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The Manufacturing Scenario

This section presents a set of interventions modelled to emulate a manufacturing push in Africa, looking ahead to 2043.
The modelling and benchmarking are done at an individual country level. The Manufacturing scenario asks how Africa’s
development outcomes would change if strong policies and investments were implemented to boost industrialisation,
compared to a business-as-usual (the Current Path) scenario. The goal is to quantify the potential impact of a successful
manufacturing drive on economic growth, employment, income and other indicators.

The scenario is based on a series of ambitious yet achievable and realistic interventions that start in 2027, gradually
increasing over a period of 10 years and then maintained at that level thereafter. Key elements include investments in
manufacturing, technological advancement through research and development (R&D), reforms to business regulations
and increased labour participation. Chart 6 presents the structure of the Manufacturing scenario.

Chart 6: Manufacturing scenario
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In the Current Path, Africa’s ratio of manufacturing investment to GDP will increase from 3.5 (equivalent to US$93 billion)

in 2023 to 4.4 (equivalent to US$281 billion) in 2043. This trajectory envisions African governments increasing capital
spending on power, transport and industrial parks. Moreover, FDI inflows into domestic investment in the manufacturing
sector rise as countries improve the ease of doing business and target strategic sectors. In the Manufacturing scenario,
however, Africa’s ratio of manufacturing investment to GDP will be 1.6 points (equivalent to US$120 billion) higher by 2043
than on the Current Path.

Research and Development (R&D) expenditure as a share of GDP will increase from 0.41% in 2023 to 0.46% in 2043 in
the Current Path. The Manufacturing scenario envisions accelerated adoption of technology in African industries, from
basic mechanisation to advanced automation, where appropriate. As a result, R&D expenditure as a share of GDP
gradually increases, adding approximately 0.043 percentage points more by 2043 than the Current Path. This R&D
investment drives improvements in production techniques. Typically governments would make a concerted effort for skills
development through the expansion of vocational training programs, and partnerships with foreign firms and universities
to help transfer technical know-how. These efforts yield a more skilled industrial workforce capable of higher productivity.
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In essence, the Manufacturing scenario pushes African countries closer to the technological frontier over time, rather than
falling further behind. As a result, total factor productivity in manufacturing grows faster.

The Manufacturing scenario envisions African governments enacting and adhering to regulatory reform and policies that
favour industrial growth. This includes maintaining moderate and stable exchange rates to keep exports competitive,
providing targeted subsidies or tax incentives for priority industries such as agro-processing, textiles and electronics
assembly, and enhancing manufacturers' access to credit through development banks or guarantee schemes. Trade
policies are aligned with the AfCFTA, reducing tariffs on intermediate inputs to lower production costs and streamlining
border bureaucracy to expedite supply chains.

Regulatory reforms simplify the process of starting and expanding industrial businesses by making licenses easier to
obtain and protecting investors. The scenario also assumes that governance will improve sufficiently to implement these
policies effectively, tackling corruption at customs and ensuring the timely delivery of infrastructure projects.

Furthermore, it envisions policies aimed at encouraging the formalisation of businesses, such as simpler registration
processes and tax incentives, to motivate informal manufacturers and traders to transition into the formal sector.
Accordingly, by 2043, the size of Africa's informal sector in terms of both its contribution to GDP and employment will be
1.8 and 8.9 percentage points below the Current Path respectively. This broadens the tax base and improves worker
protections over time.

While manufacturing in high-income economies has steadily become less labour-intensive due to automation and digital
technologies, Africa’s industrial landscape continues to depend significantly on human capital (labour) for the operation
and maintenance of machinery. This reliance presents a strategic opportunity: industrial expansion on the continent can
still play a pivotal role in enhancing labour force participation, particularly in economies where underemployment and
informality remain widespread. In this context, the Manufacturing scenario contributes directly to raising labour
participation, which is a key endogenous driver or input of economic growth in both exogenous and endogenous growth
models.

Increased engagement of the working-age population boosts productivity within the sector and has a broader multiplier
effects across the economy. Furthermore, to ensure the industrial push also yields social benefits, a manufacturing push
typically incorporates policies for inclusion such as active labour market policies to help women and youth gain industrial
jobs through quotas or incentives for female employment in factories and apprenticeship programs for young workers.

As a result, the Manufacturing scenario narrows the labour force participation gender gap from 15.6 percentage points in
2023 to about 8.9 points by 2043, which is a 2.1-point improvement over the 10.7-point gap expected on the Current Path.
This reflects the extent to which industrialisation, coupled with inclusive policies, brings more women into the workforce,
most likely in textiles, electronics assembly and agro-industries. Overall, in the Manufacturing scenario, Africa’s labour
force participation rate is 2.4 percentage points higher by 2043 than on the Current Path of 66%, reflecting that more
people (especially women) are drawn into formal employment through manufacturing.

With these interventions, the Manufacturing scenario represents a transformative shift for Africa. The scenario is
ambitious, envisioning Africa doing a lot of things right, and external conditions remain reasonably favourable. However, it
stays within the realm of possibility, and subsequent sections present the impact across multiple dimensions.
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