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Africa’s Industrial Potential

Against this background, there are reasons to be optimistic that Africa can industrialise more robustly in the coming years.
The long decline in manufacturing’s GDP share appears to have bottomed out, and in a few African economies, it is
inching upward. For instance, Ethiopia increased manufacturing value added from approximately 3.4% of GDP in 2012 to
7.4% in 2023 (though the trajectory was disrupted by conflict). Rwanda has seen a small uptick in manufacturing
contribution as it focuses on Made in Rwanda import substitution. Senegal and Ghana have ambitions to raise their
manufacturing share through their development plans. For example, Ghana's target is to become a regional
manufacturing hub under its Ghana Beyond Aid policy.

While Africa as a whole is not yet on a clear upward industrial trend, these pockets show it is possible to reverse the
decline with consistent policy support. Even in aggregate, the manufacturing share of Africa’'s GDP has increased from
12.2% in 2016 to 12.7% in 2023, rather than falling further, which could indicate a turning point if growth accelerates,
particularly as a result of the rapid diffusion of knowledge and technology which could be a game-changer for Africa’s
industrial prospects. In addition, the tide could turn if the continent can diversify its investors’ portfolio, prioritise
manufacturing investment, leverage domestic demand, invest in new and expanding sectors, expedite AfCFTA
implementation and reform its governance structures.

In an era of the Fourth Industrial Revolution, characterised by digitalisation, automation and interconnected value chains,
geographic barriers are less prohibitive than before. Technology transfer and knowledge flows are more distributed
globally, offering new entrants a chance to catch up faster than was historically possible, but it requires active government
support and upstream enablers.

African countries can potentially leverage technologies like the internet, mobile connectivity, cloud computing and Al-
powered tools to accelerate industrial learning. For instance, an African startup can download advanced machine designs
or participate in online training to acquire manufacturing skills that took earlier industrialisers years to develop
domestically. Open-source designs for machinery or 3D printing of spare parts are already helping some local
manufacturers solve problems without waiting for foreign experts. The proliferation of smartphones and connectivity
means that even small entrepreneurs can access market information, technical tutorials on YouTube or join networks of
makers and engineers.

Calestous Juma is among many who believed that the digital revolution lowers entry barriers for Africa to participate in
value chains from which it was previously excluded and that latecomer countries can harness new technologies to
leapfrog in certain industries. For example, an African firm can provide outsourced services like CAD design, coding for
Computer Numverical Control (CNC) machines and more to global manufacturers without having a fully developed
domestic industry. A small enterprise can also use e-commerce platforms to sell handicrafts or artisanally manufactured
products worldwide. These avenues were not available in the analogue era.

However, the diffusion of knowledge does not automatically translate to industrial development; it requires investment
in human capital and infrastructure to absorb and use that knowledge. Countries need widespread ICT access, reliable
internet and digital skills training to take advantage of these opportunities. Many parts of Africa still lack broadband
connectivity or affordable data, which can limit participation in the digital economy, although a number of initiatives are
underway to improve this. For example, Google and Meta have laid subsea internet cables around Africa, while Starlink is
available to provide broadband internet access across the continent. Across the continent, countries are expanding 4G/5G
networks and investing in tech hubs.

Beyond digital tech, the diffusion of industrial knowledge often comes through partnerships and foreign investments.
When a multinational builds a factory in Africa, it brings technical know-how that can spill over to local workers and firms.
This is happening with automotive assembly training programs. For example, recognising the need for knowledge
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transfer, the AfCFTA's automotive strategy, developed with support from the African Association of Automotive
Manufacturers and Afreximbank, launched an Industrial Policy Executive Course in 2025 to train African officials in
developing automotive value chains. Such efforts aim to ensure that when industries are set up, Africans increasingly
manage and innovate within them.

Another aspect of knowledge diffusion is the role of the African diaspora and reverse engineering. Skilled Africans abroad
bring expertise home. For example, Nigerian engineers from Silicon Valley are starting hardware companies in Lagos, or
Ethiopian researchers in biotech are returning to Addis to start pharmaceutical labs. Similarly, local tinkerers often
reverse-engineer imported machinery to create cheaper versions. There are anecdotes of ingenious mechanics in West
Africa building small-scale processing machines from scrap parts by observing how imported ones work.

All of these point to opportunities: a future in which knowledge flows are more open and accessible can help Africa
overcome some traditional disadvantages. However, to capitalise on that, large-scale provision of essential enablers like
electricity, quality education and internet access is required. Without power, one cannot run modern machines; without
skilled technicians, advanced equipment sits idle; without connectivity, knowledge cannot flow efficiently.

It is also worth noting that the diffusion of knowledge can have a disruptive side. Automation and Al are spreading
worldwide, which might reduce the window for labour-intensive manufacturing as a development strategy. If robots
become cheaper, companies may prefer to automate rather than hire thousands of low-skilled workers, and this is a
concern often raised about Africa’s prospects of following Asia’s labour-driven model. However, most analysts believe
there is still room for labour-intensive industry in Africa in the coming decades, given the sheer wage differentials and the
fact that not everything can or will be automated immediately, especially in sectors like garments, some assembly tasks
and more. New industries like digital services or creative industries can also provide further employment.

The accelerating diffusion of global knowledge and technology, therefore, offers both opportunities and challenges for
Africa’s industrial future. It lowers barriers to entry and allows faster learning, potentially enabling Africa to jump into new
industries without reinventing every wheel. However, it also means African industries must be agile and continually
upgrade, as the technological frontier is a moving target. If African countries invest wisely in education, ICT and
innovation, they can turn the information revolution to their advantage, fostering tech-savvy manufacturing and even
leading in niche areas (for example, Kenya is a leader in mobile financial tech, Rwanda in drone logistics for medical
supplies).

After a period of stagnation, foreign direct investment (FDI) into Africa is showing signs of diversification into
manufacturing and other non-extractive sectors. We examine these trends in the theme of Financial Flows. For example,
the 2024 EY Africa Attractiveness Report confirms that FDI to Africa rebounded by about 7% in 2023, recovering from the
pandemic dip. Notably, this growth was driven by significant projects in renewable energy, software and IT services and
business services, moving beyond the traditional focus on mining and hydrocarbons. Manufacturing FDI is also rising in
certain niches. For example, Morocco and Egypt have attracted FDI into automobile and aeronautics production; Ethiopia
and Kenya are seeing investments in textiles and apparel; and Ghana has new investments in steel and vehicle assembly.
Intra-African investment is increasing too, with South African, Kenyan, Moroccan and Nigerian companies investing
around the continent, which often goes into consumer goods manufacturing, agri-processing, and cement. These trends
suggest a slowly broadening industrial base. If Africa continues to improve its business climate, implement AfCFTA and
maintain political stability, investor confidence could further increase, bringing in capital and expertise for industrial
ventures.

Africa’s growing domestic market is a powerful engine for industrialisation. The 2019 African Union and OECD's Africa’s
Development Dynamics report noted that Africa’s domestic consumer demand is growing 1.5 times faster than the global
average, and it is shifting towards more processed and manufactured goods as incomes rise. For example, demand for
products like packaged foods, building materials, household appliances and automobiles is expanding rapidly. The
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continent’'s auto market, valued at around US$30billion in 2021, is projected to grow to over $42billion by 2027, a nearly
40% increase. Africa already buys about 2.4 million cars (mostly pre-owned) and 300 000 new commercial vehicles per
year. As urbanisation and middle-class growth continue, these numbers will rise. If African manufacturers can capture
even a fraction of this growing demand, it would be a huge boost. There are encouraging signs: Morocco and South Africa
are leading in automotive assembly and together account for 80% of Africa’s vehicle exports. Algeria has also grown its
local assembly industry recently, mostly for its domestic market.

In cement and construction materials, Nigerian and Moroccan firms now dominate West African markets, largely
displacing imports. In food processing, companies like Ethiopia’'s emerging agro-processors are tapping into local markets
that were previously served by imports. In short, Africa’'s market is large and getting bigger and local firms are slowly
stepping up to meet that demand, which bodes well for the future.

As Africa industrialises, it does not have to rely solely on old industries. There are new frontiers where it can establish
leadership. Automotive is one such sector that is getting a continental push. The AfCFTA has prioritised an African
Automotive Value Chain, under a common policy, countries are coordinating to attract vehicle assembly and component
manufacturing. Major carmakers, including Volkswagen, Toyota, Nissan and Peugeot, have either started or announced
assembly operations in about a dozen African countries. While many are small knock-down kit assembly plants now, the
vision is to progressively increase local content and production scale. In 2025, the African Association of Automotive
Manufacturers, Afreximbank and the AfCFTA Secretariat even launched a policy course to train officials in developing the
automotive industry, highlighting the strategic focus. Additionally, the rise of electric vehicles (EVs) presents a fresh
opportunity. Africa is rich in key EV minerals (cobalt, lithium, manganese) and is now striving to move up the chain to
produce batteries and even EVs. DR Congo and Zambia's battery initiative is one example. Nigeria is also entering this
space: in 2023-2025, it partnered with Chinese investors to plan local lithium processing and EV assembly, aiming to
become West Africa’s EV manufacturing hub. Meanwhile, startups like Spiro are setting up e-motorcycle assemblies in
countries such as Nigeria and Benin to electrify Africa’s two-wheeler market.

Pharmaceuticals offer another high-growth manufacturing opportunity. Africa's pharmaceutical market is projected to
grow at about 5% annually between 2022 and 2027, driven by population growth and health needs. The continent’s
demand for packaged pharmaceuticals amounts to roughly US$18 billion annually, with 61% imported. This reliance
became important during COVID-19, prompting strong moves toward local vaccine and drug manufacturing. By 2025,
initiatives in countries like Senegal, South Africa, Rwanda, Ghana and Egypt are underway to establish vaccine production
lines and pharmaceutical plants. For instance, Senegal’s Institut Pasteur de Dakar is expanding to produce vaccines
against COVID-19 and others, South Africa’'s Aspen Pharmacare is producing vaccines and other treatments, and a
consortium backed by the African Union and partners launched a US$1.2billion fund to accelerate African vaccine
manufacturing. These efforts, if successful, will build significant pharma manufacturing capacity on the continent, creating
skilled jobs and reducing import dependency.

Green technologies are also part of Africa’s future industrial portfolio. Many African countries are investing in renewable
energy hardware assembly, such as solar panel assembly plants in Kenya, South Africa and Egypt, and are exploring green
hydrogen production. Namibia, South Africa and Mauritania have projects to use solar/wind to produce hydrogen for
export. The push for climate-friendly solutions means new industries like electric batteries, solar components and e-
mobility products are in growing demand. With its mineral wealth and ample renewable resources, Africa could capture a
niche in manufacturing the inputs for clean energy globally, for example, localising part of the battery supply chain (as DR
Congo and Zambia are attempting) or producing electrolysers for hydrogen. These are early-stage opportunities but are
being actively explored.

Perhaps the most decisive factor for the future of manufacturing in Africa is regional integration. African countries have
small economies, but together, Africa is a US$3.4 trillion market. The AfCFTA, by creating a single market, can
fundamentally change the calculus for industrial investors. Instead of 54 separate markets with different standards and
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tiny scales, a company can produce in one African location and sell across the continent. For instance, German automaker
Volkswagen has indicated that the success of its Africa strategy depends on AfCFTA enabling it to treat Africa as one
market.

The AfCFTA not only reduces tariffs but is working on harmonising regulations, standards and investment rules. A unified
African market facilitates economies of scale and could make industries like vehicle manufacturing, chemicals or heavy
equipment viable where they were not before. Moreover, regional infrastructure projects, like trans-African highways and
power pools, will further support industrial corridors spanning multiple countries.

The political will behind AfCFTA remains strong and as technical protocols get implemented in the coming years,
businesses are expected to respond. There are already early wins: a handful of trading under AfCFTA's pilot initiative has
occurred, and companies are adjusting strategies to leverage regional supply chains. For example, an apparel maker in
Mauritius might source cotton fabric from Benin instead of China to qualify for AfCFTA preferences. Over the next decade,
as intra-African trade costs drop, it should become much easier to source inputs within Africa and target neighbouring
markets, giving local manufacturers a leg up. This integration is arguably the single most important “game changer” for
Africa’s industrial prospects.

Continued governance reforms will play a role. Many countries are working to improve their ease of doing business,
setting up industrial development agencies and crafting incentives for priority sectors. There is also a trend of peer
learning, with countries copying successful policies from each other. For example, after seeing Morocco’s booming car
industry, Ghana and Kenya introduced automotive policies of their own, offering tax breaks for assemblers, restricting
used car imports over a certain age to encourage demand for newer vehicles and more. Similarly, Ethiopia’s industrial
parks model is being emulated in some form in countries from Senegal to Rwanda. If governance keeps improving, with
more transparency, better infrastructure governance and reduced conflict, it will create a conducive environment for
industry to flourish. Africa’s political and economic institutions are maturing in many places, which gives hope that the
next 20 years will not repeat the mistakes of the past 20.

The next section models an ambitious but reasonable Manufacturing scenario that illustrates the potential benefits and
why those benefits outweigh the transitional challenges. It is a blueprint showing how, with the right investments and
reforms, Africa’s economies could be transformed by 2043, and how issues like inequality and poverty could benefit in the
process.
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