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Conclusion

Africa has received significantly more aid per capita than regions such as South America and South Asia, but has attracted 
less FDI than other developing regions, despite the high rate of return on investment it offers.

Given rapid population growth, African countries require substantial investments to drive transformative change, 
stimulate economic growth, strengthen resilience against shocks and transition toward a low-carbon, digital and 
sustainable development pathway. The first port of call is to look inward and to improve and optimise domestic revenue 
mobilisation. A concerted effort can unlock African pension funds that amount to between US$400 to US$500 billion, a 
figure projected to grow to about $.3 trillion by 2050. Most follow a conservative investment strategy with a strong bias 
towards domestic government securities and cash, and could pursue higher returns through investments in 
infrastructure, private equity/venture capital and green energy projects. In addition, Africans need to leverage external 
financial flows, particularly FDI and remittances, use aid more effectively and reduce IFFs.

The analysis highlights that, over the past decades, workers’ remittances have emerged as the largest source of external 
financial flows to the continent, surpassing both FDI and official development assistance. The growth impact of 
remittances is, however, limited and complex. It  on how they are used and the country's conditions. For depends
example, remittances can promote growth in countries with underdeveloped financial systems by providing an alternative 
source of investment financing when credit is scarce. Where remittances fund  (instead of business startups or education
merely consumption), they contribute more significantly to long-term GDP growth. Conversely, if remittances largely 
finance household consumption and imports or reduce labour force participation, their contribution to growth may be 
negligible or harmful. But generally, remittances contribute less to growth than FDI or aid.

Countries that  remittances into investment tend to see stronger GDP growth payoffs, whereas those where channel
remittances primarily fuel consumption see little growth benefit. Encouraging savings and investment of remittances (for 
example, via diaspora investment programs, matching schemes or reducing remittance costs to increase disposable 
funds) can  their development impact.amplify

Thus, while remittances already play a crucial role in supporting households and stabilising economies, policies that 
channel this income into growth-enhancing uses can strengthen their contribution to GDP growth.

For diaspora bonds to become a viable funding source, African governments must build credibility, demonstrate 
accountability and convince their diaspora that their contributions will be used effectively for development.

Much can be done to improve remittance flows, given their role in reaching rural, poor people, particularly during tough 
times. Governments, regulators, financial institutions and development partners can collaborate to overcome the 
challenges and barriers that hinder remittance inflows. Reducing remittance costs is a key priority in this regard, as 
sending money to the continent remains among the highest globally, and moving money legally between neighbouring 
African countries is even more expensive. Regions with high levels of terrorism, such as the Horn of Africa, struggle most. 
In the first quarter of 2023, the average cost of sending US$200 to Africa was  well above the global average of 7.39%,
6.65%. Various factors contribute to these high costs, including limited competition, concerns about money flows to 
groups and individuals associated with terrorists, exchange rate control policies, regulatory barriers and an 
underdeveloped financial infrastructure. According to the World Bank, cutting prices by at least five percentage points can 
save up to  billion annually.US$16

Affordability is expected to improve with enhanced mobile money interoperability and streamlined regulations.

https://www.imf.org/en/Publications/WP/Issues/2016/12/31/Remittances-Financial-Development-and-Growth-18607#:~:text=Remittances%2C%20Financial%20Development%2C%20and%20Growth,in%20less%20financially%20developed%20countries
https://www.mdpi.com/2227-7099/8/2/35#:~:text=,2007%29%3B%20and
https://blogs.worldbank.org/en/peoplemove/remittances-increase-gdp-potential-differential-impacts-across-countries#:~:text=impact%20conceals,e
https://blogs.worldbank.org/en/peoplemove/remittances-increase-gdp-potential-differential-impacts-across-countries#:~:text=Policy,of%20remittances%20for%20investment%20purposes
https://www.daimagister.com/resources/remittances/
https://remittanceprices.worldbank.org/
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Beyond major mobile money providers like Safaricom, MTN and Airtel, new fintech companies are addressing the demand 
for accessible remittance services.  offers fast, secure and affordable remittance options to over 130 countries. Zepz
LemFi, a Nigerian startup, bridges traditional banking and mobile money for seamless cross-border transactions. The 
cross-border payment app, , allows users to send and receive money across several African countries. It has Chipper Cash
recently partnered with TBD, a digital payment platform owned by Block, to expand its network to 40 countries on the 
continent. Tanzania’s fintech company Nala focuses on user-friendly remittance solutions for underserved East African 
communities. South Africa’s  operates in over 20 African countries, providing remittance services and banking and Mukuru
insurance products.

Business-to-business (B2B) fintechs also support the remittance market.  offers payment processing and financial CAB Plc
services to streamline business operations. Onafriq connects 500 million mobile wallets to improve payment 
interoperability. VertoFX facilitates cross-border business payments with competitive rates.  provides a single API Cellulant
integrating mobile money, bank transfers, and cards to simplify business payments. These fintech innovations make 
remittances across Africa more affordable, efficient and accessible.

Additionally, promoting financial literacy and education will help individuals understand and trust digital remittance 
channels, fostering adoption and usage.

The effect of FDI is more positive than remittances if it triggers broader productivity gains. The growth dividends from FDI 
are  when countries have the right complementary conditions, such as skilled human capital, well-developed larger
financial markets and stable governance. FDI accelerates growth only above a certain education threshold in the host 
country, and FDI’s benefits are greater when domestic financial systems can efficiently channel and absorb the investment.

To better leverage growth, many African nations have strengthened their fundamentals over time, for instance, improving 
macroeconomic stability and regulatory frameworks. However, despite growing investment flows from China, Africa’s 
share in global FDI inflows remains modest. It will take a considerable effort to increase current levels to 5.2% of GDP in 
the 2043 modelled in the scenario. Though FDI in Africa is now diversifying into sectors such as manufacturing and 
services, the large share of FDI flows to the continent still comes via the extractive sectors (oil and mining). African 
countries should continue implementing policies to attract FDI; however, these efforts must be accompanied by policies to 
improve domestic conditions and enhance absorptive capacities. This dual approach is essential to mitigate potential 
adverse effects and maximise the economic benefits of FDI. In particular, priority should be given to fostering an 
environment that supports quality education and infrastructure, strong institutions and well-functioning local financial 
markets.

However, this does not suggest that, once domestic conditions improve, all types of FDI are suitable for Africa. African 
countries must move away from a liberal approach and adopt a more selective FDI strategy, similar to East Asian nations. 
These countries have successfully leveraged FDI to acquire advanced technologies and knowledge, strengthening their 
global competitiveness. Due to their strategic approach and sufficient absorptive capacities, FDI has been more effective 
in Asia, particularly China, Taiwan and South Korea. While FDI is not the only solution for Africa’s development, it can be a 
powerful catalyst when aligned with domestic priorities. African governments should, therefore, focus on improving 
domestic policies and targeting FDI that aligns with their long-term development objectives, particularly those that 
support structural transformation, industrialisation and job creation.

While international capital inflows can drive economic growth, poor management can expose African economies to 
financial and macroeconomic instability risks. One key challenge is the potential appreciation of the real exchange rate, 
which can erode competitiveness and reduce net exports, partially offsetting the growth benefits of external financial 
inflows.

https://www.worldremit.com/en/news/zepz-growth-plan
about:blank
https://www.mukuru.com/
https://cabpayments.com/
https://www.cellulant.io/
https://documents1.worldbank.org/curated/en/099525104252334422/pdf/IDU0e021b3d30ef6504b780ace90ed590ce1fee5.pdf#:~:text=link%20between%20these%20two%20variables,For%20a%20survey%20of%20this
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The third component modelled is aid. Aid is not a silver bullet for Africa’s development, but when strategically deployed, it 
can play a crucial role, particularly for the poorest countries. Historically, much of the aid given to African nations was 
driven by strategic interests rather than genuine development goals, but this changed. In many cases, African 
governments misused aid as a resource for personal or political gain, neglecting good governance and sustainable 
development.

Aid and FDI should complement each other, improving infrastructure and human capital to create favourable conditions 
for FDI. Ultimately, the most effective strategy involves a combination of targeted or innovative aid programs and FDI that 
aligns with the country's development priorities.

However, the future of aid is uncertain. It is difficult to predict whether reductions in aid from the world’s largest donor, 
the US, will be temporary or permanent, and the extent to which the EU would be able and willing to make up for the 
associated shortfall. Meanwhile, countries such as China, the UAE and Russia, among others, are unlikely to fill the gap left 
by the West, as their interests primarily focus on infrastructure, security and political influence rather than broader 
development benefits. As a result, the public finances of many poor African recipient countries, where other funding is 
limited, will be strained.

The aid challenge should serve as a wake-up call for Africa. African countries should take advantage of the end of support 
from the US to propose new partnerships made up of direct investment and fairer trade. By strengthening domestic 
revenue mobilisation, investing in local industries, enhancing intra-African trade and promoting transparent governance, 
African nations can transform this challenge into an opportunity for long-term prosperity. Instead of lamenting the loss of 
foreign aid from the US, African countries must rethink their economic strategies, prioritise self-sufficiency and take 
ownership of their development.

In the interim, many critical health, education and food security programs previously supported by USAID face 
disruptions, placing vulnerable populations at risk. Achieving self-reliance will require strategic planning, substantial 
investment in local capacities and a long-term commitment to sustainable growth rather than short-term fixes.

Many advocates support reform of development assistance. To date, aid effectiveness has been driven by a belief in 
recipient ownership, which allows African nations to set the associated development priorities, leading to significant levels 
of budget support. The general approach is that aid should complement domestic resources by funding essential services 
that would otherwise remain underfunded.

It is debatable if this approach suffices in an era when aid is constrained amidst a clamour for value for money. Rather 
than budget support, it may be time to consider an approach that sees aid funds spent on a limited number of highly 
effective projects to ensure the benefits of scale, and increase the portion of aid money that goes to recipient countries, 
the current practice of numerous small projects funded on a bilateral basis by a large number of donors. The result is that 
the  is worth less than US$100 000. Radically simple projects that do one thing on a large scale and median ODA project
where all donor money is managed by a single agency in a sector such as health can provide significant improvements. 
Aid should also go to fewer countries. Rather than support for democracy and human rights, aid should focus on good 
governance practices and be conditional in requiring minimum probity.

Finally, IFFs are a major global challenge, severely impacting Africa’s socio-economic development, given how much they 
drain substantial resources. This raises serious concerns, given the significant financing needed to reignite the growth 
momentum curtailed by the recurrent and overlapping crises in recent decades. Discussions on strategies to mobilise 
adequate funding to meet Africa’s needs in this challenging global context must put the problem of IFFs squarely at the 

https://www.cgdev.org/blog/radical-simplification-practical-way-get-more-out-limited-foreign-assistance-budgets?utm_source=weekly&utm_medium=cgd_email&utm_campaign=weekly_20250422
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centre of the debate. Tackling IFFs is essential to improving domestic revenue mobilisation, unlocking Africa's 
development potential, ensuring economic stability and creating the fiscal space needed to address key social and 
economic challenges effectively.

Given their significant impact on development, African initiatives to combat IFFs have grown in scope and sophistication 
over the years, consisting of efforts to:

Strengthen tax administration and compliance;

Beneficial ownership transparency and establish an anti-money laundering framework to detect and deter the 
movement of illicit monies through domestic banks and businesses;

Crackdown on corruption and public-sector leakages;

Trade and customs reforms;

Harness technology and data.

While progress has been made, the increasing sophistication and frequency of IFFs call for renewed commitment. 
Combating this issue requires a collective effort from African countries, the AU, civil society, the UN and other global 
institutions. Tackling tax evasion, for instance, necessitates collaboration with developed nations to strengthen local tax 
authorities, improve cross-border tax information sharing, combat money laundering and establish global tax 
transparency standards.

The AfCFTA presents an opportunity to fight IFFs by harmonising investment laws, facilitating information exchange, 
enhancing institutional capacity and promoting transparency and accountability. Additionally, African countries should 
adopt automatic information exchange on customs values and invest in training customs officials on proper commodity 
valuation. These measures are crucial to addressing trade misinvoicing, which accounts for over  of Africa’s IFFs.50%

The road ahead is demanding, but it promises a more resilient and self-sufficient future for the continent.

In sum, Africa should work more diligently in setting the terms for how best it can benefit from aid, FDI and the flow of 
remittances. Africa needs to become a rule-maker and assume a larger role in its destiny, particularly in the mode of 
development it pursues. The best strategy to ensure inclusive and sustainable growth in Africa likely lies in a hybrid 
model, where trade, smart aid and public and private investment complement each other.

 

Chart 19: Summary of recommendations

https://www.un.org/osaa/sites/www.un.org.osaa/files/tackling_iffs_in_tax_reform_and_illegal_commercial_practices_-_nov_2022.pdf
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All visualizations, data, and text produced by African Futures are completely open access under the . You have the Creative Commons BY license
permission to use, distribute, and reproduce these in any medium, provided the source and authors are credited.

The data produced by third parties and made available by African Futures is subject to the license terms from the original third-party authors. 
We will always indicate the original source of the data in our documentation, so you should always check the license of any such third-party data 
before use and redistribution.
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