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The Manufacturing Sector in Africa

The nature and value contribution of Africa’s manufacturing sector differ widely across African countries depending on
income level, structural transformation and integration with global markets. Thus, in low-income African countries such as
Chad, Malawi, Burundi and DR Congo, manufacturing represents small, informal and micro-enterprises. These often are
family-based enterprises that make furniture, textiles and garments, process food and beverages and make handicrafts
with no or limited capital investment, using outdated technology. In lower-middle-income countries such as Kenya, Ghana,
Nigeria, Cote d'lvoire and Senegal, agro-processing of cocoa, coffee, cashew, maize, oil palm, as well as production of
construction material, is characteristic of the manufacturing sector. Growth in manufacturing in these countries is often
constrained by high energy costs, unreliable energy supply, weak infrastructure deficit, skills shortages and import
competition compared to the more mature and globally integrated sectors such as automotive and component
manufacturing, chemicals and petrochemicals, metals and machinery found in upper-middle-income African countries
such as South Africa, Mauritius, Botswana and Nambia. These countries face intense competition from Asia.

For Africa, these contrasting models offer important insights. Africa’s youthful population, expanding infrastructure
networks and regional integration through the AfCFTA offer a strategic opportunity to craft a hybrid model, one that
combines the dynamism of services, especially in digital finance, telecommunications and logistics, with the
transformative power of manufacturing and value addition.

Since the mid-1990s, sub-Saharan Africa’s manufacturing share of GDP has hovered around or below 12%, significantly
lower than in other developing regions and never approaching the 20-30% levels reached by East Asia or Latin America at
their industrial peaks. North Africa is the most industrialised region in Africa, with a manufacturing sector contributing
15% to GDP in 2023. These numbers underline that Africa as a whole remains an outlier - no region other than Africa has
urbanised and grown so much with so little manufacturing.

While deindustrialisation in upper-middle-income and high-income countries is normal due to structural transformation (a
post-industrial shift to services), deindustrialisation in low-income and lower-middle-income countries in Africa is alarming
and worrisome. As The Economist noted, many African countries are ‘deindustrialising while still poor,” missing out on the
classic path of moving workers from farms into better-paying factory jobs. This premature deindustrialisation could imply
forfeiting some potential growth and employment gains.

One aspect behind this trend is the wage and productivity dynamics. In the Global North, manufacturing booms
eventually led to wage increases that made manufacturing less competitive, and thus output and employment in that
sector later declined, compensated by growth in services and high-tech industries. As countries develop, the
manufacturing compensation premium, which is the additional pay a manufacturing worker traditionally earns relative to
a comparable non-manufacturing worker at the same educational level, has also declined. In Africa, a different story
unfolded: manufacturing never became dominant. Instead, some countries saw early stagnation or a drop in
manufacturing jobs due to limited industrial competitiveness and the availability of low-end service opportunities
absorbing labour. Furthermore, as global manufacturing became more skill- and capital-intensive, African firms struggled
to compete, given a relatively small pool of skilled labour and cheaper competition from abroad. The result has been that
manufacturing's traditional role as a large employer has not materialised.

Chart 5 ranks all African economies by their share of manufacturing value added in GDP for 2023. The United Nations
Industrial Development Organisation (UNIDO)'s industrial development goals suggest that for manufacturing to be a
meaningful driver of structural transformation, manufacturing value added should reach at least 20% of GDP. Achieving
this level is linked to fostering sustainable industrial growth and progressing toward upper-middle-income status. Only
one low-middle-income African country, Eswatini, exceeds the 20% threshold, with manufacturing value added of 27% of
GDP in 2023. This is partly due to its successful textiles and sugar processing industries, bolstered by trade access to the
large US market through the African Growth and Opportunity Act (AGOA), which in 2025 came under threat from US
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President Donald Trump. Even Africa’s largest economies fall short of that benchmark: for instance, South Africa, the
continent’s most industrialised economy by absolute output, has around 13% of GDP in manufacturing, Nigeria
approximately 8% and Kenya roughly 12%. A few North African countries, including Tunisia, Morocco, Egypt and Algeria,
have manufacturing shares between 10% and 20%, but many others are below 10%.

Chart 5: Sectoral composition of African economies ranked by manufacturing contribution, 2023 ISS| AFI
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Chart 5 highlights several important trends and counterfactual insights regarding sectoral contributions to GDP across
African countries. Agriculture’s share of GDP is highest in low-income countries and lowest in upper-middle-income
economies, with South Africa standing out for its minimal agricultural contribution (just over 2%), yet it remains largely
food self-sufficient due to a highly efficient commercial farming sector. This underscores a critical distinction: famine and
food insecurity are more common in countries with large, low-technology agricultural sectors, and the size of the
agricultural sector does not necessarily correlate with food security. Paradoxically, countries such as Sierra Leone,
Burundi, the Central African Republic, Mali and Nigeria have sizable agricultural sectors but remain net food importers, a
dependency expected to deepen in the coming years.

Low-income countries also tend to have limited energy and manufacturing sectors. Conversely, in 2023, oil-exporting
countries like Equatorial Guinea, Gabon, the Republic of Congo, Angola and Chad had energy sectors that accounted for a
substantial portion of their economies. Meanwhile, mineral-rich countries such as Zambia, DR Congo, Mauritania, Guinea
and Zimbabwe derive significant GDP contributions from raw materials like copper, cobalt, iron ore, aluminium ore, gold,
lithium and diamonds. On the other end of the spectrum, the services sector dominates in economies like Djibouti,
Seychelles, Cabo Verde, Botswana and Mauritius, each with services contributing more than 70% of GDP. Notably, in
Seychelles, Africa’s only high-income country, the contribution of the services sector to GDP stood at 23%, further
reflecting the strong link between services-led growth and higher income levels.

An important yet less visible trend is the growing footprint of Chinese companies in Africa’s expanding manufacturing
sector. Chinese investors appear to have anticipated the continent’'s demographic and market potential early, positioning
themselves to meet the rising domestic demand driven by Africa’s rapid population growth.

According to McKinsey, nearly one-third of the more than 10 000 Chinese companies operating in Africa are engaged in
manufacturing, collectively accounting for over 12% of Africa’s industrial output. Unlike the state-owned giants often

‘ AFRICA MANUFACTURING FORECAST: THEMATIC FUTURES © 2026 AFRICAN FUTURES & INNOVATION
PROGRAMME


https://www.mckinsey.com/featured-insights/middle-east-and-africa/the-closest-look-yet-at-chinese-economic-engagement-in-africa
https://www.mckinsey.com/featured-insights/middle-east-and-africa/the-closest-look-yet-at-chinese-economic-engagement-in-africa

associated with Chinese overseas investment, most of these firms are small, privately owned enterprises focused
primarily on meeting the growing domestic consumption needs within African markets, rather than pursuing export-
oriented strategies. There are, of course, also larger examples. Thus, China established the biggest ceramic tile factory in
Africa, located in Ethiopia, and in 2024, the Dinson Iron and Steel Company (Disco), a Chinese investor, completed the
Manhize steel plant in Zimbabwe, now one of the continent’s largest producers. This shift underscores China’s evolving
role in shaping Africa’s industrial landscape through localised, demand-driven investment.

The dominance of Chinese firms is even more pronounced in debt-financed infrastructure projects, claiming nearly 50% of
Africa’s internationally contracted construction market. Most of these companies are oriented at serving the domestic
market, not at exports and appear to ‘represent a long-term commitment to Africa rather than [focusing on] trading or
contracting activities.’ Furthermore, nearly two-thirds of Chinese employers provide some kind of skills training by
introducing a new product, service or technology to the local market. In some cases, Chinese firms had lowered prices for
existing products and services by up to 40% through improved technology and economies of scale. The report by McKinsey
. upon which these findings draw, indicates that Chinese firms' efficient cost structures and speedy delivery were noted as
major value additions by government officials in Africa.

If Chinese companies can enter and expand Africa's manufacturing sector, why can Africans not do the same? Aliko
Dangote, Africa’s richest individual and a Nigerian entrepreneur, sets an example by investing in oil refining, food
processing and cement manufacturing across the continent.

For most African countries, the manufacturing value-added share has remained under 15%, and the majority have
experienced a decline since 1990, implying limited industrialisation and high vulnerability to commodity and/or informal
sector dependence.

This underscores that only a handful of African countries have built even a modest industrial base. The Africa
Industrialisation Index 2022 echoes this point, indicating that the top performers are limited to a few countries with
relatively advanced manufacturing and diversification. South Africa, Eswatini, Mauritius and North African economies (like
Morocco, Egypt, Tunisia and Algeria) occupy the top tier of the index, while the vast majority of countries trail with low
levels of industrial competitiveness. Broadly, Africa’s exports remain dominated by raw materials and commodities, and
high-tech manufactured exports are minimal. A classic example: Africa produces raw cocoa but exports mostly
unprocessed beans, while Europe imports them and sells “Swiss chocolate” or “Belgian chocolate” for far higher value. The
same pattern repeats with African crude oil versus imported fuels and petrochemicals, or cotton versus imported apparel.
The continent captures only a tiny fraction of the value chain in many industries.

The challenge for Africa is to redirect some of the structural shift towards manufacturing and higher value addition so that
economic growth comes with commensurate gains in productivity and incomes.

Encouragingly, several countries have either maintained or increased their shares in manufacturing through intentional
efforts. For example, Eswatini has utilised trade preferences to support its apparel industry, while Rwanda has gradually
expanded its small manufacturing sector, particularly in construction materials and agro-processing, by implementing
business-friendly reforms and investing in infrastructure. Ethiopia managed to increase its share of manufacturing in GDP
in the 2010s by attracting garment and leather factories (though from a very low base, and progress stalled due to recent
conflict and macroeconomic issues). These examples show that policy choices and investments can influence outcomes,
even within global constraints. Tanzania also has built a more resource-intensive manufacturing sector focused on serving
domestic and regional markets. The manufacturing output in Tanzania increased by more than 7% annually from 1997 to
2017.
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In summary, Africa’s structural transformation thus far has been atypical and suboptimal from an industrialisation
standpoint.
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