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Introduction

This report outlines the imperative and 
opportunities related to investment in  
African cities. 

The insights in this report are compiled from knowledge developed as 
part of the African Cities Thought Leadership Programme, a collaboration 
between Pinsent Masons and the African Centre for Cities, University of 
Cape Town. 

The programme included five round table discussions 
These sessions brought together Pinsent Masons’ clients and included 
financial institutions, developers, contractors, planners, professional 
advisory consultants and researchers involved in African infrastructure 
projects. The programme ran from November 2018 to November 2019. 
Each session included an input from an ACC expert on African cities. The 
themes reflected the most contemporary thinking regarding African cities. 

The objectives of the programme was to:
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Build a shared understanding of the emergent 
trends in African urban development

Discuss the implications of these trends for urban 
infrastructure investment 

Developing new thinking based on the experience 
and perspectives of private sector participants  
and academics 

Share ideas and co-develop solutions for 
addressing the imperative of Africa’s urban 
infrastructure challenge
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A detailed report was produced for each of the five sessions. The session 
themes and speakers included: 

This report reflects a compilation of the insights across the five round 
tables and the reports. All of the reports can be found on Pinsent Masons’ 
website at the following link: https://www.pinsentmasons.com/thinking/
special-reports/african-cities-thought-leadership-programme.

Session Theme Guest speaker 

1 Africa’s urban trends Gareth Haysom 

2 New towns and cities in Africa Warren Smit

3 Urban culture Rike Sitas

4 Decentralized technologies  
and climate 

Lauren Hermanus 

5 Sub-national finance and governance Sylvia Croese 

African Cities Thought  
Leadership Programme

Round Table 1: Reflections and Insights

African Cities Thought  
Leadership Programme

Round Table 2: Reflections and Insights

African Cities Thought  
Leadership Programme

Round Table 3: The Important Relationship Between  
Culture and Infrastructure in African Cities

African Cities Thought  
Leadership Programme

Round Table 4: Decentralized Infrastructure - Distributed  
Energy Resources (DERs) & Urban Climate Resilience

African Cities Thought  
Leadership Programme

Round Table 5: Urban governance and decentralisation

Covid-19
With some of the most aggressive regulations to combat the spread of 
Covid-19, African governments are being faced with very difficult trade-
offs, many of which will only be truly understood in the months and 
years to come. Undeniably, the lockdown and social distancing measures 
implemented in many parts of Africa are given ultimate expression in 
cities. Cities, as dense agglomerations of people and economic activities 
have become the contemporary test grounds for all manner of controls. 
This is despite the fact that, for many parts of African cities, the underlying 
assumption that staying home is the safest option, is reaching its limits 
when faced with questions of overcrowding, lack of essential services, 
gender-based violence, starvation, and unemployment. 

Many African governments have decided that the short term risks of heavy 
control are better than the long term risks if the virus is left unchecked. 
However, even these short term measures are hitting African states 
hard, with depreciating currencies, rising unemployment, and weakening 
economies. Unlike many of the issues in African countries, which are driven 
by limited demand, this is a unique sort of crisis, driven by state-imposed 
restrictions on supply. While this means that there is more potential for 
correction than under more regular conditions of recession, there are still 
many questions as to what recovery will look like. 

This is despite the fact that, for many 
parts of African cities, the underlying 
assumption that staying home is the 
safest option, is reaching its limits when 
faced with questions of overcrowding, 
lack of essential services, gender-based 
violence, starvation, and unemployment. 
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The immediate imperative
Despite creating global excitement, African cities experience  
extreme infrastructure deficits
Existing networks are strained and deteriorating, requiring upgrade and 
reconfiguration. New developments, particularly on the periphery of urban 
areas, require bulk investments to support urban growth and service the 
expansion of cities.  The private sector must be involved in addressing  
this deficit and supporting the transformation of the continent. The risks  
of not developing infrastructure in Africa, in particular infrastructure which 
is responsive to climate change, the demographic transitions underway, 
and emergent technological advancements, could be crippling. 

Reflecting on this background, this report addresses three questions:

• Why is there limited investment in Africa’s city infrastructures?

• Why should we be investing more in African city infrastructure?

• What do we need to know to improve investment potential?

1. Why is there limited investment in Africa’s city 
infrastructure?
Africa is largely perceived to be rural 
As one of the last continents to urbanize, most people associate Africa 
with farming and rural life. This perception not only exists outside of Africa. 
It is also propagated by African states, which associate cities with colonial 
history, loss of culture, and political opposition. These perceptions divert 
attention away from Africa’s growing cities and their needs. To this day, the 
majority of investment effort is focused at the regional and national scales, 
supported by national governments and lenders to foster cooperation, 
trade, and development. 

Structurally, there is a mismatch between what investors want and 
what cities offer 
This has limited investment in cities. Infrastructure requires long-term 
financial commitments which can be recouped over time. However, in 
Africa, local financial markets are underdeveloped and access to global 
markets is highly constrained as a result. Despite the large pools of global 
capital sitting in banks, pension funds and the like, Africa’s urban public 
infrastructure assets are not regarded as a competitive asset class. This 
is due to perceived higher (or unknown) regulatory and political risks 
and lower returns (due to limited affordability). It is still unknown how 
things like climate change, technology, social and cultural shifts, political 
turmoil and many other processes which are currently underway and 
unprecedented will impact on urban Africa. Overall, the African urban 
environment does not map out well on a traditional risk model for 
investors or contractors as risk matrixes are static, failing to address the 
dynamics of cities. As one round table participant observed:
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The limited data makes it hard to know 
how high the risk is and thus how much 
we should charge for it. We need more 
information, but also new financial tools, 
like insurance products which  
help manage these risks. 

Institutionally, there are challenges related to mandates, 
accountability, and resourcing
Contested decentralization processes, shifting donor driven agendas, party 
politicking, and on-going corruption have together resulted in fragmented 
investments in African cities. These institutional dynamics make working in 
African cities difficult. As the round table participants observed:

Corruption is a major issue. While 
procurement processes are meant to 
improve this, it only makes it worse. 
The private sector needs to engage 
bureaucracies in ways that are open  
and transparent, and that respect 
democratic processes.

Aligning national and local priorities is 
exacerbated if the local government  
and national government are not 
politically aligned.
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2. Why should we be investing more in African  
city infrastructure?
African cities are growing rapidly 
Their rapid growth is changing the face of the continent and the world. 
African cities are bursting with energy and have become important hubs of 
social, political, cultural and technical advancement. From mobile money 
apps to afro-house DJs, African cities are sites of creativity and innovation 
which cannot be ignored. 

There is a huge unmet need 
African urban populations have been underserved and thus represent 
a significant untapped market. Existing networks are strained and 
deteriorating, requiring upgrade and rehabilitation, and new developments, 
particularly on the periphery of urban areas, will require investments 
to support urban growth.  This unmet demand and need provides clear 
opportunities for business growth and the development of new models  
for delivery. 

African cities may be less risky than we think 
In terms of investment prospects, there are many risks which are unknown, 
hard to quantify, or high in the African context. However, with climate 
change, the 4th Industrial Revolution, and global political instability (such 
as Brexit, Hong Kong instability, and Coronavirus), uncertainty may be a 
wider and more pervasive phenomenon. It may be that the risks in Africa 
are only perceived to be more unknown and dangerous than in other parts 
of the world, rather than actually being so. 

What we do know is that the risk of inaction is high 
Due to the size and nature of Africa’s urban development, failing to invest 
in cities poses huge risks to the global economy and to its stability. In 
addition, if the goal for firms is to be cutting edge and to develop long-
term viable markets for investment, the private sector must be involved 
in the transformation of the continent.  Therefore, the private sector 
has an important role to play in shifting the trajectory of Africa’s urban 
development, ensuing that these cities are long-term sites for investment 
and development.

African cities present opportunities to experiment with new 
infrastructure models  
To address both rising demand and emergent risks, new models of 
infrastructure are necessary. Because of the incredible need and the limited 
fixed investment to date, African cites can leapfrog over now obsolete 
technologies. This can open markets for more sustainable technologies and 
infrastructures more quickly than in more developed parts of the world. 

3. What do we need to know to improve  
investment potential?
Understanding African cities, and how they operate, is the first step 
Grappling with the particular challenges which face African countries and 
cities, as well as identifying opportunities, requires a deeper understanding 
of cities. This means that we must get to grip with how they currently 
operate, why they operate in this way, and what possibilities there are  
into the future. Key to this is understanding the diversity of cities on  
the continent. 

The nature of investment in cities matters for urban development 
Rather than applying cookie-cutter approaches, selecting the right 
infrastructure for particular places and contexts is essential. The type  
and character of infrastructure investments will have long-term impacts 
on cities. This will determine if they will develop into viable places to live, 
work, and trade. Investment in the wrong types of infrastructure today will 
have a plethora of long-term negative impacts. 

In most African contexts, traditional models of infrastructure delivery 
are not working 
The conventional model of infrastructure delivery focusses on large scale 
projects, where economies of scale can be achieved and which produce 
centralized networks, which are connected and regulated. In these projects 
and programmes, the projected returns are higher than the calculated 
risks. This model is not possible, or even desirable, in African most cities. 
This is because the public sector is fragmented (especially across levels 
and among departments), service delivery is driven by informal and private 
actors, and risks are high or unknown. Because of this, African cities 
cannot be forced into existing, and now dated, models. As a round table 
participant commented:
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Innovations are needed which:
• Address climate change:  

Resource scarcity and climate related disasters cannot be ignored. 
Dumping obsolete and unsustainable technologies on African cities is  
not a solution to the infrastructure backlog. Instead, innovations in 
service delivery which are responsive to climate change and the green 
economy are necessary. As noted by a participant at one of the round 
table events:

• Respond to changing demographic and cultural trends: 
The youth population in cities is growing. The youth will be the major 
consumers of infrastructure investments which are made over the next 
decade. The youth are changing urban culture – setting new precedents 
for everything from technology to gender norms. Failing to respond to 
this emerging and important demographic will have many consequences. 

• Reflect the diversity of African cities:  
Investment planning and implementation will need to respond to the 
different types of African cities. Size, colonial legacy, unmet needs, 
aspirations, language groups, and other factors all shape development 
potential. In addition, Africa’s large metropolitan areas have very 
different needs, governance structures, and capabilities compared with 
smaller cities and towns.

• Facilitate working with the state:  
Cities are nested in multi-level government systems. Many agents, 
agencies and authorities have some mandate over cities. The many 
participants and stakeholders undoubtedly create both redundancies 
and gaps in authority and decision-making. Therefore, across all levels 
and tiers of government there are challenges to working with states 
on infrastructure provision. Issues of corruption, lack of skills, dated 
bureaucracies, limited fiscal resources etc. all affect the ability of 
the private sector to engage. However, in all cases, the state is very 
important for getting projects and programmes going as public service  
is their mandate. As one round table participant succinctly noted:  
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The conventional financing and funding 
models often do not work in African 
cities. We need financial institutions to 
come to the table with new ideas.

Concepts such as the ‘circular economy’ 
and ‘zero waste’ are emerging in Africa, 
not as a nice to have, but as a necessity.
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Innovators will have to understand and work with African  
city governments
Decentralization processes, while inconsistent in implementation and 
effectiveness, have worked to strengthen (at least in theory) urban 
governments and support their autonomy. Understanding the extent 
to which city governments are empowered, to do what and when, is 
essential for infrastructure development programmes and projects in 
Africa. Innovations which circumvent or ignore local governments risk 
undermining the long-term development potential of areas. Equally it is 
important to engage beyond the state with the plethora of stakeholders 
who are instrumental in city-development processes. From traditional 
authorities to NGOs, these stakeholders play a central role in the 
governance of cities and urban areas. 

Government as a strong partner
There is clear opportunity to see the government as a partner. The growth 
and challenges of urban Africa are unprecedented. Governments are 
looking for creative ways to move forward and think beyond the  
models which have been implemented elsewhere. As one round table  
participant noted:

Infrastructure needs to address social and cultural factors 
Social and cultural practices are perceived to detract from the 
implementation of sound technical solutions. However, in all projects 
and programmes cultural values, norms, and assumptions shape how 
infrastructure is to be developed and used and cannot be ignored.  
Understanding how culture shapes aspirations, demands, and uses  
of urban infrastructure can create possibilities for new types of 
investments and approaches. The management of ‘social risks’  
requires proper investment and the development of new skills  
within project teams, such as stakeholder mapping and cultural  
analysis. One round table participant put it simply as follows: 

By approaching governments with ideas 
and engaging them in finding shared 
solutions there is the potential to find 
new opportunities.

If we were to take a cultural, social, 
infrastructural lens in order to fix 
education - what would it look like in  
50 years’ time?

Change needs to be institutionalized 
and there needs to be a collaboration of 
different role players.
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The future imperative

Given what we know (and what we do not 
know), future investments in African city 
infrastructure will likely need to:
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Be Incremental and scalable:  
To reduce risk and respond to changing needs, 
new infrastructure investments must be more 
diffuse, incremental, adaptive, and scalable.  
It is important to be able to imagine new ways  
of doing things, where there is little precedent  
and experience. 

Embrace new technology:  
The youth in today’s African cities were born 
in urban areas, have access to information 
and technology, and are clued up on politics. 
The young and digital nature of contemporary 
African urban culture has direct implications 
for infrastructure and must be embraced by the 
private sector. Refusing to adapt to evolving 
technologies and cultural change is not viable.

Support governance development:  
The long-term viability of urban areas will not be 
a result of individual investments in infrastructure, 
but rather the integration of these investments 
across urban landscapes. It is thus important to 
think beyond individual projects. Key to this is to 
use projects to develop the long-term capacity 
of urban governance  and city-wide planning 
systems in African cities. An integrated and 
holistic approach is required. As one round table 
participant summed it up:

It is important to identify investors that 
focus on funding emerging markets, 
understand local dynamics and risks, and 
are willing to look beyond conventional 
actuarial approaches to costing risk.
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