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1. Problem: Africa’s Rising Debt Burden

African countries will pay close to S89 billion in debt servicing. More than
half of the continent’s 1.3 billion people live in countries that spend more
on interest payments than they do on education or health, according to
the United Nations Trade and Development Agency (UNCTAD).

Every year, $88.6 billion leaves Africa in the form of illicit financial flows.
Current Debt levels in 20 countries are unsustainable.

“Debt has become a silent famine.”— Former Ethiopian Prime Minister
Hailemariam Dessalegn. “Investing in Africa’s productivity is therefore not
an act of charity; it is a strategy for global stability. The war in Ukraine
exposed the fragility of supply chains: when Black Sea grain exports
stopped, wheat prices surged 70% and food inflation spread worldwide,”
he adds. “Food insecurity anywhere now drives inflation, migration and
political unrest everywhere.” source: Devex.

New ‘America First’ global health strategy in Africa — one that will work
to position American companies to lead in African markets and position
African governments as paying customers.



https://www.treasury.gov.za/comm_media/press/2025/2025031201%20Media%20Statement%20-%20Africa%20Expert%20Panel.pdf
https://www.devex.com/organizations/united-nations-conference-on-trade-and-development-unctad-30441
https://www.devex.com/organizations/united-nations-conference-on-trade-and-development-unctad-30441
https://unctad.org/news/africa-could-gain-89-billion-annually-curbing-illicit-financial-flows
https://t.devex.com/dc/kyXVoDpAY__Vu56MNr4POjbW6rOsZ37Uc-AtgCDeIvf-tQPk7a-wKqtdlQNd9Binflgb2tpQe1HfJCjHnRgBZxiRJSPLgygsvqGtcFtwEHg48Dexg2BNVqoqRNlVtyXKtWGUxNMeXP_5oQgAksm2p90I5PSlbqECHEBSxofs5kig_9LIbMqe7LO-zxv8QeAKg_IzVUBz8mmjSzWibVOMf-FnKdOWmJt3e5d_TbWjFXZ1Nun4yaeBVtA6N2kprT_mDYeBmQtL8dc3ztyJXVcxKK8bsrumtNh0DikDwQ1rGsZUqeyCQC7J-6iVnwzWFc1m/Njg1LUtCTC03NjUAAAGeOvfRZRhdA6ZBhJSRkmhrLlkRt0Y0AmhXVOYpjezfYgEW8v2hMEqc3_U37ADmxQo_Dr1voog=
https://t.devex.com/dc/kyXVoDpAY__Vu56MNr4POjbW6rOsZ37Uc-AtgCDeIvf-tQPk7a-wKqtdlQNd9Binflgb2tpQe1HfJCjHnRgBZxiRJSPLgygsvqGtcFtwEHg48Dexg2BNVqoqRNlVtyXKtWGUxNMeXP_5oQgAksm2p90I5PSlbqECHEBSxofs5kig_9LIbMqe7LO-zxv8QeAKg_IzVUBz8mmjSzWibVOMf-FnKdOWmJt3e5d_TbWjFXZ1Nun4yaeBVtA6N2kprT_mDYeBmQtL8dc3ztyJXVcxKK8bsrumtNh0DikDwQ1rGsZUqeyCQC7J-6iVnwzWFc1m/Njg1LUtCTC03NjUAAAGeOvfRZRhdA6ZBhJSRkmhrLlkRt0Y0AmhXVOYpjezfYgEW8v2hMEqc3_U37ADmxQo_Dr1voog=
https://t.devex.com/dc/kyXVoDpAY__Vu56MNr4POjbW6rOsZ37Uc-AtgCDeIvf-tQPk7a-wKqtdlQNd9Binflgb2tpQe1HfJCjHnRgBZxiRJSPLgygsvqGtcFtwEHg48Dexg2BNVqoqRNlVtyXKtWGUxNMeXP_5oQgAksm2p90I5PSlbqECHEBSxofs5kig_9LIbMqe7LO-zxv8QeAKg_IzVUBz8mmjSzWibVOMf-FnKdOWmJt3e5d_TbWjFXZ1Nun4yaeBVtA6N2kprT_mDYeBmQtL8dc3ztyJXVcxKK8bsrumtNh0DikDwQ1rGsZUqeyCQC7J-6iVnwzWFc1m/Njg1LUtCTC03NjUAAAGeOvfRZRhdA6ZBhJSRkmhrLlkRt0Y0AmhXVOYpjezfYgEW8v2hMEqc3_U37ADmxQo_Dr1voog=
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2. Debt Stress Implications for Trade
and Sustainable Investment

A. Higher Borrowing Costs - Reduced Competitiveness
High sovereign risk premiums raise the cost of credit across the economy.
Exporters face expensive working capital and trade finance constraints.

Infrastructure bottlenecks (ports, energy, logistics) are harder to resolve, reducing trade
competitiveness.

B. Currency Instability - Volatile Trade Flows
High external debt exposure makes currencies vulnerable to external shocks.

Forex shortages limit import capabilities for inputs and machinery, weakening
industrialization.Export sectors face difficulties repatriating earnings or accessing forex.

C. Investor Confidence Declines

Raises perceived political/economic risk.Delays FDI decisions

Shifts investors toward extractives or informal sectors with faster returns

Reduces appetite for long-term capital such as infrastructure or manufacturing FDI
D. Crowding Out of Private Investment

Government borrowing absorbs limited domestic liquidity, leaving fewer resources for SMEs
and investors. This stifles innovation and private-sector job creation.



3. How Donor Fatigue Impacts Trade
and Investment

Donor fatigue limits:

Technical assistance for trade facilitation
Infrastructure grants and concessional financing
Support for regional integration (AfCFTA)

Blended-finance structures that de-risk private
investment

Support for investment climate reforms, governance,
and capacity building

Result: countries increasingly depend on market-rate
borrowing or state-to-state deals (often non-
concessional), which raise debt vulnerabilities further.



4. Strategic Responses: Strengthening
Trade & Investment to Manage Debt.

A. Trade-Led Growth as a Debt Management Strategy

Leverage AfCFTA to diversify exports
— Reduce reliance on commodity cycles

— Promote regional value chains (agro-processing, pharmaceuticals,
textiles)

— Harmonize standards to attract regional investors
Improve trade facilitation and logistics

— Digital customs, single-window systems

— Reduce border delays and NTBs

— Strengthen port logistics and cold-chain infrastructure
Expand services trade

— Tourism, ICT, logistics, finance

— Services typically require less capital and can generate stable Forex
earnings.



B. Attracting Investment to Reduce Reliance on Debt

e Shift from debt-financed infrastructure to PPPs and blended
finance

— Mobilize private capital for ports, power, transport.

— Use guarantees and risk-sharing mechanisms to de-risk investments.

— Prioritize commercially viable projects with transparent procurement.
* Improve investment climate

— Regulatory simplification

— Stable and predictable taxation

— Contract enforcement and arbitration frameworks

— Anti-corruption measures
* Use investment promotion agencies more strategically

— Target sectors with high employment + export potential

— Provide investor aftercare services

— Promote industrial zones and export processing hubs



C. Managing Donor Fatigue with Better Partnerships

* Shift from aid dependency to co-investment models
— Donors increasingly prefer catalytic instruments

— Governments should frame proposals around shared risk,
investment returns, and measurable outcomes.

* Build a predictable donor coordination platform
— Annual donor roundtables aligned with national budget cycles
— Sector-based coordination forums (agriculture, energy, health)
— Joint financing facilities for climate and trade infrastructure

* Use concessional financing only for high-impact sectors

— Prioritize human capital, climate resilience, and digital
transformation

— Avoid using concessional loans for recurrent expenditure



D. Strengthen Domestic Resource Mobilization
to Support Trade Investment

Modernize customs to increase efficiency and
reduce leakage

Expand export tax rebates and trade-related
Incentives
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5. Innovative Financial Mechanisms that Support
Trade & Investment

Green and blue bonds to finance climate-resilient
ports, sustainable fishing, and renewable energy.

Diaspora bonds for industrial zones, tourism
infrastructure, and export industries.

Debt-for-nature or debt-for-development swaps to
reallocate debt service toward export-supporting
sectors.

Revenue-linked bonds that adjust payments during
commodity downturns, reducing default risk.

Trade finance guarantees (Afreximbank, IFC, ECGC) to
unlock private credit for exporters.



6.Case Studies: Practical Lessons

A. Morocco — Attracting Investment Through Trade Integration
Deepened trade ties with EU
Built competitive industrial zones (automotive, aerospace)

FDI surged due to predictable regulations and stable macro policy
Result: rising exports reduced external vulnerabilities.

B. Ethiopia — Industrial Parks for Export Diversification
Government investment + PPPs + donor support
Attracted textile and light manufacturing FDI

Boosted job creation and exports
Lesson: predictable power and logistics matter as much as tax incentives.

C. Kenya — Blended Finance in Energy
Private capital invested in wind and geothermal projects

Reduces need for debt-financed generation
Lesson: risk mitigation guarantees unlock major inflows.



7. Policy Recommendations

Anchor macro stability to restore investor confidence.

Prioritize export diversification and value addition through
AfCFTA.

Accelerate trade facilitation and customs modernization.
Reform SOEs and cut fiscal leakages.

Use PPPs and blended finance in major infrastructure.
Strengthen investment climate and legal predictability.
Launch diaspora and green/blue bond programs.

Improve donor coordination to maximize catalytic support.
Deepen capital markets and domestic savings mobilization.

Increase transparency of debt reporting and borrowing
decisions.



8. Conclusion

Africa’s debt challenges and donor fatigue are real, but they also
create an opportunity. A shift toward trade competitiveness and
investment-driven growth—supported by reforms, innovative
finance, and strategic partnerships—can help countries:

Reduce debt vulnerabilities
Create sustainable jobs.
Strengthen public service delivery.
Build resilient export sectors.
Attract long-term private capital.

African countries must negotiate trade deals through AU not
bilaterally.

African countries must fund their own elections.

Debt sustainability is not just a fiscal issue — it is a trade and
investment competitiveness issue.
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