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Comprehensive  situational analysis of startup ecosystems in 
Africa 1H2023 by Fola Odufuwa & Muruiki Mureithi 

sponsored by Mozilla/AU-NEPAD to develop evidence-driven 
policy recommendations for the African Union, Regional 
Economic Communities, and Member States for a more 

robust and sustainable start-up ecosystem

Purpose of the study



How we carried out the research

• Review relevant primary research 
and surveys 

• Understand the role of governments 
in expanding the startup ecosystem

Desk Research

• 70 semi-structured interviews with 
founders, investors, regulators & 
key informants in 6 countries. 

• Study trips to South Africa, Kenya, 
Nigeria, Senegal, Ghana & Zambia

Stakeholder interviews

• Reviewed policy initiatives of the 
Arab Maghreb Union (AMU), 
ECCAS, ECOWAS, AfCFTA, 
COMESA, EAC and SADC

Regional Economic Communities

• Brazil
• Colombia
• India
• Malaysia

Benchmarking

Sectoral Analysis
• FinTech
• Health
• Agriculture
• Health



Stark & widening gulf between leading & lagging countries

• There is a huge digital inequality paradox in Africa! 
• African startup ecosystems can be grouped into three categories based on the levels of publicly 

disclosed venture capital (VC) funding since 2015.

Source: Fola Odufuwa & Muriuki Mureithi.



Mapping the African Startup Ecosystem

Source: Fola Odufuwa & Muruiki Mureithi
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African startup ecosystems are struggling and need to be lifted

Thank You
Uneven evolution of 

startups 

• Continent-wide, four 
countries account for
80% of VC investment.

• At the regional level, 
limited startup activity 
especially in the 
Economic Community 
of Central African States 
region.

• Across Africa, negligible 
ecosystem activity 
outside the capital city, 
except in Tier 1 and 
some Tier 2 markets.

Ecosystem policy 
leadership is 

underwhelming

• Government strategy 
engagement is missing; 
only four countries have 
enacted a legal 
framework for startups
(Tunisia, Senegal, 
Nigeria and DR Congo). 

• Regulatory impediments 
manifested in the home 
jurisdictions

• Startups  register 
jurisdictions where it is 
easier to access funding
notably Delaware –
70% of overseas-
registered African 
startups

Funding & digital skills 
capacity is inadequate

• Applicants exceed the 
spaces available by a 
large margin. No 
framework to address 
those not admitted.

• Only about a third of 
startups go through 
acceleration. 



• Wide variance from one country to 
the other in the % of the adult 
population that use the internet

• That a startup ecosystem is 
“advanced” does not in any way imply 
that it is fully mature or evenly 
developed and the ecosystems of even 
Tier 1 countries need to be 
strengthened.

• The latest nationally representative 
data shows that Nigeria’s individual 
internet usage levels have barely 
grown since 2018, further increasing 
the challenge of digital inequality. Yet 
this is the African country with the 
most cumulative VC startup funding 
since 2015 (US$2.06b – Disrupt Africa)

• African startups emerge and thrive in 
environments where digital access is 
relatively easy and widespread and 
usage levels are constantly rising.

Leading countries  are not evenly developing
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03Tough business environment
Hostile operating environments are 

inimical to innovation & sustainability

Cumbersome regulations
A big hurdle that forces African 

startups to scale back or even fold up

Inadequate government support
Most markets have not seen significant 
public sector reforms, interventions, or 

incentives to help African startups 
overcome their obstacles.

Poor capitalization
Cashflow shortages arise from 

inadequate access to funding, and 
limited interest of local capital 

providers.

Scarcity of competent talent
There is a shortage of skilled workers 
especially in software development, 
product management, business 
development, and digital marketing. 

Insufficient commercial knowledge
A major factor that has caused the 
failure of many startups is the 
prevalence of founders who are 
lacking in soft commercial skills and 
business acumen

Weak digital infrastructure
The biggest pain point for startups 
who depend on fast and reliable 
internet connectivity, mobile devices, 
and digital platforms to run their 
operations and reach their customers.

Challenging tax systems
Many founders are not aware of tax 
benefits on offer to smaller businesses 
by the tax authorities.

African founders face numerous unnecessary challenges



But these regulatory and environmental problems can be solved!

POSSIBLE SOLUTIONSTYPESMAIN CATEGORIES

 Develop continental frameworkCumbersome regulationsRegulatory impacts
 Liberal national policiesChallenging tax systems
 Improve tax regimesDispute resolution

 Conduct policy auditMarket challengesOperating environment
 Prioritize youth developmentInadequate govt support
 Access to affordable communicationsWeak digital infrastructure

 Access to cheap office space
 Stable power supply
 Reliable front-end & back-end systems

 Access to marketsDifficulty in scaling
 Access to public procurements

 Access to skilled workersScarcity of competent talent
 Build user trustLow public trust in new technologies
 National orientation campaignsLingering effects of colonialism

 Provide training & capacity developmentInsufficient commercial knowledgeFirm-level factors
 Access to fundingPoor capitalization
 Develop solid partnershipsLow marketing capacity
 Recognize cultural nuances
 MentorshipMarket naivety & inexperience
 Managed expectations
 Knowledge sharing
 Drive & gusto of the founding team

Excessive funding



Deal pipeline
Africa is NOT producing 
enough startups to match 
investor appetite. What 
happens when VC funding 
contracts?

1 Digital markets
There are NOT enough 
digital markets to make for 
a Digital Single Market at 
the continental level –
impacts AfCFTA 
implementation.

2 Fragmentation 
Wide & growing disparities 
re markets, digital skills, 
entrepreneurship, gender, 
etc. Negligible ecosystem 
linkages to enable startups 
scale across borders.

3
Regulatory 
coverage
There is NO policy 
framework to connect & 
harmonize disparate 
regulatory systems.

4 Operating 
environment
Business barriers & 
restrictions in the operating 
environment ARE hostile to 
innovation and cross-
border expansion.

5

Key drivers of policy recommendations
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Thank you for your 
time and attention


