2011).

These reports (by McKinsey 2010 and by many othedentify
distinct consumer classes and the characteristitiseoconsumers in
these classes — of special interest are the comstlasses between the

° International consultancy companies investigatéo irmll aspects and

characteristics of the African consumer, not onbpoking at the distinct
consumer classes. This is based on the view tinaall'ss big”, that also small
budget shares of the African consumer for brandeddg add up to big
volumes; see on all these aspects and charaateradtithe African consumer:
Accenture 2011, ATKearney 2014a, Bain & Company22012012b, BCG
2013a and BCG 2013c, Booz/Allen/Hamilton 2012, De4a2013c, Deloitte N.
D., Euromonitor International 2013, McKinsey 201Z2ayC 2013-2014, PwC
2013a, and RBSC 2012.
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classes of the poor/the destitute consumers anccldsses of the
rich/the global consumers. Various consumer classédse middle of
the income pyramid are identified (McKinsey 201liKe the already
established “consuming middle class”, the “emergiagsumers”, and
the consumers with “basic consumer needs”. Thesfaswn middle
class consumers although the wupper class consumsieosy a

tremendous income and wealth growth as revealethdéygrowth in

numbers and wealth of African billionaires and roikires (see
Ventures Africa, October 9, 2013 on the richestptedn Africa, and

Ventures Africa, December 11, 2013 on new incoma&ces of the
millionaires). The spectacular growth of billioresrand millionaires
as reported also in the New World Wealth Statigidg/W 2013) has
deep implications for Africa’s future developmentéchuse of the
accelerated trends of capital flight, the explodiegels of luxury

consumption, and the role of them as powerful actorinfluencing

African governments and their policies and politi€ae blocking of
public redistributive policies by them has deep acts, with

consequences also for the middle class consumets fan the

consumption base of the destitute. The calculatioine dynamics of
the consumer classes and their spending poweresetlbonsultancy
reports is not really convincing; it is not at allear how the
discretionary spending power will develop and howill be shared
between the middle classes and the upper classesufiper class
consumers are labelled as “globals” in McKinsey@0T he declining
shares of the consumers with “basic consumer neadd” of the

“destitute” in overall spending power (accordingMaKinsey 2010)

may be the result of premature assessments as &tpossible even
before 2020.

There is not enough evidence from inequality messand measures
of living standards so as to be able to acceptpicture of such
positive trends with regard of the consumption poiwe household
income brackets. Technical issues (like the PPEHasing Power
Parity calculations) and structural issues (like lieterogeneity of the
middle class consumers) add to the problems ofepéon and
assessment. The reports also look at the Africaddiei class
consumer in a rather stereotypical way, by assurthiatthe African
consumer has certain consumption attitudes andfgpeansumption
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behaviours. On this basis the expectations of bovesn consumer-
facing industries can best be realised by concemgrébusiness in

large urban growth centres with already high andreasing

purchasing power. The African consumer in thesgelaspending

zones (of large cities and large sub-urban arsdspked at as brand-
minded, as technology-conscious, as flexible anabtaible, and as
responding quickly to market signals and to innmvest in products

and marketing channels (as an example for thisyaisabf the African

consumer see McKinsey 2012a). So, the “typical o&ini consumer”
In these reports is not at all reflecting the déeeand rapidly changing
social structure in African countries.

Myths and Realities Ill: Africa is a Continent of even Globally
Competitive Business Champions

We find in the business newspapers which are wribin Africa many
lists of African business champions. Also the Wdttbnomic Forum
reports on such ventures called Africa’'s Global @b Companies
(WEF 2014a). The Boston Consulting Group (BCG) sntified
forty so-called “African Challengers” (BCG 2010), hw are
companies and banks in Africa meeting three maitera (double
digit revenue growth over the last five years, amvwag on the stage
of globalization, and meeting a minimum sales tuanfsize
threshold). These companies are located in SouihaAf18), in Egypt
(7) and in Morocco (6). Only few of these comparaes present in
other African countries (2 in Nigeria, 2 in Tunisiin Angola, 2 in
Algeria, and 1 in Togo). Obviously there exists mal# group of
highly competitive companies in a few African caued, and these
companies are also moving up the “globalizationdé&atl — from
“master executors” to “multiregional operators” arthen to
“international players”, although these moves impan ever
increasing demand for qualified staff which is arse resource. In
another study The Boston Consulting Group (see BRG@®, and for a
more recent list BCG 2013b) identifies the hundrnedst dynamic
corporations and banks in developing countries,civhare labelled
“Global Challengers”. Africa has (BCG 2009, BCG 2plonly 6
Global Challengers (5 in South Africa and 1 in ByyWhile the
“African Challengers” are able to restructure awodttansform the
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African markets, the “Global Challengers” have sachimpact at the
global level and are already empowered to competieta cooperate
with global multinationals.

While the Global Challengers in Africa are alreastiyong in building
capabilities and in mobilizing human resources, tAdrican
Challengers are involving increasingly local anteinational talent
for their globalized businesses. So, the range ahpetitive and
globalizing companies and firms is limited to atgusmall number of
firms originating from few African countries, antiet presence of
South Africa is overwhelming. Countries like Nigeriare
underrepresented in such lists what correspondghéo missing
characteristics of “inclusive growth” for this cdmn While the
business areas of the African Challengers are sified, agriculture
and agro-industry corporations are underrepresenrteithe list of the
forty. Financial services; mining and natural rases; technology,
media and telecommunications; and internationalstamg are the
main business areas. Agriculture and related matwifag firms are
not strong on these lists despite of the assumegbamtive advantage
of Africa in agriculture and agribusinesses. Insteconsultancy
reports one cannot find any predictions on the ¢gimawthe number of
such enterprises and on the growth of such compamiether African
countries. It would be important to know which tm@in constraints
are (skills, technology, management, size of theketa speed of
internationalization, ownership advantages, et€the BCG (BCG
2013) only emphasizes the need for building cajtedsiimore quickly
and more systematically, a deeper post-merger raieg process,
and a better stakeholder management.

The landscape in Africa with regard of companied banks is quite
heterogeneous. The list presented annually by ThéaA Report

identifies the 500 largest companies and the 20§e&t banks in
Africa (The Africa Report, February 2013; The A#&icReport,

September 2013). However, the lists contain congzaaind banks
with quite different business record. In order &® some of these
companies and banks catching up to the groupsratakf Challengers
and Global Challengers substantial reforms wouldnbeessary —
limiting the influence of the governments on entisgs, pursuing
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careful privatizations and re-privatizations, amélaing the firms by
pro-active state action to move up the globalizatiadder. Many
public policy areas (reforming financial systemaxdtion systems,
medium-term public finance strategies, competitipaolicies, and
science, technology, and innovation policies) wagéd restructuring
in order to allow such changes to happen. So fa, tumber of
countries where such pro-active policies are imgleted is small;
even the thirteen countries with some charactesisof inclusive
growth could do much more. The international cotasudy reports are
quite silent on such issues; it may be becausgldi@al multinationals
are their main customers.

A major problem is it that many of these firms avened by the state
or are connected to the state class of politiciand bureaucrats,
especially in sectors such as mining, oil and gad,construction. We
see that the “upper class” business interests armaindting the

“middle class” business interests although theegméneurial spirit of
the “middle class(es)” is emphasized in many repoftom

international consultancy companies. The “upperslabusiness
interests are controlled by a rapidly growing numbg billionaires

and millionaires in Africa (see on these trendsbesr2013; Ventures
Africa, October 9, 2013; and NWW 2013). Their besis activities
are increasing rapidly but are to a large extentneoted with

government contracts and licences in sectors ssiclataral resources,
finance, construction, but also services, medilectamnmunications
and advanced technologies. However, beside oftyipie of “upper

class” business (organized around groups of compaassociated
with dynasties of billionaires and millionaires)odimer type of “upper
class” business is emerging: competitive compawigsh are owned
by independent and innovative millionaires and withks to

technology sectors and to international financeeanerging (see the
report in Ventures Africa, December 11, 2013, alsd ather articles
in the magazine). Some of these companies growrarp fmiddle

class” ranks, others from former “upper class” amtions. These
companies from independent and innovative millicesiare not
related to traditional forms of wealth generati@md many more
African countries, like Uganda, Tanzania, Mozambignd Zambia,
are involved as a home base of such companies.eTtmmpanies
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work increasingly in new business fields (IT, seed, and media).
However, the major gap remains with regard of “rfeddlass”

entrepreneurs in Africa despite of the claims of tempowered
African middle classes”. Middle class entreprenkigrsn Africa is to

a large extent survival entrepreneurship and nawtr-oriented
entrepreneurship (see Berner/Gomez/Knorringa 2012 this

important distinction). An agenda for supporting rvéal

entrepreneurship has to be built around the logic sorvival

entrepreneurship and should not assume that the twfggrowth-

oriented entrepreneurship prevails. Internatior@isaltancy reports
do not distinguish among these types of businegsrina (see GEC
2012, and Omidyar Network 2013).

The greatest gap in terms of the structure of prig&s in Africa is in
the range of formalized small and medium enterpr{(SMES). Africa
has according to some estimates around 5 millioallsamd medium
companies (SMEs), more than 13 million formalize8MWEs (Micro,
Small and Medium Enterprises) and many more infoMBMES, but
the growth of such firms to become larger firmshwitore than 250
employees is limited all over Africa (see on sudtineates WEF
2014a and Kushnir et al. 2010). This is so degyfite quite dynamic
African entrepreneurship base (GEC 2012, and OmidNetwork
2013) and a relatively high attractiveness of Adrifor foreign
investors (Ernst & Young 2013). There is still agaugap in Africa
between the rather small group of large formalizethpanies at the
top and the very large number of formalized andnmial micro, small
and medium enterprises (MSMEs) at the bottom. Timéssing
middle” in size and degree of formalization/regigatis prevailing
widely. Meant in this context are companies witl® 26 500 and 1000
employees, called “Mittelstand” in Germany. There &arriers to
grow up to this range of company sizes. It is s tnly in countries
with characteristics of inclusive and sustainablewgh the basic
conditions for the growth of formalized enterprisa® given, and
according to the evaluation in this paper these @ik thirteen
countries in Africa. So the formalized SMEs playoée in Ghana, in
Mauritius and in South Africa, and to some extels#oan other
countries of this small group of African countri@gh characteristics
of inclusive and sustainable growth. In the manheot African
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countries SMEs mostly work on an informal basis hwiimited

potentials for expansion and also formalized SMEmain small.

Some hope for the SMEs is seen by internationalsutamcy

companies through the large-scale expansion ofpi@h & logistics

services and telecommunication & IT services, aslisfirms need

such an infrastructure and their services to expaee on the new
prospects for the small firms in Africa: BusinesgpRBrt (on the
DHL/IHS study), April 23, 2014; McKinsey 2013; aftwC 2013a).
Again, all this is not so relevant for survival mstreneurship, but for
growth-oriented entrepreneurship. And the inteowai consulting
companies are not dealing with survival entreprestap.

McKinsey and other international consultancy conmgan(see
especially McKinsey 2013) refer to the “new spigdming from the
increasing internet presence in African countriéemething like a
revolution for businesses and entrepreneurs isigiegt] with impacts
on employment and development. It is argued thtdrmet has the
potential to create “stable employment” (based ageg and salaries
employment and business ownership) in six sectdirsancial
services, education, health, retail, agricultuneg government). On
this basis new prospects for employment and erngurship are
anticipated. The basis for the formation of firnms these business
areas and for the creation of additional and stébt¢ vulnerable)
employment in many African countries is considerad very
favorable (McKinsey 2013, McKinsey 2012blx. is argued that by
Internet access firms become more competitive, thahy more
consumers can be reached, that markets are betteected and are
expanding, and that information is spread much nouekly. Also,
many more African countries will be able to expleritrepreneurial
opportunities, such as Kenya, Senegal, and Came(bdlmkKinsey
2013). Huge productivity gains and large increasés (stable)
employment are anticipated in these “lions go digipredictions, but
to capture these technology-related productivityngaa complete
overhaul of the tertiary education systems is retpte So far, the
reforms of the tertiary education systems are ngbtlemented as
planned, despite of some interesting initiative$D® et al. 2012;
World Bank 2009; Mega Media 2014). Mismatches betwdemand
and supply of graduates limit the “digital revodrif (see AfDB et al.
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2012 on comparative data for Africa, the OECD ragiand other
developing regions). While the potentials for ITsbd businesses are
great, the limited supply of graduates (in IT, emgring, agriculture,
health, services, marketing, tourism and managena sciences)
limits the absorption of new technologies, the toga of stable
employment, entrepreneurship development and thergamce of
start-up firms. The mismatch between demand andlgupth regard
of the output of the African tertiary education tgyss leads to an
underutilization of all these opportunities, alsothe countries with
characteristics of inclusive and sustainable growtteither the
Important traditional employment sectors (agricdtugovernment
and manufacturing) nor the new employment sectdrddgistics and
finance) are served by the prevailing tertiary edion systems. Also,
IT firms in Africa serve the end consumer more thamn firms so that
even outsourcing to other regions takes place. fbhas on SMEs
should be promoted by government and the IT comiynuiself
(obviously AfriLabs is moving in this direction; esd’he New Africa,
November 2, 2013). Therefore, many policy areasication policy
and economic policy) have to be adjusted drasyicallas to support a
wave of startup companies in Africa as well as fhog sufficient
transitional support for survival firms and growdghented firms.

While Africa has some successful business champmodsa number
of already globalized large enterprises, the gawden the rather few
large formalized companies and the many informal fmmmal micro,

small and medium enterprises is not closing — amchdlized small

and medium companies are still rare in many Africanntries. The
large, competitive and globalized firms are locatedy in a few

African countries, and such firms are underrepregskein the major
sectors where Africa has a comparative advantagec(dture, agro-

industries and agribusiness) and in the major eynpémt sectors of
Africa (agriculture, agro-industries, manufactugirtgurism, and all
types of services). Most of the African countries/d to wait for the
emergence of such large, competitive and globalizethpanies,
especially so countries like Algeria, Nigeria anenia.
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Myths and Realities 1V: Africa is a Continent increasingly
capturing the “Demographic Dividend”

Looking at the employment situation in Africa, tldemographic
picture reveals rather pessimistic trends. Highsaf unemployment,
underemployment and poverty, and even increasibgs raf youth
unemployment and unemployment of tertiary educatyaduates
give the impression that Africa is far away fromptaing the
“demographic dividend” (AfDB et al. 2012, Ashford@7, AfDB

Group 2012, Soucat/Offei-Awuku 2014, and Sippehle2011). It is
assumed that countries which are capturing the btdgaphic
dividend“ are able to derive benefits in terms of #creasing
consumption power, accelerating investment oppdrasn and a
growing savings potential from an increasing sludirine working age
population in the population (if stable employmehthe working age
population increases as well!). But, while variougernational
consultancy reports mention the huge economic piatdar capturing
the “demographic dividend” (see especially McKins&y12b), the
actual situation in Africa is highly divergent iri¢ regard and
exploiting the benefits in Africa is obviously aghly complex issue
requesting difficult policy choices.

The “demographic dividend” can only be exploited ewh- via
“demographic transition” - the share of the workiage population
(15-64 years) relative to the share of the childrerder 15) increases
and when the working age population is employea iform which
gives room for more consumption, more investmeiot savings, and
a more rapid accumulation of wealth. Channellingbme shares from
raising-up and sustaining children towards moresaamption, saving
and investment for other purpose areas is a nagessadition. But
there are other conditions which have to be metder to capture the
demographic dividend (“sufficiency conditions”). 8se primary and
secondary phases of exploiting the demographicddnd are assumed
to occur all over Africa not later than by the y@&35 (Mc Kinsey
2012b as one example). This contrasts with reseaochk in and for
Africa (UNECA/AUC/ATDB Group 2013; Madsen 2013; airRB
2013), emphasizing the so far met and unmet pretonsl
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But how is the reality? Such a favourable situattan occur only if a)
the demographic transition takes place and is tadied, b) the share
of stable employment relative to vulnerable emplegi of the
working age population increases, c¢) the educdieerls and skills
are matching the demand of the key economic sectmd d) the
developmental advantages of internet access awllyraised. With
regard of these four conditions, the situation ighly different in
African countries; some countries perform favouyabl some of
these four areas (preconditions) but not so inather ones. First, a
look at the demographic transition in Africa hasotopresented. The
divergent picture for Africa can be seen when lagkat the data for
the demographic transition; the situation in Africa divergent
between the Sub-Saharan African (SSA) countrietherone side and
between Northern and Southern Africa and SSA orother side. The
North and the South of Africa show signs of dempgra transition
with relatively low fertility rates (although thewre exceptions), but
the situation in Sub-Saharan Africa is highly dgemt. In various
West African countries such as Benin, Burkina FaSameroon,
Chad, Guinea, Mali, Niger, and in high populatioigétia, but also in
Lesotho, Mozambique, Zambia and Zimbabwe the deamiuc
transition has stalled (Madsen 2013; and in a @ptdrm by The
Economist, March '82014). As Niger has never dropped below seven
children per woman this country is even consideasda “pre-
transition country”. Countries with ongoing demaqgre transition,
like Uganda, Malawi, Tanzania, and Senegal, haMehggh fertility
rates. The fact that Nigeria’s demographic traositis stalling is a
major problem for Africa as the importance of tloeietry means that
social problems will spill over.to the whole regi@Wiadsen 2013). In
all these countries the ratio of the share of thekimg age population
(15-64 years) to the share of the children undeintbe population is
not improving. Even in the case of Ghana with aprowing ratio —
projected to increase from 1.5 to 2.2 between 28@® 2030 — the
unemployment level is so serious that strong pedicto create
employment are requested (Ashford 2007). And tipedieies have to
be successful in order to derive the benefits @& ‘themographic
dividend” in Ghana. If not Ghana, which country eahieve it?
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A second condition for capturing the demographiiddind is that
stable employment (wage and salary employees asiddss owners)
increases faster than vulnerable employment (siginsis farming,
informal self-employment, and work for a family mieen). However,
this is not the case in Africa. The report by Mcéey (2012b) shows
that the workforce of Africa may increase betwe@d@and 2020 by
122 million, but only 54 million will become emplegl under stable
job conditions (in case the current policies areamanged). By using
pro-active governmental employment policies betw2@1t0 and 2020
a further increase by 18 million to 72 million d&bjobs

(employees/business owners) may be feasible leiVling the rest of
50 million for vulnerable employment or outrightamployment. But,
pro-active employment policies intended to creééble employment
are a part of reform politics only in only few Afan countries. Key
employment sectors in terms of generating stablpl@ment are
agriculture, manufacturing, retail, and tourismt the international
consultancy reports do not go to the roots of theblem how to

create this number of new jobs (McKinsey 2012b nsirgeresting

report, but stops just when an Agenda for Actiorulddbe needed;
also McKinsey 2013 remains vague on the issue)y Hne silent on
“structural transformation” issues and on the agehdw even low
income countries can pursue growth and structuaistormation
policies in parallel (see on these key issues ABal. 2013b; De
Vries et al. 2013; and IMF 2013%].

The third condition for capturing the “demograpldigidend” is that
education systems and skills training are adaptedthe key

191t is curious that the international consultanoynpanies and The Economist
(The Economist, Novembef%2013) are so happy with the expertise of the IMF
on low-income African countries like Rwanda, Ugan8thiopia, Burkina Faso,
Mozambique, and Tanzania which is showing thatoaini countries must not
dig for minerals, oil and gas to have long periofieigh growth rates, form

1995 to 2010 (IMF 2013). When reading carefully émalysis by the IMF, one
learns that severe doubts on the sustainabilitifiefgrowth are there and that
the discovery of minerals and oil and gas may chdhg situation drastically.
Also, all these six countries are weak on humarekbgvnent indexes, on
competitiveness indexes, and on governance/traaspaindexes; none of these
countries is in the group of 13 countries endowét wharacteristics of

inclusive and sustainable growth.
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employment sectors so that mismatches betweenysappl demand
and slow adaptations are overcome. Providing thiés skeeded for
creating stable employment refers to reforms ofeithecation system,
especially of the tertiary education system in &dri The tertiary
education systems need urgently reforms so asaweida the skills
needed for the key employment sectors. The faatsv ghat Africa
will have an educated population in the future, toetheless severe
mismatches and slow adaptations will retard graavtti development.
Most important in this context is what the figuadsout the education
levels show. By 2030, Africa will have a highly edited population;
by 2030 59% of the 20-24year old persons will haesondary
education (these are 137m) and 12 million persafishave tertiary
education (AfDB et al. 2012, p. 100). The share anber of
persons with “primary education only” and “no edima’ will shrink
further. But, the “demographic dividend” can be tcagd only if the
mismatch between supply and demand of/for skillglisiinated as
gualified staff is a production requirement. Thalitg is that only 2%
of the tertiary students are enrolled in agricdtufwhile the
employment and value added shares in Africa argaeo the overall
workforce and to the GDP); and there are huge apseen supply
and demand in enrolments and graduations also rigineering,
science, IT, retail, marketing and management, fandourism and
environment (AfDB et al. 2012, Mega Media 2014).edwployment
among the tertiary education graduates is pervasidehas to do with
these mismatches but also with growth charactesistipolicy
constraints and employment patterns. Because akth@ismatches
the import of skills and services by African firnfey example in the
IT and engineering businesses, is widespread; ialsamgribusiness,
tourism and management such imports are needed.

Fourth, the potential of the Internet for develapiand supporting
entrepreneurship, for generating new growth se@aodsemployment
chances, and for making (more and more formalizBM)Es to
become the basis of private sector developmerdnsidered as huge.
However, the available studies and indexes of Bvalence in Africa
(see INSEAD/World Economic Forum 2012, 2013, 2044w that
this potential is largely underutilised, althoughddferent degrees in
the African countries. The employment generatigracay of Internet
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IS seen as very great, as almost all economic 1seate involved and
are benefitting. The “digital economy” is therefocensidered as
important for capturing the “demographic dividendhe Internet has
(according to McKinsey 2013) potential roles in sibeas (financial
services; education; health; retail; agricultureyd agovernment).
Internet can speed up financial transactions, stppducational
processes, spread information about health conditifacilitate retail
marketing, make agricultural production less vuhée, and
modernize government. But as with other reportsnfanternational
consultancy companies there is too often referémcpotential” and
there are too many “if’s. Interestingly, some o ttountries in Africa
with Internet successes (according to McKinsey 2018/e a weak
performance on other policy areas (governance, huteaelopment,
structural transformation, employment and socidétganets, health
and demographic transition, etc.), like Senegaimé&aon and Kenya.
These countries use the Internet opportunities ewere fully than
other countries in Africa (according to McKinseyld&), but these are
countries with a weak demographic transition (lisenegal and
Kenya) or countries having even a stalled demodcapiansition
(Cameroon). These countries also lack other prationd for
capturing the “demographic dividend”. Countrieshmitharacteristics
of inclusive and sustainable growth like Ghana, M@ South
Africa, Morocco and Mauritius could probably gamthe long-term
most from a large-scale support of Internet thrauglthe economy
and society.

So we can conclude that — despite of potentials gymbrtunities -
only few countries actually capture the “demograpdividend”, but
many more countries could do this by pro-active leytpent policies
towards the creation of stable jobs, by transfogmihe education
system so as to strengthen the links with the eympémt system, by
iImproving the conditions for demographic transifiand by using the
Internet more fully for development. Even the Afmccountries with
characteristics of inclusive and sustainable growke Ghana,
Namibia, the North African countries, and the eaaimopowerhouse
South Africa have problems in some of the areashvhre important
for capturing the “demographic dividend”.
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Myths and Realities V: Africa is a Continent where Emerging
Middle Classes increasingly take up Developmentaldtes

Africa is considered as a continent which is shagwd the
developmental role of the expanding middle claSsesthough the
various definitions of the African middle classes differing widely,
are lacking clarity and analytical rigour, and besed on quite simple
statistical groupings of the African populatione tmiddle classes in
Africa are considered by so many experts as a dpaedntal force of
huge importance. The African middle classes aredite@ with
characteristics, behaviours and abilities that slagpe the condition
of African economies: they are considered as a pobl
entrepreneurship and innovation, as a force in apeivsector
development and economic reform, as actors in mal&eelopment
and market connectivity, as a dynamic element dinelogy transfer,
use of new technologies and innovation, as a foofe“new
consumerism” by changing widely the consumptionlestyand
consumption patterns, as a factor in stimulatingjareal and global
integration by responding to globalization impacis, a factor in
preventing a further aggravation of Africa’s inconad asset
inequalities as they are assumed to bridge betweerpoor people
and the upper class segments of the society, andain actors in
capturing the “demographic dividend” by leading tthemographic
transition, by gaining income, status and stablepleyment, by
responding to the “digital revolution”, and by aomulating wealth,
human capital and power.

According to the African Development Bank (AfDB 201he middle
classes can be seen as the “middle of the pyrantids therefore
necessary to analyse the pyramid (all populatigmsats and income
classes), not only the middle of the pyramid (theldie income
classes) what the AfDB does. The AfDB’s approachigternational
recognition as the sheer numbers impressed theneadhat by 2010

1 We say “middle classes” as the heterogeneity @fthiddle class” is so great
that sub-divisions are regularly made. On critealuations and assessments of
the whole concept of the African Middle Class seellddr 2013, Birdsall 2014,
The South Face 2013, and Compare Afrique 2013.
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not less than 34% of the African population arented as middle
class, or nearly 350 million people in Africa. Hoxee, the approach
obscured many issues, and brought out only somstiqnable facts
on the basis of a simple Lorenz curve/income ckassethodology.
While some other studies use relative statistioacepts to measure
the range and the dynamics of the middle class,inmuding
individuals/households between theé"2dnd the 88 percentile of the
consumption distribution, the AfDB uses an absolgtatistical
concept of per capita daily consumption, by inahgdi
individuals/households with an income of $2 - $202005 PPP US
dollars). The AfDB separates them into classest,fithe “floating
class” with an income between $2 - $4 per day issickered as a
group which is still struggling to survive and njagtentially fall back
into outright poverty; second, the “lower-middl@ass$” with income in
the range of $ 4 - $ 10 per day is considered g®ap being able to
consume non-essential goods (although also thismecgroup is
vulnerable because of not having a secured accessdal safety
systems, especially to health and unemploymentamse); and third,
the “upper-middle class” with income in the randge$@0 - $20 per
day which can be considered as a group of inconmeeesa where
saving, human capital and wealth accumulation,cm$umption may
lead to political and economic participation, tongectivity, to
entrepreneurship and innovation, and to the fownabf economic
interest groups so as to change established gowenpattern'.
However, this is a potential force of change; wistthe actual
contribution? The myth of an entrepreneurial andettigpmental
middle class in Africa is widespread, but what abthe realities?
These developmental roles are however increasimglyin question.
Main argument is that the middle class(es) canmotidoked at in
isolation from the structure and the dynamics & thapper classes”
and of the poor segments of the society.

While the “middle class” with all sub-groupings reshare of 34.3%
of the African population in 2010, the share of ttmeddle class

2 These views are found mainly in African econoroigrpals and newspapers
(also related to global multinationals), but alsahe reports from international
consultancy companies; see as a few examples:ti2zeki13b; Duerr 2013;
FBR 2013; and Ventures Africa, August 20, 2014.
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without the share of the floating class is redutted3.4% of Africa’s
population (AfDB 2011). With a share of 60.84% fioe poor (having
an income in 2010 of less than $2), a share of80.8r those with
an income of $2 - $ 4 (“floating class”), a shafel8.44% for those
with an income of $4 - $20 (lower and upper “middlass”), and a
share of 4.84% for the “rich class” (with an incoafemore than $20),
one is left with a “middle class” which is highlyeterogeneous in
terms of income, household characteristics and wuopson
behaviour. The “middle class” incorporates a lovesid an upper
middle class, but even these two classes needefudifferentiation.
Between and within these “middle classes” we olesedifferent
household characteristics, human capabilities amegeldpmental
attitudes. Such groupings by income classes do raweal the
endowments and capacities to act in entrepreneuaad
developmental ways. Such a “spirit” — acting entegeurial and
developmental - may be prevalent among segmerttsegboor as we
know from so many studies about informal entergris&urvival
entrepreneurship” is very demanding in terms of ag&ment, use of
resources, foresight, and planning, especially estabse there is no
substantial government support made ready. Alse, “tith class”
needs differentiation as we see the spirit of gcéintrepreneurial and
developmental in the lower, middle and upper segsnehthis class,
but there are quite different styles of entrepresiep and
development action, as direct connections with gowent and
bureaucracy (ensuring access to licenses, landsyiginedits, and
allocation of scarce resources) are largely misdimgthe lower
iIncome segments of the “rich class”. The specta@xpansion of the
number and role of billionaires and millionaires Africa has deep
impacts on the entrepreneurial and developmenied i@f the “middle
class(es)”.

The countries with the largest share of “middlesstaare obviously
those with some characteristics of inclusive arstasoable growth in
terms of human development, competitiveness, aod governance,
but even in this small group of African countrié tstructure of the
“middle class” is highly different. In some of tleesountries, like
Morocco, Algeria, Gabon, Ghana, and Namibia thereshat the

middle class net of the floating class is rathealénThe share of the
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“upper middle class” is small in Namibia, MoroccAlgeria, and
Ghana, but relatively high in Botswana and TunigdDB 2011).
When we consider the “upper middle class” in Afres a pool for
entrepreneurship, then we see that even in coamtiite inclusive and
sustainable growth characteristics the share &f ghb-class is quite
limited. The “upper class” may be considered ashsacpool for
entrepreneurship, and indeed we find evidence that African
billionaires and millionaires are doing businesssamious traditional
and new fields. They are even building businessimsipbut there is
also evidence that the upper segments of the ‘tiaks” capture the
state via privileged access to government contrécences, land, oil
and gas reserves, and mineral resodrcedontrol of media and
communication channels enhance the power of thegments of the
“upper class”. We see that the developmental atré@meneurial roles
of these sub-classes need a much deeper analyssmyth of a
developmental and entrepreneurial role of the “eiddiass” is widely
prevalent, but there is a severe lack of evidemckaaserious gap with
regard of analytical differentiation and case sadi

The same type of over-generalizations is prevaketit regard of the
myth of a “new consumerism” in Africa which is seams a trend
shaping fundamentally the economies and societiesfrica. The
urbanization trend and the emergence of the “midtss” in Africa
are taken as the driving forces of the “new consism&™*. The new
characteristics of consuming in African urban am@ad the increasing
power of the African consumer when demanding highlity goods
are mentioned, thereby assuming that the Africansgmers are
becoming a developmental force per se (as valuenghare
transformed from the top, from the end consumelgoAn this regard
there is not enough evidence presented by theseultancy
companies; evidence is related to specific segmehtthe upper

3 The stories in the form of personal historieshef accumulation of wealth and
the ways of building business empires are repontgalrnals like Ventures
Africa. One can see that privatization deals, redtr@sources contracts, licenses
for media etc. play a role. In most of the casesetfxly access to information
and the direct contact to decision-makers in gavemts are important.

1 Practically all the leading international consattg companies have their
reports and their regular reporting on the “Africamsumer”; see footnote 8 on
the major reports.
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middle classes and the upper classes (see thetgdpomMcKinsey,
PricewaterhouseCoopers, Accenture, Bain & CompadKearney,
The BCG, Ernst & Young, Roland Berger, and Deloittk of them
mentioned in the References). The other importastia which is
neglected in the discussion about middle classeAfiita is their
power to enforce the establishment of social safetts. The upper
middle class is able to pay for social security tdbaotions on the
basis of stable employment, but all the classesvbélave not this
possibility. Social safety nets are extremely int@ot for the poor, the
floating class and the lower middle class to prevad minimum of
income security. The discussion about the new Afrimiddle classes
has pushed away the thinking about concepts oblegtiang social
safety nets on the assumption that the middle clems save
themselves enough for social security (see Birddall4d and Melber
2013 on these “forgotten” dimensions). In realigrge segments of
the middle class cannot afford to pay for healttd education as they
are not benefitting from social security systenogja safety nets, and
subsidized health and education systems. The coméefpe middle
class was also propagated as an instrument to peorfareign
investment in Africa, by the Diaspora and by othmrestor groups
from outside. Remittances from the Diaspora mayehaayed a role
to increase the consumption of the middle cladsaisoutright foreign
investment from the side of the Diaspora may haweained limited.
Evidence is limited. It was also assumed that tfiégc&n consumers
(of the middle classes) increasingly become parttled global
consumption society, thereby contributing to newstonption styles,
to the spread of new technologies, and to cruci&kepreneurial and
developmental attitudes. In reality, islands ofbgllbconsumers are
indeed present in African capital cities, but irdemr to become a
developmental force the “new consumerism” has tatrdaute to
structural transformation in Africa (via re-induatization,
sophistication of local products, branding initias, etc.). But,
structural transformation between and within ecoicagectors is rare
in most of the African countries (see on the is&t@B et al. 2013b;
the regular IMF Regional Economic Outlook on Sulb8an Africa;
and De Vries et al. 2013). So the African Middleas3 is obviously
not the force of change as it is emphasized in aayntonsultancy
reports.
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The socio-economic dimension of the African middieass is

abstracted fully in the consultancy reports. Nosogéng on class
characteristics, on common interest and strategysazial status and
political power. Even the African “upper middle ¢4 (as defined by
the AfDB 2011) lacks common beliefs, status and groim most of

the African countries. It is rather the “upper slashat has similar
convictions, similar behaviours, similar strategaesl similar actions
in relation to government, bureaucracy and towattier sub-classes.
Getting status and economic power via relationdh vgovernment
elites and the bureaucracy is seemingly a collecsivategy. On the
other side of the social stratum, the poor segmeitee society and
large parts of the middle class are sharing soraeackeristics — to be
named as coping strategies, trust-based suppoténsys survival

strategies, survival entrepreneurship, etc. Therevidence that the
distinction between the poor segments of the sp@aat the middle
class in the range of $2 - $10 incomes in termsnbfepreneurship is
not justified; there is no great difference in teraf vulnerability and

success of running small businesses as incomeitye®umnot there

(see GEC 2012, Omidyar Network 2013, and othereprgneurship
monitoring for Africa). Parts of the “upper middééass” may have
more stability in their business activity becauk#eir greater income
security. International consultancy companies adunih limits of the

African Middle Class concept only indirectly by eefing to the

necessity of creating more stable jobs by pro-acemployment

policies (see McKinsey 2012b).

Instead of looking into common class charactessstatus and power
or even class relations, the studies (from praéfial international

consultancy companies, but also from the AfDB ilbBf2011) look

at material levels and spending characteristicthefmiddle classes
(with regard of: own occupied house, private exenes for

education and health, internet use, subscriptiofixed broadband
internet access, vehicles owned, consumption ableetm products,
and access to electricity). Focussing on the “neidilihss(es)” became
a concept to target new markets and new busingsstias, such as
for credit, housing, vehicle sales, outlets of someket chains,
mobile phone applications, and other services. @gurases show
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however quite different characteristics of the neddass. The black
African middle class in South Africa has to do wijjovernment
positions and management jobs in the context diliind) affirmative
action laws and programmes (see FBR 2013; and 20d:3). A new
middle class has emerged in Nigeria based on insageeerated in
specific private businesses (like IT and telecomications, finance
and banking, and other diversified services). le ihternational
consultancy reports these country-specific sountéise growth of the
African middle class are not a theme; of interaesthe volume of
spending of the “class” and is as well the proj@ci&ructure of the
spending.

The debate on the African middle class therefometres more on
drivers of growth than on common characteristicd goint actions

(AfDB 2011). Such “drivers” are a robust growthtbé private sector,
a reduction of inequality towards more inclusivewth, stable jobs
with adequate remuneration, higher shares of tgréducation, but in
the right balance of study fields, access to edmcand health care,
infrastructure for enhanced market connectivityd am level of

competition that allows for market entry. Based these factors,
creation of stable employment is considered ask#e factor for

increasing consumer spending, and it is arguedathdhis may lead
to a systemic change in Africa from export-led andestment-led
growth to domestic demand-led growth. This changg then further
empower the middle class. Governmental policies {poome

stabilization, human capital formation, and sopilicies) towards the
African middle class may empower it further. Contréo these far-
reaching expectations about the roles of the midtiiss to be found
in the international consultancy reports the linofscreating stable
employment are mentioned as a key constraint aneemployment
policies are requested (McKinsey 2012b). Howevkg &cademic
discussion about the African middle class does swgiport these
hypotheses of the far-reaching developmental ingpatitese are
expectations and there is not enough evidenceh@icountry-level

and at urban and rural areas) to confirm such seAtlhough the list
of “drivers” of the growth of the middle class @, it does not tell
anything about the perspectives and the heteroiyeokthe African

middle class in the years to come. So the projeficpare of 1.1
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billion persons belonging to the African middlesday the year 2060
(covering by then 42% of the population) is noliigl much as we do
not know about the future structure of the groug e relation to the
other classes. The developmental role of the Afriteddle class may
be potentially great, but the roles of the poor #m&rich classes in
Africa have to be connected to these trends. Tindusive focus on

African middle classes is not adeqdate

Myths and Realities VI: Methodologies for the Idenification of
African Lions, African Tigers and Emerging Middle Classes

Invest, invest!, but carefully guided by internadd consulting
companiesinternational consulting companies have built ughand
powerful affiliates in Africa, also by recruitingidnly qualified
African staff. African skilled staff is increasingdrawn (“crowded-
out”) from African companies and government officés the
consulting business (competing also with other itunsbns, like
international organisations and donor agencierd s an increasing
pressure to use the advisory services of these aieg but on the
other hand the scarcity of skilled staff makesiffiallt to implement
the advice. The message of the international ctarszy reports is
that the best way to succeed in a risky environrikatin Africa is to
make investment which is guided by these consuftaompanie¥.
Reporting regularly on the economic perspectives Alfican
economies and African economic sectors is a welcopp®rtunity to
recruit new customers (and then also skilled st&ivernments in
Africa are also happy about these reports as thear-ambitious
development plans, visions, and projections aresrtak:1 by the
consultancy companies in order to present the m@dket prospects
all over Africa. The international consultancy canes present the

>t is argued that the interest of the African Diepenent Bank in researching
the African Middle Class has to do with their irtgtrto catalyse foreign
investment towards Africa. From this point of viamternational consultancy
companies and the African Development Bank showirac@ence of interests.
'® These international consultancy companies reférdis presence in all
African regions and argue that they so can helpitigate business risk through
their superior knowledge of the African regiondkgration processes (see
Deloitte 2013d).
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reports with the huge business opportunities ircafon the basis of
their accumulated international reputation. Thetio@mt is presented
as an integrated region with huge market potentiaésgreat diversity
of the continent and the heterogeneity between tciesn are

mentioned as well as the risks for the investous$,the conclusion is
that the international consultancy companies cdp ttemanage the
risky environment. A strategy is also to buy locahsultancy firms
and to recruit local skilled staff so as to adwerfiocal competence.

High levels of aggregation, over-generalizations darvague

definitions: The reports have common characteristics with ce@dr
the applied methodology. Concerning projections lofisiness
opportunities, the reports refer superficially tmjpctions based on
“current trends”, “current growth rates”, and “ddished analytical
findings” (by making quite often cross-references reports of
competing international consultancy companies). Amaon

characteristic of the reports is the high levelagigregation. Many
guestions arise when reading these reports andlhatf them are
answered: how many countries are included?, howyrsantors and
sub-sectors are considered?, how many companiesgengps of

companies are surveyed?, which social classes @ndl sub-classes
are mentioned?, and which areas - urban and ruralthe African

countries are really focussed on?. The level ofreggtion is very
high in regard of key issues (especially concerning economic
sectors). The international consultancy studiesigoon few sectors
(aggregating the African economies into four kepremmic sectors
according to the projected market voldfpeor are looking at
important sectors like oil and d8sIT and telecommunicatiofs

finance and bankirfg and transport and logistfcs on key countries

7 Like the methodology in McKinsey 2010.

® There is some specialization among the internatioonsultancy companies,
and a few like Control Risks (Control Risks 2018) &KPMG (KPMG 2013)
concentrate on mining, oil and gas (with great iotjpa regions where new
discoveries are, like in East Africa, West Afriead Southern Africa).

¥ The study by McKinsey (McKinsey 2013) is of intgtavith a methodology
developed to rank countries by their digital pregte

Y Roland Berger (RBSC 2012) has developed a methgddiased on global
megatrends, and focusses strongly on finance ankiriza
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which are considered as African Tigers or Africaaris (although the
lists differ considerably between the compaffleson highly

urbanized areas (as these are the areas wheradheconsumerism”
takes place in Africa), and on broad aggregatedb@fAfrican middle

class (disregarding the poor and the rich classeks the differing

degrees of income security among the middle classme earners).
Aggregating the market volumes all over Africa amabaking

projections up to 2030, to 2050 and even to 2066 the impression
that huge business opportunities can be graspedlgveewcomers to
Africa’s markets (not mentioning the great numblebarriers in intra-
African trade and the market barriers due to thayr@nflict-areas in
Africa). This type of aggregation presents a bigtyre of huge
untapped markets which become now visible through rmarket
knowledge of the international consultancy companiggregation
also follows as a guiding principle from the baghilosophy upheld
by these companies that “small is big” (meaning sraall income
shares left for non-essential goods add up to may&ets for branded
goods). Aggregation also minimizes the fact thaingldousiness in
Africa is burdensome for firms and investors beeatise small
country markets present many problems, risks arugrteunties, and
high transaction costs (due to different governastdes, laws,
regulations, attitudes, and very imperfect forms ammntracting).

Aggregation is also helped by vague definitions aoder-

generalizations. Definitions of key concepts argue(like “middle

class”, “rising real growth”, “new consumerism”,cet but this is
obviously part of the game. Over-generalizationg g@revalent
throughout the reports (like “great economic pasdst, “huge

markets can be captured if...”, “abundance of untdplaand and
natural resources”, “widely improved macroeconoamd governance
conditions”, “Africa is rising”, “Africa’s middle ass is a pool of
entrepreneurship”, etc.), but terminology and wagdplay their role;
the message should come through.

21 PricewaterhouseCoopers (PwC 2013b) is strongamsport and logistics in
Africa.

2 There is an astonishingly great difference in llatmcountries as African
Lions and African Tigers (see Wohimuth 2014).
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A young, educated and dynamic workforce is expeictadansform
the African economiesThroughout the reports the focus in on the
young workforce and on the chances this will brifmsdevelopment
and for investors. Africa is portrayed as a comttneith a huge
workforce, implying that competitive and comparatadvantages can
be utilized on this basis, if the process of depelent is properly
guided and if the investors are given the rightieelvThe workforce
in Africa is portrayed not only as young, but aé® better educated
and dynamic (also in terms of digitalization) sattlt can be directed
to new business opportunities; this workforce soahssumed to be
increasingly ready to communicate and to collal®onaith foreign
economic actors. As the capturing of the “demogiaplividend” is
also envisaged in a not too far future by the cthasay companies,
negative trends like high youth unemployment, latktable jobs, and
Increasing income inequality are seen and presgugtds transitory
phenomena. An enormous potential for “leapfroggitefhnological
advances in Africa is anticipated by the consufjatampanies; on the
basis of this young and flexible workforce the glblmegatrends can
be fully captured by Africa. The rising “middle s& of Africa is an
expression of this young and dynamic workforce,osvetl with an
increasing spending power and being in the prooésscumulating
human capital, real estate and finance. To givestamoe to all this,
demographic and socio-economic trends are preseigieéd the years
2020, 2030, and even to 2050 and 2060, but cayesallecting the
projections which are us&d This allows it to streamline the
projections in such a way that the demographic ldgweents in
African countries are becoming compatible with ®ssc stories of
stable jobs creation, poverty reduction and groviRlpjections are
presented in an aggregate way for Africa, and soiihpression is
communicated that major trends, such as demograjgvelopments,
are representative for the whole continent. An edamis the
assumption that by 2035 Africa will be able to capt the
“demographic dividend®, although data clearly show that

23 Considering alternative population projections ldcalter the picture
dramatically (see in the context of world food sé@guhe study by
Alexandratos, Nikos/Jelle Bruinsma, 2012).

4 McKinsey (McKinsey 2012b) presents a vision of #fgcan job market
which gives rise to hope and optimism, but the dydey projections and
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demographic transition trends vary widely in Afriea well as the
perspectives of stable jobs growth and of humantalajermation. It

Is expected that - guided by international consglfacompanies’
advice - the African governments and the investoifrica will lead

to a convergence on all these trends in a pro-@end positive way.
The increasing problems with youth unemployment gndduate
unemployment and many other related problems oficéadr
development are not considered to the level ofdbé causes.

The African middle class is seen as a major fome expanding
consumption spending:he developmental roles of the African middle
class are scantly or not at all mentioned in tip@ms (being a pool for
entrepreneurship, being a force in disseminating technologies,
being a driving force of political change and eaorotransformation,
overcoming the capture of the state by the richsda, etc.). However,
the role of the African middle class for consumptgpending has the
greatest weight in these reports. It is argued #h&tritical mass of
consumers” on the basis of “small is big” will letal continuously
increasing revenues by consumer multinationalsesoarket chains,
and domestic outlets of international companies stodes. The role
of domestic African firms in this process is minzed; even the
competitive “African Challengers” are not strong ireas of
consumption and retail, but more so in finance bhadking; mining
and natural resources; technology, media and telewmications;
logistics services, and industrial goods. The attarsstics of the
African consumers are emphasized by practicallyirgirnational
consultancy companies, arguing that they are rakiom decision-
making, interested in brands, in high quality, @ated consumption
services, etc. There is interest both in the comssnwith small
spending power (“small is big”) but even more sdha consumption
power of the more wealthy (actual and prospectoaglsumers in the
urban areas where the “critical mass of consuneas’be more easily
reached, and where African talent can be recrdadedhe consumer-
facing industries. Although also other economict@ecare regarded
as important (like agriculture and agro-industrieatural resources
and mining, and infrastructure), the African consusnare associated

assumptions are not emphasized strongly enougtdar to show the highly
conditional framework of analysis.
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with the expectation of a continuously growing narkvith high
profit margins. There is not that much interesinfrthe side of the
consultancy companies in issues of promoting damgsbcessing
and expanding domestic retail chains by upgradiegdomestic value
chains, as the focus is on an internationalizedinless which is
controlling the stages of the value chains neartiet consumer. It is
also assumed that the “critical mass of consumisrséaching more
and more markets by the process of graduation n§wmers in the
lower income classes into upper middle class corssinThe role of
the rich classes in consumption is not mentioneglcty, although an
increasing interest of African consumers in luxbrgnds (not only of
upper class consumers, but also of more and modaleniclass
consumers) is emphasized. The business prospedtse afther key
economic sectors are highly rated, but considesether temporary
business opportunities (for minerals’ exploitatiorfrastructure-build
up, etc.). There are only few remarks on the p@kntof agro-
processing towards the production of higher valdéea products,
and reference is made to government plans and Aftdcéh Union)
initiatives”>. Similar is the situation with minerals’ benefiiim, as
this development potential is not emphasized styoi®p, the African
middle classes are seen basically as major drifonges of a new
African consumption society, not so much as sogralips that will
shape African development through productive valo&ins. It is not
at all considered in these reports if and how thecAn middle classes
will be able to overcome the state capture by itte classes and their
upper class business networks by building new pamer economic
centres. Beside of the African Consumer the AfriPaivate Investor
Is looked at by the international consultancy comgs, although the
emphasis is on the financial equity investor, nio¢ tproductive
investor in agriculture and manufacturing. Variougernational
consulting and asset management companies preleint global
wealth reports with reference to Africa (directeml upper middle
classes and upper classes by estimating and pngjebe numbers of
the “High-Net-Worth Individuals” /HNWIs and analyg their

%> The DBR Report (DBR 2014a) is an exception asiée business
opportunities in this sector are offensively emjresd It may be that the
interest of the Deutsche Bank in finance produsisted to agricultural raw
materials and products is the reason behind thghasis.
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finance options). The focus is on the graduationnofldle class
income earners into this grdipThe second phase of capturing the
“demographic dividend” in Africa is so envisagedthg international
consultancy companies.

Lack of transparent methodologies in calculating siness
opportunities: It is not easy to follow up how the international
consulting companies calculate the sector-speariit economy-wide
“business opportunities”. There is a lot of crosferencing to other
consultancy companies instead of giving outrighplaxations what
they are doing. Methodological problems are assediavith the
growth assumptions for the national economies, the economic
sectors, for the urban versus rural areas, anthéregional economic
communities and geographic regions. It is not ewmsyollow the
calculations as methodological annexes in the tepare rare and
short. The income and growth projections for consugiasses and
the projections for the revenues of the major enuacectors (such
as in McKinsey 2010 to give just one example) ased on specific
definitions, base values, income ranges and ingdggstrupings which
need more clarification and analytical support. §ioner classes are
calculated on the basis of specific population gebpns, specific
inequality measures, and PPP (Purchasing PowetyPanicome
values on the basis of a certain reference yearthieucalculations of
household income brackets, real income per cagitayth rates, and
of the number of households graduating over timeatdigher
consumer class are not made transparent enouglsahie is the case
with the development of the “annual revenue” of toeirr key
economic sectors (called industries) in order tentdy the overall
business opportunities in Africa. Neither the défims of the sectors,
nor the base revenue volumes or the measuremené gfrowth rates
of the sectoral annual revenue are becoming obviouke reader.
The sectoral composition of and the revenues froosiness
opportunities (for consumer, resources, agricultarel infrastructure
sectors) for 2020 lead to a nice picture of hugeoojnities, but the

6 Companies like Capgemini/Royal Bank of Canada,gkniFrank, Allianz,
New World Wealth (with special focus on Africa atté Middle East), and The
Boston Consulting Group may be mentioned with tgebal wealth reports (to
identify HNWIs/High-Net-Worth Individuals and UHNW!Ifor Ultra-HNWIS).
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values included (value added, turnover, investmeidt,) are not
presented in a comparable form (by some short &es it is
attempted to clear the issues, but then more qumsstrise). The lack
of transparency is also a problem when projectitors regional
economic communities (RECs) and for geographicoregin Africa
are presented; regional output differs accordingheoaggregation of
countries into the RECs and the five African regigNorth Africa,
South Africa, West Africa, East Africa, and Centédfica); business
opportunities may look quite different in the varsoreports although
just the scope of the regions may differ. The repare full of terms
which are associating all of Africa with progreskg African growth
champions, African top growers, African lions anglets, booming
sectors in Africa, “Africa is rising”, “Africa is pwing”, “Africa is
catching up”), but there is a lack of differentiattibetween and within
African countries and a serious gap in analysirg dlowth drivers,
the growth actors, the growth impacts and the dnosgtisodes. Even
countries like South Sudan emerge as African topvgrs if there are
(short-lived) signs of a recovery of oil productifn a country where
oil production is the main income source of GDPjowW&h drivers,
like technical progress and innovation, entreprestap, human
capital formation and domestic investment, are oslgarcely
mentioned and/or are not put into context. “Inclesiess” and
“sustainability” of growth are not dimensions ofportance in these
reports, although some consultancy companies nevsush words in
the titles of their reports (like in McKinsey 201)2b

Africa is portrayed as a continent with increasipglitical and
economic stability:In order to portray Africa as “a continent of
chances and opportunities”, one has to say songetmrpolitical and
economic instability. This is done in the interoafll consultancy
reports in a very superficial way. The reports assuhat there is a
greater capability in Africa (on the side of thevgmments, the
business community and the civil society?) to managolent
conflicts towards creating more political stabilignd to manage
macroeconomic policies towards achieving highemeaac stability.
However, Africa is still widely affected by civil avs, violent
conflicts, humanitarian disasters, widespread pesx® of hunger,
food insecurity and malnutrition, and it is themefaot justified to
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generalize in saying that the management of sucidibaps is now
based on a greater management capability. There évidence given
for such statements. Most of the reports do nathlidbhese issues in a
concrete way, such as through assessments whichnebss
opportunities may be lost by such conflicts and hin business
community could respond in order to save the bssimgportunities.
Although many studies are available how governmantsbusinesses
can respond to conflicts in Africa, even coopeslliythese issues are
not considered. Such conflicts and crises are meed but are not
related to fundamental causes and factors (likeuseisof public
revenues from oil and minerals exploration and @xgion, bad
governance and corruption, state capture by uplass dusinesses,
lack of power-sharing and trust between ethnicsowal groups, lack
of planning and guidance of the economy, lack dfiezent trade,
industry and agriculture policies, etc.). The reépoefer to progress in
the management of the politics and the economlypagh progress is
limited to some countries, some policy areas andessectors. All
these conflicts and crises are considered as mahgend Africa is
portrayed as a continent with an enhanced manageoagability
moving forward on the path to peace and prospesity.it is assumed
that these conflicts and crises are not affectimgdamentally the
optimistic horizon of business projections. Therefat is not a
surprise that even countries like South Sudan &edemocratic
Republic of Congo are from time to time appearinglte lists of the
African Top Growers.

Serious infrastructure gaps in Africa are lookedaathuge immediate
business opportunitiesThe main infrastructure gaps for production
and trade in Africa are scarcely mentioned in thesasultancy
reports as impediments to businesses (this is faonohvestment
surveys at the country levell), but are considerasl major
opportunities for international and domestic firtasbenefit from the
expansion of the infrastructure sectors. Emphasisni the many
consultancy reports on business opportunities @tifip infrastructure
sectors; primarily the lack of adequate cross-aguimifrastructure in
Africa is mentioned. This type of infrastructureans “big business”.
“Connecting Africa” is a key term in the consultgneeports on
business opportunities in infrastructure sectoke fransportation and
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logistics, telecommunications and IT developmewoiyver, etc.). The
“Connecting Africa” agenda paints the picture ofgbuAfrica-wide
business opportunities, which are following dirgath the basis of the
mostly large-scale projects but also indirectlyitas assumed that
kick-off impacts on the affected areas and econsmidl occur.
Limitations of regional integration and regionabperation in Africa
and deficiencies in the opening of the economiéscttely for trade
and investment are not reflected at all in the ys®ed by the
consultancy companies or are seen as minor obstdaéspite of so
many regional integration initiatives in Africa tharevalence of
barriers to trading and investing is a huge probléoonnecting
Africa” by infrastructure investments will not selvthe major
problems for it. Ultra-optimistic African integrat perspectives (such
as tripartite free trade areas/TFTAS) are taken asality of “Africa
Rising and Moving” and as an irreversible trendmedading huge
“Connecting Africa” infrastructure investments isnsidered in the
reports as the logical next step. In this conthgtdooperation among
governments towards cross-country infrastructuempland between
governments and big business in the form of PuBticate
Partnerships is recommended. There is much lessesitin these
reports to care for local and national infrastroetalthough it is vital
for linking economic sectors such as agriculture iwlustry.

Africa’s “private sector” is considered as a strongartner for
executing the international business interests ncA: In all these
international consultancy reports the role of tHdacan private sector
IS seen as strong and as based on a long-term liguteavarding
partnership with the international business. Buts inot made clear
which segments of the private African business comity are linked
to the international business interests in Africhhe great
heterogeneity of the African private sector - frotme Global
Challengers, the African Challengers, the Africama@pions to the
large-scale privately-owned and state-owned Afriéems, to the
formal Small and Medium Enterprises (SMEs), andnthe the
informal small and micro enterprises — is not cdestd in these
reports. Obviously the international consultancynpanies have the
Global and African Challengers, some large Africarmpanies and
some formal and internationalizing SMEs in mind. &\lthey report
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on the interests of the SMEs they argue about pans logistics

infrastructure and about digital infrastructure g¥his needed by the
small companies. As the focus of African IT comganis on the end
consumer, the international consultancy compangs ®warding

business opportunities in providing logistics amgitdl infrastructure

for the great mass of formal and informal SMEsi(as expressed in
McKinsey 2013 and PwC 2013b). “Connect Africa” iscbming a

new strategic term used also by the internationahsualtancy

companies. While African development organizatiomgan the

creation of Internet platforms for exploiting thesness opportunities
of the SMES between suppliers and customers, thernational

consultancy firms mean the provision of the infnasture so as to
connect the SMEs.

Africa’s development plans and development visaesthe basis for
deriving the huge expected business opportunitiesvhile the
expansion of the African middle class is the bamepirojecting an
African Consumer Society, the official developmeplans and
development visions of African countries and AfricaJnion
programmes and targets form the basis for projgdtie huge market
opportunities that are seen in agriculture, natuedources and
infrastructure. These plans and visions are acdejatder uncritically
by international consultancy companies and arentalsea proof of the
huge and ever increasing market opportunities. Makfyican
countries and their Regional Economic CommunitRE(s) and as
well the African Union (AU) and NEPAD have theiraps and
visions. Although there are good reasons for deetp such plans
and visions at the national level (for planningliggemaking and
social cohesion purposes), too often these pladspalicies are not
adhered to in the daily politics. The internationahsultancy reports
take the plan figures and even the most optimigtiojections,
scenarios and outcomes in these plans and visoreference values.
Business opportunities in Africa are derived frdmge figures. This
IS in the interest of the consultancy companiegahismes of business
opportunities are inflated. The Africa Rising Steaan go on!

Eclectic, selective and ad hoc use of growth andeld@ment
theories: From the theoretical point of view, the internaab
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consultancy companies use development theoriegavah theories
in a very specific and selective way. We find mixesl combinations
of take-off theories, trade, investment and devamlept theories,
technology and innovation theories, and economiwegwnce
theories. The eclectic use of theories is practiseG purposeful
manner. At the centre of the amalgamation of tlesois the theme of
a broad and sustained market development. An ogitontone is
prevalent and this implies that the positive imgiions of the theories
can be brought to action by good public manageniépblicies are
corrected, if drivers are unleashed from bureaiaccaintrol, if natural
resources are managed well, and if markets arerlmihnected by the
economic institutions, the envisaged market growdtes will
materialize. There is not much on structural chaagd structural
transformation in these reports; also the grearbgeneity of firms in
Africa is not further discussed. Market failure anmarket
imperfection theories, transaction cost and conhtilaeories are not
seen as relevant as it is assumed that good goeetnpolicies can
manage the economy better and better. As such, eseasclosed
system of arguments. Too many readers will find dhguments in
these reports quite convincing.

Concluding Remarks

The “Africa Is Rising Story” is the theme of thepaa. A lot of myths
are prevalent on African growth and developmentm&mf these
myths are discussed in this paper on the basigaiimgs of major
international consultancy reports. These intermatioconsultancy
companies have a decisive influence on foreignstors in Africa, on
multinationals doing business in Africa, but also governments, on
private local businesses in Africa, and, last bat least, also on
donors who are engaged in Africa.

Some of these myths (Africa as a continent of tapwgrs; Africa as a
continent of booming economic sectors and of expagndonsumer
classes; Africa as a continent with an increasiagiver of globally
competitive enterprises; Africa as a continent gapy the
“demographic dividend” and the advantages of thgital economy”;
and Africa as a continent with an emerging middes€ which is



43

taking up developmental roles) are discussed is thaper and
confronted with facts and realities. Also the meliblogical frame of
these international consultancy reports is conemlerThere is
reference to the background and the motivatiorhe$¢ companies to
write on Africa, to their methodologies and analgtiapproaches, to
their functional importance for investors, and ke tspread of the
messages all over Africa and throughout the devedomt community.

It is not the purpose of the paper to deny the econ and social
progress in Africa. The intention is to provide ranfie for a more
critical assessment of such reports as they acalated all over the
world press and are written so as to influenceamy investors but
also key political decision-makers. Also, it is assary to draw
attention to the fact that the increasing numbdafe and expanding
international consultancy firms is increasingly om@ant as an
employer of skilled staff in Africa to the exteritat skilled staff is
becoming scarce for other employers (governmenggional

organizations, donors, and private local busingsddswever, the
paper draws attention only to the core group ofwbedwide known

and most influential international consultancy camies.
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