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What could the future hold for industrialisation in Africa?

There are many things that raise hope in Africa’s industrialisation:

A recent analysis shows that FDI flows to Africa are diversifying into manufacturing and other non-mining sectors.[ ]1

Also, the decline in manufacturing’s share of Africa’s GDP seems to have bottomed out in some African countries.

According to the 2019 [ ] by the African Union and the OECD Africa’s domesticAfrica’s Development Dynamics Report  2 , 
demand, anchored on a young and growing population, is now shifting towards more processed goods and is growing
1.5 times faster than the global average. The publication also shows that demand for many other products such as
motor vehicles, manufactures of metals and industrial machinery is also expanding faster than the global average.

The continent’s auto industry, valued at US$30.44 billion in 2021, is expected to grow to US$42.06 billion by 2027—a
nearly 40% increase in value. Across the continent, there is an average annual demand for 2.4 million motor cars and
300 000 commercial vehicles.[ ] This rising domestic demand—due to the continent-wide increase in disposable income,3
strong growth of the middle class and rapid urbanisation—is currently being met primarily by imported used vehicles.
However, domestic production has also been growing by an average of 7% annually over the past few years. Today,
Morocco and South Africa are leading the way as major players in the automotive sector, making up 80% of African
exports, with Algeria also experiencing rapid growth.[ ]4

Africa is endowed with essential raw materials for electric vehicles and new technologies required to reach the net-zero
carbon emissions. There is also a huge market for motorcycles in Africa—especially in West, East and North Africa—as
well as electric two-wheelers.

Pharmaceuticals also offer a great opportunity for Africa to enhance manufacturing given the high product complexity,
which can lead to greater opportunities for high local value-added production. The pharmaceutical industry is projected
to grow at about 5% annually between 2022 and 2027 in Africa.[ ] Within pharmaceuticals, packaged medicines make up5
the largest import shares for Africa (65% of the US$17 billion pharmaceutical imports[ ]) and present a big opportunity,6
given their high percentage of imports and the sourcing and manufacturing stages that constitute the value chain.

China and other countries in East Asia are restructuring their economies to meet growing domestic demand, which will
create space for Africa to compete with countries such as Bangladesh as the low-end manufacturing market of choice for
future relocation.[ ]7

However, the biggest opportunity to grow domestic manufacturing is with intra-Africa trade. Manufactured products
dominate intra-Africa trade, and evidence suggests that there is considerable room to grow intra-Africa manufactured
exports through trade liberalisation. For instance, the German auto giant Volkswagen, already a key player on the
continent, has recognised the potential of the African Continental Free Trade Area (AfCFTA) to catalyse local production of
automotives and meet local demand.[ ]8

Close to 60% of African imports are manufactured goods, while exports are dominated by energy commodities such as oil,
coal and gas. Many of the imported goods can be manufactured locally and can boost the value of regional trade. There is
great potential to increase intra-Africa trade in a host of foodstuffs, beverages and cigarettes, rubber and plastics,
electronics, motor cars, non-metallic mineral products and pharmaceuticals.[ ] Processed and semi-processed goods9
constitute 61% of intra-Africa trade, and intra-Africa exports are more diversified and technologically advanced than those
to other regions. [ ] The full implementation of the AfCFTA will help to overcome the challenge of narrow domestic10
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markets and create a positive cycle of increased regional manufacturing. Small and isolated markets made it impossible
for African countries to compete with Asian manufacturers.[ ] The continental market will help sustain greater11
economies of scale. 

Replacing imported manufactured goods with locally produced goods will not be easy and will start with low-value goods.
This is because global value chains have higher efficiencies and reduced prices, making it difficult for new entrants to
compete. Still, it remains a crucial step in transforming African economies, and the evolution of global value chains could
harbour opportunities for Africa.[ ] 12

The entry point for manufacturing traditionally involved labour-intensive segments of regional manufacturing value chains,
meaning that labour costs need to be competitive. Given that Africa suffers from various disadvantages, such as poor
physical infrastructure,[ ] a high disease burden, poor rule of law, low regulatory and policy quality, and a lack of policy13
certainty, the general view is that African labour costs need to be cheap enough to compensate for these deficits.[ ]14
However, a 2017 study on Africa’s manufacturing labour costs[ ] concluded that poor African countries have higher15
labour costs than their average income levels would suggest. The study compared 12 African countries to 17 non-African
countries. Only Ethiopia compared favourably. In all other African countries reviewed, labour costs were higher than those
of their non-African peers. In this regard, South Africa stands out as a middle-income country with particularly high labour
costs and a very capital-intensive industrial sector—partly explaining its extraordinarily large burden of unemployment
and high levels of inequality. Manufacturing labour costs in low- and low-middle-income countries such as Kenya, Tanzania
and Senegal—three relatively stable coastal countries with strong business sectors—are higher than in Bangladesh, a
country with a comparable World Economic Forum competitiveness rating and income levels.

However, with the advent of the Fourth Industrial Revolution, the importance of labour costs in the location of industry is
declining. In addition, current trends point to manufacturing preferentially being located closer to end markets.

For these reasons, industrialisation in Africa remains possible, although its nature will differ from that in other regions.
Newman and colleagues describe three considerations:[ ]16

First, economic changes are taking place in Asia that create a window of opportunity for late industrializers elsewhere to
gain a toehold in global markets. Second, the nature of manufactured exports themselves is changing. A growing share of
global trade in the industry is made up of stages of vertical value chains – or tasks – rather than finished products. Trade in
tasks offers late industrializers an opportunity to enter global markets in areas suited to their factor costs and
endowments of skills and capabilities. Third, trade in services and agro-industry is growing faster. These ‘industries without
smokestacks’ broaden the range of products in which Africa can compete, and a number of them are intensive in locations
specific factors abundant in Africa.



© 2024 AFRICAN FUTURES & INNOVATION PROGRAMMEMANUFACTURING: THEMATIC FUTURES4

1.  

2.  

3.  

4.  

5.  

6.  

7.  

8.  

9.  

10.  

11.  

12.  

13.  

14.  

15.  

16.  

Endnotes

Ernst & Young, .Africa Attractiveness Report 2021

African Union and the OECD, , 2019.Africa’s development dynamics report

World Economic forum, , Insight report, January 2023.AfCFTA: A New Era for Global Business and Investment in Africa

World Economic forum, , Insight report, January 2023.AfCFTA: A New Era for Global Business and Investment in Africa

S Nidhi, , LinkedIn, 14 May 2022.Africa Pharmaceutical Logistics Market Report 2022–2027: Industry Size, Share, Trends and Forecast

S Nidhi, , LinkedIn, 14 May 2022.Africa Pharmaceutical Logistics Market Report 2022–2027: Industry Size, Share, Trends and Forecast

C Newman et al, , in C Newman et al (eds.), Can Africa industrialize? Manufacturing Transformation: Comparative Studies of Industrial Development in Africa
, Oxford: Oxford University Press, 2016, 259. Some of these conclusions have been challenged – see for example, A Gelb et al (2017):and Emerging Asia

‘for any given level of GDP, labor is more costly for firms that are located in Sub-Saharan Africa. However, we also find that there are a few countries in
Africa that, on a labour cost basis, may be potential candidates for manufacturing—Ethiopia in particular stands out.’ A Gelb, C Meyer, V Ramachandran
and D Wadhwa, , CGD Working Paper 466, Washington, DC: CenterCan Africa be a manufacturing destination? Labor costs in comparative perspective
for Global Development  2017, 10.,

World Economic forum, , Insight report, January 2023.AfCFTA: A New Era for Global Business and Investment in Africa

M Oosthuizen, E Linde, K-L Durrant and R Gopaldas, , Johannesburg: Gordon Institute of Business Science,The future of energy and power utilities in Africa
2018, 65.

African Union, , 14Industrialising Africa: Renewed commitment towards an inclusive sustainable industrialisation and economic diversification
November 2022.

World Economic forum, , Insight report, January 2023AfCFTA: A New Era for Global Business and Investment in Africa

H Bhorat, R Kanbur, C Rooney and F Steenkamp, , Working Paper No. 256, Abidjan:Sub-Saharan Africa’s Manufacturing Sector: Building Complexity
African Development Bank Group, 2017, 92.

J Page, Industrial policy in Africa: From state leadership to the investment climate, in ,Industrialize Africa: Strategies, policies, institutions, and financing
Abidjan: African Development Bank Group, 2017, 81.

C Newman et al, , in C Newman et al (eds.), The pursuit of industry: Policies and outcomes Manufacturing transformation: Comparative studies of industrial
, Oxford: Oxford University Press, 2016, 5.development in Africa and emerging Asia

African Development Bank, , Abidjan: African Development Bank Group, 2017, 46.Industrialize Africa: Strategies, policies, institutions, and financing

C Newman et al, , in C Newman et al (eds.), Can Africa industrialize? Manufacturing Transformation: Comparative Studies of Industrial Development in Africa
, Oxford: Oxford University Press, 2016, 258.and Emerging Asia

Donors and sponsors

Reuse our work

All visualizations, data, and text produced by African Futures are completely open access under the . You have theCreative Commons BY license
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  in any site.can be embedded

https://www.nepad.org/
https://www.sida.se/en
https://southafrica.hss.de/
https://www.ey.com/en_za/attractiveness/21/africa-attractiveness-report-
https://au.int/sites/default/files/documents/37662-doc-2019_africa_development_dynamics-en.pdf
https://www3.weforum.org/docs/WEF_Friends_of_the_Africa_Continental_Free_Trade_Area_2023.pdf
https://www3.weforum.org/docs/WEF_Friends_of_the_Africa_Continental_Free_Trade_Area_2023.pdf
https://www.linkedin.com/pulse/africa-pharmaceutical-logistics-market-report-2022-2027-nidhi-sharma
https://www.linkedin.com/pulse/africa-pharmaceutical-logistics-market-report-2022-2027-nidhi-sharma
https://library.oapen.org/viewer/web/viewer.html?file=/bitstream/handle/20.500.12657/32310/612770.pdf?sequence=1&isAllowed=y
https://www.cgdev.org/publication/can-africa-be-manufacturing-destination-labor-costs-comparative-perspective
https://www.cgdev.org/publication/can-africa-be-manufacturing-destination-labor-costs-comparative-perspective
https://www.cgdev.org/publication/can-africa-be-manufacturing-destination-labor-costs-comparative-perspective
https://www3.weforum.org/docs/WEF_Friends_of_the_Africa_Continental_Free_Trade_Area_2023.pdf
https://www.gibs.co.za/about-us/faculty/documents/whitepapers/oosthuizen_future%20of%20energy%20and%20power%20utilities%20in%20africa.pdf
https://au.int/en/pressreleases/20221114/10-things-africa-must-do-accelerate-industrialization-and-economic
https://www3.weforum.org/docs/WEF_Friends_of_the_Africa_Continental_Free_Trade_Area_2023.pdf
https://www.afdb.org/fileadmin/uploads/afdb/Documents/Publications/WPS_No_256_Manufacturing__Employment-Complexity_Analysis_Zc_.pdf
https://www.afdb.org/en/news-and-events/industrialize-africa-strategies-policies-institutions-and-financing-17570
https://library.oapen.org/viewer/web/viewer.html?file=/bitstream/handle/20.500.12657/32310/612770.pdf?sequence=1&isAllowed=y
https://www.afdb.org/en/news-and-events/industrialize-africa-strategies-policies-institutions-and-financing-17570
https://library.oapen.org/viewer/web/viewer.html?file=/bitstream/handle/20.500.12657/32310/612770.pdf?sequence=1&isAllowed=y
https://creativecommons.org/licenses/by/4.0/
https://help.tableau.com/current/pro/desktop/en-us/embed.htm


© 2024 AFRICAN FUTURES & INNOVATION PROGRAMMEMANUFACTURING: THEMATIC FUTURES5

Cite this research

Kouassi Yeboua (2024) Manufacturing. Published online at futures.issafrica.org. Retrieved from 
 [Online Resource] Updated 25 April 2024.https://futures.issafrica.org/thematic/07-manufacturing/

https://futures.issafrica.org/thematic/07-manufacturing/


 

The opinions expressed do not necessarily reflect those of the ISS, its trustees, members of the Advisory Council or donors. Authors contribute to ISS publications
in their personal capacity.

About the authors

Dr Kouassi Yeboua  is a senior researcher in African Futures and Innovation programme in Pretoria. He recently served as lead author on ISS studies on the
long-term development prospects of the DR Congo, the Horn of Africa, Nigeria and Malawi. Kouassi has published on various issues relating to foreign direct
investment in Africa and is interested in development economics, macroeconomics, international economics, and economic modelling. He has a PhD in Economics. 

About African Futures & Innovation

Scenarios and forecasting can help Africa identify and respond to opportunities and threats. The work of the African Futures & Innovation (AFI) program at the
Institute for Security Studies aims to understand and address a widening gap between indices of wellbeing in Africa and elsewhere in the world. The AFI helps
stakeholders understand likely future developments. Research findings and their policy implications are widely disseminated, often in collaboration with in-country
partners. Forecasting tools inspire debate and provide insights into possible trajectories that inform planning, prioritisation and effective resource allocation.
Africa’s future depends on today’s choices and actions by governments and their non-governmental and international partners. The AFI provides empirical data that
informs short- and medium-term decisions with long-term implications. The AFI enhances Africa’s capacity to prepare for and respond to future challenges. The
program is headed by Dr Jakkie Cilliers.


