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Sectoral Composition of Economies by Income Groups

Chart 3 presents the average sectoral composition of low-, lower-middle-, upper-middle- and high-income countries’
economies globally for 2023. The forecast is initialised from the World Development Indicators and IMF data and may
differ slightly from other datasets. This is because the International Futures forecasting platform uses Global Trade
Analysis Project (GTAP) data to categorise forecasts of economic value into six sectors instead of the standard threefold
distinction between agriculture, services and manufacturing. Energy, materials and ICT constitute additional sectors that
allow for more granular forecasting.

Chart 3: Sectoral composition of global economies by income groups, 2023 ISS‘ AFI
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Chart 3 illustrates how the sectoral composition of GDP evolves as countries advance economically through the
reallocation of economic activity from low-productivity sectors to high-productivity ones. As populations grow wealthier,
the contribution of the services sector increases significantly, while the share of agriculture and materials declines. The
manufacturing sector plays a growing role during the transition to upper-middle-income status, but its relative importance
diminishes once countries attain high-income levels, at which point high-end services become the primary engine of
growth. Notably, the contribution of the energy sector declines steadily as income rises, whereas the ICT sector maintains
a consistent contribution of approximately 4% in low-income countries and two to three percentage points higher in other
income groups.

In recent decades, the contribution of ICT has become particularly important in high-income economies. Despite its
relatively small contribution to added value, ICT is a growth multiplier as countries go up the GDP per capita ladder. It
facilitates knowledge exchanges, including the effective functioning of regional and multinational value chains, which
include goods and services. Looking at the changed nature and structure of modern economies, the question is whether
ICT can leverage the same productivity improvements in combination with the service sector at low levels of development
that previously came from manufacturing.

Although a number of African countries have experienced very rapid economic growth in the last two decades, that
growth came mainly from high commodity prices that have attracted more investment in extractive industries with limited
linkages to the rest of the economy and away from manufacturing, limiting economic diversification and rendering Africa
vulnerable to external shocks.
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Across all income groups, agro-processing is often the entry point for industrialisation, with the potential for exports and
to benefit from regional trade agreements. The associated strategies are often SEZs and industrial parks but with mixed
success. Regional integration such as the AfCFTA offers an opportunity to scale manufacturing markets beyond small
domestic bases, as discussed previously.

There are, of course, large variations in this general trend, with some high-income countries globally (such as Taiwan)
having a manufacturing sector above 50% of GDP, whereas the sector contributes only about 1.2% to GDP in the Bahamas.

Chart 4 compares trends in manufacturing, services and agriculture in contribution to GDP in Africa, the Asian Tigers and
India from 1960 to 2043. Historically, Africa appeared to be a mirror of India’s recent development path, particularly in the
extent to which services dominate African economies. In India, the contribution of the service sector to GDP overtook
agriculture's contribution to GDP as early as 1975, yet it took another three decades for manufacturing to do the same,
highlighting the subdued role of industrialisation in India’s economic structure.

Chart 4: Trends in manufacturing, services and agriculture value-add as % of GDP, 1960-2043 |55‘ AFI
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India's model, while distinctive, has come with trade-offs. The premature growth of the service sector, without a broad-
based industrial foundation, alongside a delayed demographic dividend (India entered its demographic window of
opportunity in 2008), contributed to slower-than-anticipated growth and job creation over several decades. Furthermore,
systemic challenges such as bureaucratic overregulation, corruption and limited market competition stifled economic
dynamism until the landmark economic liberalisation reforms of 1991. These reforms initiated a process of deregulation
and market opening, but structural weaknesses remained.

India’s recent demographic dividend, combined with improvements in education, increased infrastructure investment and
a renewed policy focus on expanding the manufacturing base, as reflected in initiatives like Make in India, suggests a
potential pivot toward more rapid and employment-intensive growth in the future. Examined in the theme on
demographics, Africa should get to its demographic window of opportunity at around 2051, much later than other
regions, and this is an important reason for its relatively slow improvements in income.

In contrast to India, China (and previously Japan and the Asian Tigers) followed a manufacturing-led strategy, underpinned
by deliberate state planning, export-oriented industrialisation and aggressive investment in infrastructure and human
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capital. With a lower dependency ratio and a strong manufacturing base, China achieved sustained high growth rates and
generated mass employment across rural and urban areas. Its development path underscores the critical role of
industrialisation in facilitating broad-based structural transformation.
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* All visualizations, data, and text produced by African Futures are completely open access under the Creative Commons BY license. You have the
permission to use, distribute, and reproduce these in any medium, provided the source and authors are credited.

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

All of our charts can be embedded in any site.
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