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ABSTRACT 

Africa has been perennially touted as a continent heavily dependent on 

foreign aid. However, the strength of this assertion appears to be erod-

ing.  Six out of the ten fastest growing economies in the world are from 

Africa. Together with other affirmative statistics, there is a growing be-

lief that the continent is at the threshold of reigniting development for 

economic security. A critical factor evident in this trend is the rise of 

entrepreneurship on the continent. In this regard, a sector that is expe-

riencing a lot of growth and investment and touted for being at the fore-

front of the entrepreneurial revival is the Tech Startup sector. From a 

neoliberal perspective, this article explores tech startups as channels 

for entrepreneur-induced development. It particularly highlights the 

extent to which the solutions of tech startups are driving Africa’s quest 

for economic security.  
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1. Introduction 

 

The quest for development among African countries has been 

persistently marked by heavy reliance on foreign aid from the ad-

vanced industrialized economies. Yet, due to economic mismanage-

ment, corruption and political instability, among others, much of the 

foreign assistance has not resulted in substantial growth and develop-

ment.  In some cases, periods of increased development aid also saw a 

decline in the real per capita income of most African countries.1 This 

trend, however, appears to be changing. The International Monetary 

Fund’s (IMF) 2014 World Economic Outlook Report, for instance, notes 

that of the ten fastest growing economies in the world, six will be from 

Africa.2  An earlier report by the Economist pointed out that six of the ten 

fastest growing economies from 2000 to 2010 were from Africa and, 

forecasts that the continent will host seven out of the ten fastest growing 

economies by the end of 2015.3  Similar statistics have thrown new light 

on economic performance of African countries and thereby engender-

ing optimism that the countries are at the threshold of reigniting their 

economic development. Contrary to past efforts, however, the current 

picture is hardly aid induced. Rather, it is wheeled by an increase in 

foreign direct investment and a surge in entrepreneurship.4 This phe-

nomenon is observed all over the continent, where infant entrepreneur-

ial concerns are addressing the myriad of challenges confronting Afri-

can countries.  

A phenomenon which is seeing a lot of growth and investment 

and touted for being at the forefront of the surge in entrepreneurship in 

Africa is Tech Startups.5 Technology Startups are a global trend in en-

trepreneurship generally manifesting as newly created companies 

adapting technology towards the development and implementation of 
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solutions to challenges confronting individuals and organizations. 

Brands such as Facebook, Google, Microsoft, and WhatsApp are global 

examples of Tech Startups.  

Africa’s Tech Startup sector was first captured on the global ra-

dar following the activities of M-PESA in Kenya in 2007. Known popular-

ly as mobile money, M-PESA enabled the conduct of financial transac-

tions via mobile phones. This is now being replicated in India, Afghani-

stan, Egypt, Ghana and parts of Eastern Europe, among others.6 

One of the consequences of M-PESA has been the surge in For-

eign Direct Investments (FDIs) from Microsoft, Intel, IBM, Google, 

among others to startups in Africa. The year 2013 saw the largest of such 

investment on the continent.7 States are also touting a renewed belief in 

the ability of technology startups to promote development in Africa. The 

United States, through the State Department, is using initiatives such as 

DEMO Africa to promote and support tech startups.8 In Nigeria, the Na-

tional Information Technology Development Agency (NITDA) has an-

nounced plans to support the growth of technology, especially startup 

innovations with 1.5billion Naira.9  African States are also being encour-

aged by the United Nation’s Economic Commission for Africa to devel-

op ICT policies with emphasis on creating the enabling environment for 

small businesses to thrive.10 

With the increasing proliferation of mobile devices and access 

to cheaper Internet bandwidth, and with most African countries hosting 

similar socio-economic landscapes, solutions from tech startups can be 

replicated across the region. Developments in the tech-startup sector 

represent the core of entrepreneurial revival expected to engender 

growth and development towards an assurance of economic security in 

African countries.  

This article explores the entrepreneurial revival manifesting in 

the tech startups on the continent and the extent to which it engenders 

economic security in Africa. This will be achieved by deconstructing 

Africa’s tech startup ecosystem and examining how its various compo-

nents operate. The article then presents the contribution of tech-

startups to economic security while highlighting some constraints. It 

particularly focuses on the extent to which the solutions of technology 

startups are driving Africa’s quest to develop in key sectors.  
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2. Africa’s Economic Security Landscape and the Entrepreneurial 

Missing Links 

 

The entrepreneurial history of African countries predates colo-

nialism.11 Evidence of this resides in the numerous routes established to 

facilitate trade between the hinterlands and the coastal communities, 

including foreign traders. One of such routes, the Trans-Saharan trade 

route of the fifteenth century, 12 for instance, led to the growth of African 

cities and kingdoms including Jenne, Gao, Timbuktu, Kumbi and Gha-

na, which promoted innovation and led to the building of large craft 

industries. The entrepreneurial activities included the setting up of in-

digenous establishments for the exchange of manufactured goods – silk 

and cotton cloth, beads, mirrors – from North Africa with commodities 

of the West African savanna – gold, ivory, gum, kola nuts and captive 

slaves.13 However, the trans-Atlantic slave trade and the economic con-

sequences of European trade with Africans led to a reduction in entre-

preneurial activities on the continent, as the people looked more and 

more to the West and their colonial powers for technology and innova-

tion.  

After independence, most African states organized their socie-

ties with development strategies based on the dominant role of the 

state, with public sectors driven by governments controlling the “com-

manding heights” of the economy.14 This was due in part to the fact that 

the new African states inherited an economic system that was structured 

around the economies of their colonial masters which usually involved 

supplying raw materials to “feed” the latter’s industries. In addition, 

due to the commodity booms of the 1960s and 1970s, African states had 

enough resources to pursue ambitious socialist-inclined entrepreneuri-

al ventures aimed at the state owning the means of production in order 

to share the proceeds equally to its citizens. Consequently, entrepre-

neurial pursuits from the private sector were very low.15  

Soon, the deficiencies of such a system became apparent. The 

end of the commodity boom, the inefficiencies of the State-Owned En-

terprises (SOEs), the development of the bloated administrative state – 

one in which the government is envisioned as playing an omnipresent 

role in driving industrial development and socio-economic progress – 
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and the oil price hikes in the late 1970s plunged African economies into 

serious debt and a probable collapse.16 Following from this, African 

leaders saw the need to join efforts to put together plans for  more sus-

tainable economic development. This led to the Lagos Plan of Action in 

1980, which was aimed at enhancing Africa’s self-sufficiency by de-

creasing reliance on the extraction of raw materials, promoting indus-

trialization, and equity in global trade relations, as well as an increase 

in development aid from the international community.17 The Lagos Plan 

of Action was stillborn as the release of the Elliot Bergs’ Commission 

report in 1981 eventually led to the Structural Adjustment Programs 

(SAPs) by the Bretton Woods institutions.  

It is widely believed that the externally imposed Structural Ad-

justment Programs (SAPs) introduced by the Bretton Woods institutions 

as a response to the economic malaise in some African countries, 

brought entrepreneurship and private sector participation onto the 

agenda for economic development.18 Structural Adjustment Programs 

emphasized the liberalization and privatization of the economy. These 

are necessary ingredients for entrepreneurship and thriving enterpris-

es. With SAPs, the economic structure of African states began to shift 

from one of a state dominated and centrally planned economic structure 

to one where economic liberalization enhanced the role of the private 

sector in nation building. This was done through initiatives expanding 

support for the private sector, creating the enabling environments for 

business to thrive, and promoting economic integration with other 

States.19 Economic liberalization enabled entrepreneurship to take off 

on the continent, albeit very slowly.  

This entrepreneurial revival is reflected in the emergence of a 

wave of very optimistic recent reports on the performance of the Afri-

can private sector. Accenture (2010),20 in a study entitled “Africa: the 

New Frontier for Growth,” argues that the moment is right to look be-

yond BRIC (Brazil, Russia. India and China) to view Africa as the new 

emerging market, because Africa’s gross domestic product (GDP) 

growth of more than five percent during the 2000s makes it the second 

fastest growing region in the world. They continue that this growth is 

very profound considering Africa’s very poor average growth rates of 

2.5 per cent in the 1980s and 2.3 percent in the 1990s. The report con-
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cludes that this very impressive manifestation of growth from the conti-

nent presents new opportunities for African businesses, which are 

growing faster than their peers are in other parts of the global econo-

my.  A similar report by McKinsey Global Institute (2010)21 entitled “Li-

ons on the Move,” also announced the claim of progress and the poten-

tial of African economies. They projected Africa’s GDP in 2020 to be at 

$2.6 trillion, consumer spending to rise to $1.4 trillion, and 128 million 

households to obtain “discretionary income”. From these projections, 

McKinsey forecasts that in the near future a dynamic African business 

sector will play an increasingly important role on the world economic 

stage. They claim that already 100 companies with revenues greater 

than $1 billion can be identified on the continent. Further, a report by 

Ernst and Young in 2011 based on interviews with 500 business leaders 

portrays Africa’s economic development positively, pointing to strong-

er foreign direct investment (FDI) flows, improved investor confidence, 

and, in general, a positive macroeconomic outlook as signals.22 Adding 

to these, a study by the African Development Bank (AfDB), also in 2011, 

notes that manufactured exports from Africa roughly doubled during 

the 2000s.23 Additionally, with FDI inflows to Africa at $62 billion in 

2009, the United Nations Economic Commission for Africa (UNECA) re-

ported a dramatic increase in FDI on the continent during the 2000s as 

an almost sevenfold increase in just a decade.24 These developments 

paint a picture of an African private sector that is poised to ultimately be 

the engine of growth in the continent. 

The entrepreneurial renaissance cannot be fully understood by 

looking at macroeconomic figures alone. There are several studies 

pointing to positive developments at the entrepreneurial level that are 

contributing to the phenomenon. First, a study by the Organization for 

Economic Cooperation and Development (OECD) Center for Develop-

ment in 2009 argues that growing numbers of businesses in Africa are 

moving from informality to formality due to improved governance and 

market institutions. Second, scholars like Olomi (2009), Kelley et al. 

(2010), and McDade and Spring (2005) argue that the world is currently 

witnessing the emergence of an African entrepreneurial class striving 

to develop medium and large-scale enterprises in the modern formal 

sector. Third, a number of studies describe the rise of “national cham-
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pions.” For example, the Boston Consulting Group (2010) released a 

report on the 40 fastest growing and globalizing African companies in 

which they suggested that a new “African Capitalism” is being defined 

because of “African Challengers” that are emerging from the “over-

looked continent”. Finally, several reports (for example, Accenture, 

2010; Mckinsey Global Institute, 2010; Ernst and Young, 2011) highlight 

the rapid increase in the number of foreign multinational corporations 

(MNCs) in the African business sector encouraged by improved condi-

tions of doing business and changing views of Africa among decision 

makers of MNCs.  

 
3. The Phenomenon of Startups in the Global Economy 

 
Entrepreneurship in Africa is gaining increasing importance 

and is gradually being pushed as the solution to Africa’s development 

challenges. Although the private sector includes companies of varying 

sizes from large multinationals to the small and medium sized enter-

prises (SME), the SME sector in particular is a very significant player. 

For example, SMEs accounted for 3.2 million jobs and 18 percent of 

Kenya’s GDP in 2003 and were responsible for 95 percent of Nigeria’s 

manufacturing in 2005.26 Further, in Ghana, data from the Registrar 

General show that 90 percent of companies registered are in the realm 

of SMEs27 and 70 percent of Ghanaians are employed in microenter-

prises.28 For South Africa, SMEs account for almost half of the country’s 

GDP and nearly a fifth of employment. 

The importance attached to the SME sector and its prospects for 

development has led to many initiatives especially on the part of gov-

ernments and international organizations to support it. In Egypt in 2004, 

the government passed an SME law (No. 84/2014) to improve and sup-

port the development of SMEs and set up a Social Fund for Develop-

ment through its support programs to enhance the growth of SMEs.  

The number one trend that gives credence to the entrepreneur-

ial renaissance across the globe is tech startups.29 Startups are new ven-

tures aiming for high growth often with funding from venture capitalists. 

They pursue global opportunities based on introducing customers to 

innovations that have a clear competitive advantage and high growth 
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potential. Although most people automatically associate the term 

startup with tech startups due to its popularization by Silicon Valley’s 

new technology ventures, it has grown to be representative of just more 

than tech startups. It is now very fashionable for almost any business 

venture starting out to describe itself as a startup. In this work, howev-

er, any reference to startups refers to those emerging from the techno-

logical industry. Eric Ries defines such tech startups as a “human insti-

tution designed to create a new product or service under conditions of 

extreme uncertainty.”30 Steve Blank, a technology startup expert, de-

fined a startup as an organization formed to search for a repeatable and 

scalable business model.31 Through these definitions, it can be estab-

lished   that the key attributes of a technology startup are that it focuses 

on innovation and scalability. The former refers to the extent of original-

ity or improvement engendered from the application of completely 

novel or pre-existing technologies in a way that enhances processes, 

productivity or outcomes relating to people and businesses. Scalability 

usually refers to a firm’s ability to grow. Technology startups are not 

just expected to grow but are expected to have a high growth potential 

that is unconstrained by geography. This is because their solutions are 

believed to have a global reach due to technology and the Internet.  

With a global economy increasingly hinging on information and 

tech startups occupying the core of this information age, the prolifera-

tion of startups portends significant prospects for the future of the glob-

al economy. A special report by the Economist on tech startups de-

scribed this phenomenon as “a Cambrian moment,” equating the ex-

plosion in the rise of new startups to a biological evolution that oc-

curred 540 million years ago where life forms began to multiply leading 

to what is popularly known in biology as the “Cambrian Explosion.”32 

This allusion of tech startups to the Cambrian explosion supposes that 

tech startups like the Cambrian explosion are “reshaping entire indus-

tries and even changing the very notion of the firm.”33 It is noteworthy, 

for instance that the significant achievements of Alibaba, the retail gi-

ant, have been achieved without any physical inventory or huge outlays 

of infrastructure. Many such operators in the tech industry owing their 

origin to small startups today harness the power of technology while 
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barely registering ownership of inventory, services or information 

traded or supplied on their platforms.  

According to the Economist, the explosion in the number of tech 

startups is caused by “cheap and ubiquitous building blocks for digital 

products and services”.34 Others are services for sharing code 

(GitHub), finding developers (eLance, oDesk) and testing product usa-

bility (UserTesting.com). Additionally, “application programming inter-

faces” (APIs), digital plugs that are multiplying rapidly and allowing 

one service to use another, are one of the cheap and ubiquitous build-

ing blocks for tech startups. For example, a person designing a product 

can integrate these “APIs” into his product - (Twilio), maps (Google) 

and payments (PayPal) ─ without having to rebuild them. The most im-

portant of these building blocks are services that can play host to 

startup technologies, as well as make available, distribution and mar-

keting opportunities. These are collectively referred to as platforms and 

can include such Application Stores on both IOS and Android and social 

media such as Twitter and Facebook. This makes the Internet a key plat-

form in any startup ecosystem.  

Tech Startups, unlike other firms, usually operate in communi-

ties where they support each other to thrive. These communities consist 

of entrepreneurs, and large companies. Silicon Valley, arguably one of 

the largest of such tech communities in the world, for instance presents 

an environment for hosting and nurturing multiple startups by bringing 

together entrepreneurs, investors, mentors, and service providers 

among other stakeholders. Countries around the world are doing their 

best to recreate and compete with Silicon Valley.35 The Chilean gov-

ernment has established the Startup Chile program “to attract world-

class early stage entrepreneurs to start their businesses in Chile.”36 

China is also investing significantly towards replicating a Silicon Valley-

style ecosystem. Similarly, Canada is promoting a startup visa hoping 

“some of Silicon Valley’s top tech prospects from around the world will 

consider setting up shop north of the border.”37 In Kenya, a presidential 

decree has opened 30 percent of public contracts to young entrepre-

neurs, especially in its tech startup ecosystem.38 All these efforts are 

increasing the boom of startup ecosystems across the world with Israel 
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having been able to closely follow Silicon Valley and earning the entire 

country the name “Startup Nation”.  

 
4. Overview of Africa’s Startup Ecosystem  

 

The revolution in the rise of the number of startup ecosystems 

across the world is not leaving Africa behind. Over the years, across its 

major cities, more and more startup ecosystems are springing up in 

Africa. The most vibrant startup ecosystems are found in Nairobi, Cape 

Town, Accra, Lagos, Dakar, Kampala, Dar Es Salaam and Johannesburg. 

In total, there are fully developed startup ecosystems in varied shapes 

and sizes in at least 29 African countries.39 

So many factors contribute to the increasing number of startup 

ecosystems; chief among them is the expanding coverage of the Inter-

net. The Internet is known to increase productivity of an economy, be it 

already developed or not. Empirical research has proven, with specific 

reference to developing countries, that a 10 percent increase in broad-

band and a 10 percent increase in wire line Internet penetration are 

associated with a 1.38 percent and a 1.12 percent increase in GDP 

growth, respectively.40 According to an International Telecommunica-

tions Union (ITU) report in 2013, Africa was the fastest growing region in 

terms of mobile broadband. This included 93 million subscriptions, 11 

percent penetration and an 82 percent cumulative annual growth rate 

(CAGR) between 2010 and 2013.41 Painting the picture more clearly, a 

decade ago there were roughly 10 million Internet users in the entire 

African continent. This figure has since increased annually. These de-

velopments have largely been pushed by the opportunities provided 

by the proliferation in the number of undersea cables connecting to Af-

rica even since 2009. 

The Internet is the backbone of the startup ecosystem and this 

has led governments such as Rwanda, Morocco and Nigeria to empha-

size internet-driven growth by expanding high-speed Internet access to 

most of their populations. The consequent prospect for tech startups is 

the growing innovation in web-based ventures addressing virtually all 

aspects of the human endeavor on the continent.  
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Tech startup ecosystems have various components. An under-

standing of the tech startup ecosystem in Africa will not be complete 

without looking at the roles of the various components that enable it to 

thrive. In the following section, we will be looking at the main compo-

nents of the startup ecosystem which are the regional and national poli-

cies, tech hubs, venture capitals, big tech companies, and the pool of 

skills and talents.   

The journey towards developing a comprehensive startup eco-

system for the African region has gained traction with the development 

of regional and national policies. Recognizing the important role that 

ICTs play in helping countries attain development goals and the multi-

plier effect that it has on growth and socio-economic development, the 

Economic Commission for Africa (ECA) took up the challenge and 

launched the African Information Society Initiative (AISI).43 The initiative 

was a shared vision to bridge the digital gap between Africa and the 

rest of the world and to create effective digital opportunities to be de-

veloped by Africans and their partners to speed the continent’s entry 

into the information and knowledge-based global economy. The AISI 

established the National Information and Communications Infrastructure 

(NICI) whose main role is to develop and implement policies and plans 

within the wider national socio-economic development objectives, 

strategies and aspirations of African states.44 In Ghana, an ICT for Ac-

celerated Development (ICT4AD) policy was developed in 2003 simul-

taneously to focus on developing the ICT industry while at the same 

time using ICTs to drive other sectors of the economy. In addition, the 

government established the Ministry of Communication to manage the 

convergence of communications and technologies to promote a viable 

integrated national development process within a global setting. Kenya, 

through its Vision 2030 policy, recognizes ICT as a foundation for a 

knowledge economy. The government in its effort to drive the devel-

opment of the ICT sector launched its first National ICT Master plan, 

meant to drive citizen adoption of the vision 2030 priorities through ICT 

policies and initiatives.45  The Master plan projects that by 2017 Kenya’s 

ICT industry will be contributing an estimated US$2 billion (some 25 

percent of Kenya’s GDP) and will have created approximately 500 new 

tier-1 ICT companies and over 50,000 jobs.46 Most other African coun-
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tries have adopted similar ICT for development policies. These policies 

have provided the foundation needed for tech startups to thrive alt-

hough there is still more that can be done relative to ICT policies. 

Beyond the regional and national policies, one of the main 

sources of locally developed applications created by tech startups is 

the technology hubs that are springing up across Africa.  Technology 

hubs provide a unique environment where technology startups can start 

faster. They nurture a network of entrepreneurs, providing places 

where they can work, meet, collaborate, network and learn. They be-

lieve that by getting the right people together in a physical space, good 

things happen. Within less than five years, the number of tech hubs on 

the continent has more than increased 10-folds.  There are now more 

than 90 technology hubs across the continent, and more than half of Af-

rica economies have at least one. They are located mostly in urban cen-

ters. 

Hubs such as MEST in Ghana, the Co-Creation Hub in Nigeria 

and iHub in Kenya are widely regarded as models.47 The latter was re-

cently named by Fast Company magazine as one of the most innovative 

companies. The trend of increasing tech hubs development and the 

economic development potential they hold has impressed the Kenyan 

government so much that it has committed to establishing a tech hub in 

each of its 47 counties.48 A study shows that startups that are part of 

hubs or participate in sector events are 23 percent more likely to get 

funding from investors or venture capitals.49  

Connecting all these tech hubs in Africa is a pan African innova-

tion hub network called AfriLabs. AfriLabs currently is an expanding 

network of 36 technology innovation hubs in 18 countries across Africa. 

It aims to build an innovation infrastructure by supporting the develop-

ment of startups, technology, and innovation that will encourage the 

growth of Africa’s knowledge economy. According to AfriLab’s Execu-

tive Director, Tayo Akinyemi, the network’s contribution to Africa’s 

startup ecosystem is in “investing in building tech hubs, their infrastruc-

ture and ensuring the efficient distribution of resources.”51 AfriLabs also 

provides best practices, mentoring, networking opportunities and other 

resources for hub managers and entrepreneurs. With more than 200 
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hubs springing across the continent, it is fast becoming the stamp of 

recognition for tech hubs in Africa. 

In addition to the hubs, the main agents of high growth financial 

investment in Africa’s startup ecosystem are Venture Capitals (VCs) 

and Angel investors. Venture capitals operate by owning equity in the 

startups in which they invest. This helps them generate economic re-

turns for themselves and their investors. For instance, 88mph, invests 

up to US$ 100,000 per startup in early stage mobile web tech startups 

targeting the African market.51 Other noted Venture Capitals on the 

continent include IntelCapital, Sawari ventures, Adlevo Capital, Jacana 

Partners, and Gold Venture Capital Limited. Many of the venture capi-

tals on the continent have come together to form the continent’s largest 

online community of investors called VC4Africa. Angel investors, usual-

ly referred to as angels, are high-net worth individuals who provide 

capital for startups in exchange for convertible debt or ownership equi-

ty. Angel investing is rising on the continent with VC4Africa reporting 

that angel investors have invested more than $27 million through its 

network on the continent. Governments recognizing the important role 

finance plays in developing an effective startup ecosystem have also 

established venture capitals and other financing mechanisms to boost 

the activities of tech startups. In Ghana, the government established 

Venture Capital Trust Fund to provide low cost financing to SMEs which 

then went on to set up the Ghana Angel Investment Network (GAIN) ─ a 

network to provide a formalized way to attract investors to invest in 

startups. The government also launched the Ghana Alternative Market, 

a sort of stock exchange market for startups, which seeks to provide an 

alternative exit route for VCs and then enable startups and SMEs to 

raise capital to support growth and expansion. Since the venture capital 

industry in Africa is still nascent and a lot of the affluent do not yet trust 

the tech startup model, many tech startups seek funding from abroad. 

For instance, a Silicon Valley based venture capital firm EchoVC, which 

has invested in Facebook, LinkedIn and Bit.ly, has committed around 

$30 million to tech startups in Sub-Saharan Africa.52  

Another component of Africa’s startup ecosystem is that big 

technology companies are increasingly establishing offices on the con-

tinent. Although this trend is attributable to governments becoming 
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more stable, increasing urbanization and the rise of mobile computing, 

their influx is leading to technological transfers and infrastructural in-

vestments that are essential for the startup ecosystem. For instance, in 

terms of infrastructure, Google has initiated Project Link which seeks to 

build a super-fast, high-capacity fiber network to enable any local mo-

bile operator and Internet Service Provider to “connect more people to 

faster, more reliable Internet.”53 It has already launched this in Kampala 

and is set to launch in Accra very soon. In addition, Microsoft has rolled 

out white spaces pilots in Kenya, South Africa, Tanzania, Ghana and 

Namibia meant to enable the delivery of broadband internet using dy-

namic spectrum access with unused spectrum usually used to deliver 

Television channels.54 In addition to building infrastructures that creates 

opportunities for entrepreneurial pursuits, these big technology com-

panies also invest directly in the startup ecosystem. For instance, IBM 

has established innovation centers in Lagos and Casablanca which give 

entrepreneurs of tech startups access to IBM technology and expertise 

as well as sales training and business and marketing support.55 Addi-

tionally, in 2013, Microsoft launched its 4Afrika program which gives 

grant directly to tech startups and partners with tech hubs and startup 

incubators.56 

The most important component of the startup ecosystem is the 

tech entrepreneur or startup founder. For technology startups, entre-

preneurs are usually referred to as founders and it is common to find a 

startup with two or more co-founders. Although it does not apply in 

most cases, the founders are expected to have complementary skills 

with the norm being one having technical skills and the other business 

skills. An important determinant of an ecosystem’s success depends on 

the talent of its entrepreneurs and developers. That is to say, tech 

startups need software engineers in order to realize their ideas. Alt-

hough the supply and quality of software developers on the continent is 

low, there is a lot of emphasis on the acquisition of ICT skills in Africa 

with states inculcating ICT in their educational curricula and numerous 

private IT institutions springing up around the continent to meet the 

demand.57 In Africa, the higher education system has been expanding 

at almost twice the global rate over the past 40 years. Even more im-

portantly, about half of the students enrolled are studying social scienc-
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es, business and law, which are fundamentally skills for entrepreneurs 

seeking to build a business. In addition, increasingly there are Africans 

who go abroad and return with skills relevant for the startup ecosystem. 

The number of Ghanaian students studying abroad more than quadru-

pled from 1900 students in 2007 to 9100 in 2012, and this is providing a 

big pool of talents from which entrepreneurs emerge.58 In addition, in-

stitutions such as the Meltwater Entrepreneurial School of Technology 

(MEST) in Ghana have structured programs solely to produce tech en-

trepreneurs and have graduated over 200 students since 2008.59 These 

initiatives have led to the belief that Africa has the right pool of talent to 

support the startup ecosystem and to boost a healthy generation of in-

novative startups which will help promote the development agenda of 

the continent. 

Governments also form a huge part of the startup ecosystem 

since organizations and institutions require a stable and good political 

environment to function effectively. Although governments in most Afri-

can states are often associated with corruption, lack of vision and poor 

regulation which often tend to stifle entrepreneurship, there are signs 

that they are recognizing the increasing importance of tech startups and 

taking concrete steps to encourage their development. Kenya has been 

lauded as the most innovative country in technology by far because of 

good regulations and Governmental support.60 In addition, the Kenyan 

government is planning a development known as Konza Techno City 

which will be a special economic zone aimed at attracting tech startups 

and other technological companies. In Ghana, the government cut sods 

for the establishment of tech parks, similar to Silicon Valley, in Tema 

and Cape Coast.  

Universities are also ecosystem enablers. In the U.S., a survey 

done on Stanford Alumni Network revealed how former students help 

create jobs, revenues and social impact through enterprise, in particu-

lar startups.61 Universities also run entrepreneurial programs and some-

times provide funding to students with the best ideas to establish their 

ventures. Although this is not a big part of the operations of startup eco-

systems in Africa, some universities are beginning to take note of glob-

al trends and are initiating programs to support the advancement of 

tech startups. For instance, in Ghana, the Kwame Nkrumah University of 
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Science and Technology has established a tech hub meant to foster an 

innovative and entrepreneurial community building tech startups.   

Mobile operators perform two crucial roles in the startup eco-

system. First, since most of the products and services by tech startups 

are mobile, they rely heavily on mobile operators to distribute their 

products and services to customers. Mobile operators provide their 

own direct app stores where consumers can access the apps and pay 

locally for the apps because they lack local payment options for appli-

cations on major app stores like the Android Play Store. Second, mobile 

operators are increasingly supporting the tech startup ecosystem by 

directly investing and supporting their activities. For instance, Airtel 

run an app challenge across some countries on the continent, where 

winners who brought about innovative ideas were given funding and 

mentorship to develop their ideas into tech startups.  

5. Tech Startups and Africa’s Economic Security 

States have long recognized the important role that technology 

plays (technological change) in helping them achieve their develop-

mental goals. Particularly, with the introduction of the Information 

Communication Technology for Development (ICT4D) in the early 

2000s, there was optimism in the role of technology to help countries 

attain the Millennium Development Goals (MDGs) and the related mul-

tiplier effect on the general growth and socio-economic development of 

states. To this end governments, international donors and multinational 

corporations have focused attention on developing the ICT sector to 

accelerate the level of development on the continent.  

Added to this appears to be the growing shift in development 

cooperation towards private sector development where entrepreneur-

ship is seen as a key factor. Here, the creation of new business firms is 

widely held as a panacea for the ills of the current structure of the glob-

al economy. In fact, in 2009, President Obama elevated entrepreneur-

ship as a critical pillar of U.S. global engagement and as a means to 

deepen the partnership between the United States and the international 
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community.62 Emphasizing this, President Obama at the Global Entre-

preneurship Summit held in Kenya expressed that: 

 

Everywhere I go, across the United States and around 

the world, I hear from people, but especially young 

people, who are ready to start something of their 

own…to lift up people’s lives and shape their own des-

tinies. And that’s entrepreneurship. Entrepreneurship 

creates new jobs and businesses; new ways to deliver 

basic services; new ways of seeing the world…it’s the 

spark of prosperity. It helps citizens stand up for their 

rights and push back against corruption. Entrepreneur-

ship offers a positive alternative to the ideologies of vio-

lence and division that can all too often fill the void 

when young people don’t see a future for them-

selves…63 

 

Added to this, the World Bank, the United Nations, donor states and 

other developmental partners have joined the bandwagon in promoting 

entrepreneurship as part of the panacea to development ills of develop-

ing countries. The Economist described this effectively, in its assertion 

that entrepreneurship is “an idea whose time has come.”64 

It makes sense then for the intersection of ICT4D and entrepre-

neurship to be perceived as being important to the developmental 

agenda of African states. In fact, three pillars of the fourteen pillars of 

Ghana’s ICT4D strategy are aimed at enhancing the operations of en-

trepreneurs and the private sector: facilitating the development of the 

private sector, developing export oriented ICT products and services 

industry, and developing a globally competitive value-added services 

sector as a regional business service and ICT hub.65 For Kenya, a key 

pillar of their Vision 2030 development strategy, which aims to maintain 

a sustained economic growth of at least 10 percent per annum from 

2012 and beyond, is Informational Technology Enabled Services (ITES). 

Konza Technology City, the flagship project under ITES pillar, aims to 

create more than 20,000 direct jobs and increase its contribution to the 

Kenyan GDP by ksh10 billion.66 
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Tech Startups are right at the center of this intersection. As we 

saw in the previous section, they are built around a vibrant ecosystem 

that seeks to champion their cause and spread their goodwill. Tech en-

trepreneurs, developers and other stakeholders meet regularly in 

events across African cities where they discuss how their activities 

could promote development. An example of such events is Barcamps. 

Barcamps, a global phenomenon of “tech un-conference” originating 

from Silicon Valley, has been the launch pad of some of the successful 

technology innovations on the continent. For example, Barcamp Nairobi 

was very instrumental in developing the idea of Ushaihidi and bringing 

its founders together. It also eventually led to the creation of the iHub, 

one of the biggest tech hubs on the continent.67 

Wennekers and Thurik68 offer a systemized way to look at the 

contribution of entrepreneurs to the economic development of states. 

To analyze the contribution of tech Startups to the economic security of 

African countries, we will apply Wennekers and Thurik’s division main-

ly for its explanatory ease. Wennekers and Thurik attribute economic 

development through entrepreneurship to three main processes or en-

trepreneurial activities: enhanced competition (productivity), innova-

tions, and job creation. It is important to note that these processes or 

activities might have overlapping properties and as such might not be 

mutually exclusive.  

Innovation is often cited as the most important contribution of 

tech startups to economic security in Africa. Innovation involves the 

translation of an idea into one or multiple applications. Quite often a lot 

of technology entrepreneurs claim to be innovative, which usually in-

volves bringing new-to-the-world ideas into technical, market or busi-

ness model domains. It also involves the entrepreneurs’ awareness to 

build a competitive advantage based on the capabilities to utilize re-

sources and doing something distinctive with them ─ what Schumpeter 

calls “new combinations.”69 Technology, business processes and busi-

ness models are some of the various ways in which innovations are 

manifested. This is to suggest that it is not only by producing a particu-

lar technology that innovation is born. Variations in the process and 

business models can also lead to innovation.  
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According to Wim Naude,70 entrepreneurs in developing coun-

tries have a “much greater propensity for innovation than is often rec-

ognized in the literature or by policy makers.” This can be attributed to 

the fact that technology entrepreneurs on the continent often try to use 

technology to find localized solutions to localized problems and attempt 

to solve problems of global proportions. The often-cited story of MPE-

SA (known popularly in other parts of the continent as mobile money) is 

still very relevant in this context. MPESA ─ a SMS based money transfer 

system that allows individuals to deposit, send and withdraw funds us-

ing their mobile phones ─ could not have taken off or started in the 

West. This is because they have a well-structured formal financial sec-

tor unlike that of Africa where a majority of the population is in the in-

formal sector. As such, it makes sense that such a solution will come 

from the continent since the problem of safe cash transfers was peculiar 

to African economies. Currently, more than 45 percent of Kenya’s GDP 

flows through MPESA and since 2009, the country has increased access 

to formal financial services to 67 percent from just about 41 percent of 

adults.71 Most people refer to this development when they emphasize 

the potential for economic development by tech Startups. Its ability to 

have rippling effects on other industries and create indirect employ-

ment to other sectors has been marked as the main reason to promote 

the activities of tech entrepreneurs.  

This type of localized solutions to localized problems can be 

found in other sectors of the economy. A famous example in the enter-

tainment sector is the solution by IROKOtv. IROKOtv, a Nigerian-based 

startup often called the “NetFlix of Africa,” is a web platform that pro-

vides paid-for Nigerian and Ghanaian films. Charging a subscription 

fee as low as US $3 per month, it has proved popular with people in the 

Diaspora and has become a medium for filmmakers to get dividends 

from their toils by helping to ease the effect of piracy on their reve-

nues.70 Another innovative tech startup in the entertainment industry is 

Leti Arts, based in Ghana and Kenya. In the CEO’s own words:  

 

We are in a very unique spot in terms of entertainment, espe-

cially in video games. We want to use technology to make en-

tertainment fun. In that way, we leverage on African history 
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and folklore and use technology to present it in a format that 

younger generations of today can relate [with]. We are creat-

ing an industry too, since it’s a new space, we want more peo-

ple to dive in…what we are trying to do is what the Japanese 

did with their culture, Naruto games and comics.73 

  

In agriculture, there is Farmerline based in Ghana and expand-

ing across West Africa, which uses voice SMS to provide agricultural 

extension services to farmers using mobile phones. Then there is eSo-

ko, another Ghanaian startup that provides a market place for farm pro-

duce, making farmers and customers know the current price of a com-

modity before going to the market. In health, the tech Startup, Gifted-

Mom uses low cost technology to help mothers and pregnant women 

access medical advice in rural communities. This Startup has set itself 

the ambitious goal of solving one of Africa’s biggest and oldest prob-

lems ─ that of maternal and infant mortality ─ starting from Cameroun.  

We can go on and on about how widespread the reach and how 

grand some of the problems are that the Startups are attempting to 

solve. What we see from this, however, is that their solutions inevitably 

increase the welfare of many people. By solving a problem unique to 

the African geography, which will have most likely remain unsolved, 

Tech Startups have claimed a recognition of being at the threshold of 

bringing increased development to the African continent.  

Critics argue that some of the products put forward by technol-

ogy startups cannot be classified as being innovative. They posit that 

those startups mostly replicate innovations from developed countries 

that have worked and as such are not coming out with anything original.  

They explain that this is because of two main factors. First, unlike de-

veloped startup ecosystems like Silicon Valley, many of the innovations 

developed here are not based on research and development. Very few 

technology hubs, not to mention Startups, have research facilities. As 

such, no serious research is done to address the myriad of challenges 

facing the continent. This could probably lead to half-baked ideas and 

prevent the solution or innovation from having the desired impact. Sec-

ond, there appears to be a disconnect between tech Startups and the 

Universities. Whereas universities like Stanford and MIT play a huge 
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role in the Startup ecosystem in the United States or other developed 

countries, the idea of technology entrepreneurship in African universi-

ties are yet to be established. However, this appears to be improving as 

some universities are having tech hubs of their own. Kwame Nkrumah 

University of Science and Technology (KNUST) in Ghana and Strath-

more University in Kenya all have very functional tech hubs that are 

helping in building tech Startups right from the universities.  

In spite of these criticisms, others are of the view that the act of 

adapting innovations from other parts of the world to suit the local con-

text is in itself an innovation. This is because certain solutions although 

available in the developed countries might not be readily available in 

developing regions like Africa. However, since such software’s appeal 

and tendency to enhance productivity is universal, it becomes neces-

sary for African Startups to create local versions that can be easily ac-

cessed. For example, the Startup called Rocket Internet has been very 

successful in replicating and adapting innovations from the developed 

countries that have worked in the African context and have been oper-

ating with offices in Nigeria and Ghana. Some of their products are 

Jumia, which is adapted from Amazon, and Kaymu, adapted from E-bay.  

With regard to job creation, a study by Vosloo lists the general 

advantages of small firms in developing countries as having a higher 

propensity of innovations per employee, greater flexibility, higher 

growth, and job creation rates as well as being better suited to serving 

limited or specialized market niches.74 Further, studies by Audretsch et 

al. have concluded that countries that have gained a greater share of 

smaller firms often tend to experience higher economic growth and 

development.75 Even more, a study of job creation in Sweden by An-

derson and Delmar define Startups as the top ten percent of job crea-

tors in absolute numbers. Enrico Moretti in the New Geography of Jobs 

posits, “attracting a software engineer triggers a multiplier effect, in-

creasing employment and salaries for those that provide local ser-

vices…research shows that for each high tech job, five additional jobs 

are created outside the high tech sector.”76 Inferring from these studies, 

it is expected that startups on the continent will report a similar level of 

job creation in Africa. Evidence found on the continent and opinions 

from interviews point to a similar trend.  
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High levels of unemployment remain a chronic problem in the 

development efforts of most developing countries. In the particular case 

of Africa, this is compounded by the continents burgeoning youthful 

population accounting for more than 60 percent of the continent’s popu-

lation and approximately 45 percent of the total labor force.77 In spite of 

this trend, most African countries in complying with the conditions im-

posed by the Structural Adjustment Policies of the Bretton Woods insti-

tutions have retrenched large numbers of public sector workers. For 

instance, in early 1995, the Zimbabwean cabinet ordered all govern-

ment ministries to reduce their staff by 40 percent, which translated to 

approximately 10,000 people losing their jobs by the middle of the 

year.78 Currently, in complying with directives from the IMF, there has 

been a freeze on employment in the public sector in Ghana. These de-

velopments have compounded the unemployment situation in the coun-

try with the result being mass graduate unemployment. 

This has led African governments to look for ways to enhance 

employment and job creation. In Ghana, on April 15, 2015, the govern-

ment launched the National Employment Policy that puts the onus of job 

creation on the private sector.79 It states, “Government policy on em-

ployment generation will emphasize the provision of a favorable envi-

ronment for private investment and job creation. Government will con-

tinue to maintain stable and favorable macroeconomic policies, pursue 

vigorous human resource development, and provide basic infrastruc-

ture and additional incentives to support a vibrant private sector as the 

engine of economic growth and job creation in Ghana.” The National 

Employment Policy also goes on to acknowledge tech Startup as the 

fastest job creators in the country. It states, “Information Technolo-

gy/Business Process Outsourcing firms (Tech Startups) are the fastest 

employment generators in Ghana today. Affiliated Computer Services 

(ACS) which was established in the country in November 2000 with 85 

workers employed 1400 persons in early 2004 with an end of year pro-

jection of 2000 persons.”80 

Also, since Startups are young firms, they do not directly em-

ploy many people but indirectly have been a 10-fold multiplier. Ex-

plaining further, Cecilia Guilford of the World Bank intimated that, 
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“they need people, they need services, they create services and there’s 

employment attached to that.”81 

However, although tech Startups are among the fastest growing 

employers on the continent due to their high-growth nature, traditional 

large companies, agriculture, and the government remain the largest 

employers on the continent.  

Beyond the above, one of the ways that innovative entrepre-

neurship promotes economic growth and development is through in-

creased competition. A study by Geroski concludes that, “… competi-

tion plays a significant role in stimulating productivity, with both new 

firms and new ideas provoking movements to, and outwards move-

ments of, the production frontier which, the data suggest, would not 

have occurred in their absence.”82 This is to suggest that the activities of 

innovative firms often tend to enhance productivity and efficiency 

among their firms and other industries. Gort and Sung, in an economet-

ric study of the U.S. telephone industry, concluded that increased com-

petition led to greater efficiency within that industry.83 They highlighted 

that greater efficiency of “firm-specific organization capital” and rivalry 

often led to the stimulation of innovation and thereby increasing eco-

nomic growth and development. A classic example of this phenomenon 

can be found in the 2015 annual letter to shareholders of America’s big-

gest bank, JP Morgan Chase. In the annual letter, the CEO, Jamie 

Dimon, warned: “there are hundreds of Startups with a lot of brains and 

money working on various alternatives to traditional banking” and as-

sured the shareholders, however, that they should be “rest assured, we 

analyze all of our competitors in excruciating detail ─ so we can learn 

what they are doing and develop our own strategies accordingly.”84 

Across some other industries there appears to be technology Startups 

that are attempting to disrupt the very nature of the industry and forcing 

the incumbents to innovate in order to maintain or enhance their com-

petitiveness.  

This tendency for tech Startups to disrupt industries and in-

crease competition among firms is believed to be resonating in Africa, 

too. The mobile money services are attracting a lot of attention from the 

traditional banks. In Kenya, Equity Bank has also gone on to acquire a 

license from the Kenya Communications Authority to use SIM overlay 
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technology to give it reliable access to the mobile channel through 

which it will directly serve customers without relying on mobile opera-

tors like Safaricom.85 

Furthermore, competition among Startups on the continent is 

usually to prove the viability of the market as very few Startups have 

managed to be overwhelming successes. In the ecommerce space es-

pecially, there have been many Startups competing for market shares. 

In just Ghana alone, there are Tonaton, OLX, TISU, Kaymu and Jumia. 

These competitive trends have led to enhanced innovative strategies 

with some competitors enabling home delivery of bought goods, pay-

ment on pick-up and promoting the adoption of online payment plat-

forms. It is believed that this would increase the productivity of the en-

tire production spectrum, as the ease of transacting in an online market 

place will release resources for other productive ventures.  

 
6. Conclusion 

Despite all these positive economic development prospects and 

the hype surrounding the technology Startup scene in Africa, the trou-

bling reality is that they encounter many challenges that will make any 

critical observer doubt their potential. One of the most significant chal-

lenges in this regard is the supply and access to capital. Currently, the 

main sources of capital for new entrants and growing Startups are re-

tained earnings, credit cards, and investments from family and friends. 

Sometimes technology startups also get funding by winning competi-

tions and by pitching their ideas at technology events. Access to capital 

from the formal avenues ─ banks, venture capitals, angel investors, in-

cubators and big corporations ─ have proved the most difficult. For 

banks, the entrepreneurs complained that they charged a high interest 

rate such that it impeded their profitability. Additionally, some banks 

require 150 percent of the borrowed amount as collateral, which effec-

tively rules out many technology Startups from being eligible for fund-

ing.  

Furthermore, startups face severe competition from well-

established corporations with the means and security to hire those tal-

ents. While 86 percent of tertiary institutions in Sub-Saharan Africa offer 
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a course in entrepreneurship, only seven percent have an entrepre-

neurship center dedicated to entrepreneurial development; 28 percent 

offer courses specializing in entrepreneurship; and 10 percent offer a 

course in innovation and technology.86 This has led to the situation 

where the culture of innovation is lacking in schools on the continent. 

For technology startups, the level of technical skills on the continent is 

said to be inadequate. Neal Hansch, the managing director of the Melt-

water Entrepreneurial School of Technology (MEST) asserts “not having 

enough software developers in the ecosystem that when our companies 

are growing they can hire” is a major challenge.87 The quality of the 

technical skills is also an issue of contention: Osborn, the CEO of Pay-

Sail, argues that there is not “enough talent here. People can code, 

build stuff, etc., but looking at what people are building in the West and 

you use and feel good about them, it’s not happening here but we are 

trying.”88  

For technology entrepreneurs, the poor state of infrastructure in 

Africa is also a big hurdle to the growth of their startups and their sub-

sequent contribution to the growth of their local economies. This se-

verely affects the entrepreneurs’ cost, market access and efficiencies. 

The biggest of these infrastructural challenges to technology startups 

are access to constant electricity power and the high cost and low Inter-

net speed. Excluding South Africa, the rest of the three countries sur-

veyed ─ Ghana, Nigeria and Kenya ─ have serious challenges relating 

to adequate and reliable supply of electricity. This is, however, more 

prominent in Nigeria and Ghana, where the use of diesel generators to 

supplement the national grid has become a necessity and adding to the 

already burdensome cost of running a startup. In addition, although the 

internet situation is improving across the continent, Africa still has some 

of the lowest speed in the world. Compounding this is its cost to the 

technology entrepreneur and the average user. A 2014 Alliance for Af-

fordable Internet (A4AI) report that surveyed 51 emerging and devel-

oping countries found “not a single country can claim to meet the af-

fordability benchmark set by the United Nations Broadband Commis-

sion of broadband priced at less than five percent of monthly income 

for those potential users surviving on less than $2 a day.”89 The high 
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cost of the Internet presents another undesirable situation to the tech 

entrepreneur, because some of their products rely on the Internet to 

function or be downloaded. The high cost of the Internet discourages its 

adoption among users. Furthermore, there have been investments in 

the Internet infrastructure by governments and the private sector meant 

to make the Internet more affordable. However, many technology en-

trepreneurs and users of the Internet complain of not noticing any dras-

tic reduction in the cost of broadband as anticipated. In explaining the 

reasons for this from their understanding of investing in high-speed fi-

ber optics network in Kampala, the country manager of Google Ghana, 

Sowah (2015), confided: “whereas the network cost must have come 

down due to our investments, most of [the] other operating costs for 

African businesses continue to go up. And for many of the ISPs [Internet 

Service Providers], this does not necessarily translate to profit just be-

cause they are saving on some costs.”90 

Despite the challenges faced by technology startups on the con-

tinent, there are more technology startups springing up every day. In 

this regard, it is important that African governments and private stake-

holders be deliberate about solving these challenges to enhance the 

competitiveness and appeal of startup ecosystems on the continent. 

More specifically, governments in Africa can create a more conducive 

environment for startups to flourish by providing tax incentives, build-

ing infrastructures and opening up the regional market so that innova-

tions and capital can freely flow to other areas. For private stakeholders 

such as universities and technology entrepreneurs, there is the need to 

undertake research to develop feasible solutions to the problems of 

building successful companies. For investors, particularly foreign in-

vestors, there is the need for them to make more effort to understand 

the context within which startups in Africa operate so that they can have 

realistic expectations of their investments and Africa’s startup culture. 

As innovation and the creation of jobs are necessary conditions for eve-

ry country’s development, technology startups could prove to be the 

lynchpin for Africa’s economic security.  
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