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Employment Prospects

Across all country income groups, the share of employment in services (the largest economic sector in most countries) is
growing, and the share of employment in both agriculture and manufacturing is declining. This applies as much to Africa
as to the rest of the world. But will services-led growth provide sufficient jobs?

Historically, technology-driven shifts in employment, for example, following the introduction of the personal computer,
have created more jobs than they have destroyed. In this future, as in the past, the demand for skilled and semi-skilled
workers is steadily increasing, and that for unskilled labour (of which Africa has a large supply) will decrease. In the
themes on Agriculture and Manufacturing, we note that African workers are moving from employment in subsistence
agriculture in rural areas and into low-end services in the urban informal sector. Working conditions are generally worse
in the service sector than in the manufacturing sector and only marginally better than in the subsistence agriculture
sector.

Currently, most Africans are employed in the agricultural sector, which accounts for roughly double the employment in
the service sector, although the contribution of the service sector to GDP is substantially larger than the agricultural
sector. Services, in turn, employ more than double the number of Africans employed in the manufacturing sector. Other
sectors, such as energy, materials and ICT, employ significantly fewer people. Much of Africa’s agriculture consists of
subsistence farming, and most services are low-end services in informal settlements in urban areas, characteristics that
translate into low levels of productivity. It is therefore no surprise that Africa grows slowly. Chart 15 shows employment by
economic sector in Africa in 2023 and 2043 under the Current Path and Combined scenario.

Employment patterns across African countries and income groups vary significantly, influenced by a range of factors
including economic structure, development stage, resource availability, government policies, education levels and
historical context. In low-income countries, agriculture remains the dominant source of employment, although not in the
contribution that it makes to GDP, especially in rural areas. Conversely, middle- and high-income countries tend to have
more diversified economies, with growing industrial and service sectors that drive urban employment. As economies
develop, they generally shift from agriculture to industry and then to services, though this transition occurs at different
rates across the continent. For instance, Ethiopia and Malawi still rely heavily on agricultural employment, whereas
countries like South Africa and Mauritius have more advanced industrial and service-based labour markets.

Chart 15: Labour employment by sector in Current Path and Combined scenario: 2023 vs 2043
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Countries endowed with natural resources such as oil and minerals often exhibit stronger industrial or extractive sectors.
However, they tend to be capital-intensive and create relatively few direct employment opportunities. In Nigeria, for
example, the oil sector dominates the economy but employs far fewer people than agriculture or informal services.
Similarly, countries with higher levels of urbanisation typically experience greater employment in services and
manufacturing, while those with predominantly rural populations continue to rely heavily on agriculture for livelihoods.

In summary, employment in the agricultural sector dominates in low- and lower-middle-income countries (accounting for
46 of the 54 states in Africa), but the contribution of agriculture to GDP is quite low. Generally, the service sector
dominates in its contribution to GDP for all country income groups, particularly for upper-middle- and high-income
countries, and employment in this sector is growing, but currently reflecting low-productive structural transformation.

The employment per sector versus contribution to GDP per sector could be seen as a broad indication of productivity in
each sector. The relationship is complex. For example, owing to the large surplus of labour on the continent, economic
growth in Africa is more employment-intensive than it would otherwise be (although not in middle-income
manufacturing), but does not translate into productivity improvements. It is often cheaper to employ more labour than to
invest in better systems, technology or even in training for current employees.

Meagre investments in health and education lead to a skills gap, which, in turn, results in low labour productivity, as also
reflected in the World Bank's Human Capital Index, which ranks sub-Saharan Africa lowest globally in respect of lost
productivity of the next generation of workers.

Previous sections have indicated the changes to Africa’s labour force, shaped by demographic trends, shifting economic
dynamics and the implementation of policy reforms. Chart 16 shows the total labour force and formal labour share in
Africa from 2020 to 2043 under the Current Path and Combined scenario.

Chart 16: Total labour force and formal labour share in Current Path and Combined scenario: 2020-2043
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In the Combined scenario, consisting of the combination of all eight sectors positively modelled for all African countries,
the continents total labour force in 2043 will increase by 4.2% in size compared to the Current Path, as the working age
portion of Africa’s total population increases in size relative to dependants. The share of the informal labour force as a
percentage of the total labour force will decline by 13 percentage points, increasing the portion of the formal labour force
to 60% of the total labour force by 2043. As the continent progresses and shifts from an agrarian economy to industrial
and service-based structures, new formal job opportunities are created in sectors such as manufacturing, finance and
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information technology (IT). Additionally, the Combined scenario will boost Africa’s urbanisation by 0.7 percentage points
above the Current Path, reaching approximately 53% as the labour force transitions from informal rural employment to
formal jobs in urban areas.

Chart 17 depicts the projected decrease in the informal labour force by 2043 under each scenario, compared to the
Current Path. In interpreting this chart, it is important to remember that a portion of informal labour is also employed in
the formal sector which is not included in the depiction.

Chart 17: Decrease in informal labour force per scenario compared to Current Path: 2043
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The Manufacturing scenario has the most significant impact on reducing the informal labour force, by about nine
percentage points by 2043, highlighting the transformative potential of industrial expansion in creating more formal job
opportunities.

For Africa to take advantage of its demographic dividend rather than face a demographic burden, expanding productive
employment is essential. Manufacturing can play a vital role in this effort because it has the potential to provide jobs for a
large number of semi-skilled workers, particularly in areas like agro-processing, garment production and assembly work.
Additionally, manufacturing has multiplier effects on job creation in supporting sectors such as logistics, distribution and
maintenance.

There are encouraging examples of the associated potential: for example, the establishment of industrial parks in Ethiopia
created tens of thousands of jobs for youth, particularly women, in apparel factories before the the Tigray War disrupted
progress from November 2020. New industries such as automotive assembly in countries like Morocco and Egypt are
generating manufacturing employment that was virtually non-existent a decade ago.

However, to truly move the needle, these examples need to be scaled up and replicated widely. African governments need
to address the constraints by improving infrastructure (reducing outages and transport costs), offering targeted incentives
for labour-intensive industries, investing in technical training and managing competition (through smart use of tariffs or
local content policies where feasible under trade rules). They will also need to encourage linkages between large and
small firms so that the growth of big factories stimulates job creation in small to medium enterprises (SMEs) that supply
inputs or services.
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Without significantly more manufacturing (and modern agribusiness) jobs, countries risk high unemployment or merely
growing informal employment as millions of young people entering the job market each year. Industrial expansion should
seek to crowd informal manufacturing into the formal sector, particularly those involved in low-productivity or
subsistence-level activities. Following the positive effect of the Manufacturing scenario in reduction of informal labour are
the Governance and Education scenarios. Better governance fosters a conducive environment for business growth and
formal sector development, while improved education equips workers with the skills needed for formal employment.

Together, these scenarios underscore the importance of targeted interventions in industrial policy, governance reform,
regional trade, human, physical and financial capital development to address the challenge of informality in Africa’s labour
markets.

Given the dominance of the service sector in both the Current Path and Combined scenario, most future formal
employment growth on the African continent is set to come from tourism, retail, trade, transportation, finance and other
service-related activities. This is in contrast to the African growth experience over the last 35 years, which, in general,
relied on growth in capital-intensive resource and energy-based industries that did not generate jobs at scale. Instead,
most of the new jobs that emerged were necessarily in the informal sectors, with its low productivity levels, such as
subsistence agriculture and its low-value-added contribution to the economy. Self-employment has continued to be
predominant.

Against the background presented in the previous section, improvements in each of the eight development scenarios
discussed on this website will boost employment, with the largest increase expected in the Manufacturing scenario,
followed at some distance by the Demographics and Health scenario. However, these increases will not be sufficient to
keep pace with the increase in the size of the working-age population.

Chart 18 shows the increase in labour employment by 2043 in each scenario relative to the Current Path.

Chart 18: Increase in labour employment per scenario relative to Current Path: 2043
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The themes dealing with the Current Path and Manufacturing briefly commented on the phenomenon of Africa’s
premature deindustrialisation from already low levels. Middle-income countries are experiencing declining shares of
industry as a contribution to GDP and, hence, declining shares of employment in this sector. This is happening at an
earlier stage of development than it did in today’s developed countries. But because manufacturing is important in
changing the productive structures in the entire economy (i.e. also in the agriculture and service sectors), African
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countries need to pursue industrialisation aggressively where this is possible. Politically and socially Africa cannot emulate
the exploitative manufacturing labour practices through which countries such as China and the Asian Tiger economies
initially developed. It is inherently more difficult for low-income democracies (of which Africa has many) to institute the
measures required for rapid economic growth than it is for authoritarian states, reflected in the exceptional growth rates
of Rwanda and Ethiopia, amongst others, compared to more democratic African states.

The trend of premature deindustrialisation complicates the potential impact of structural transformation towards more
formal and less vulnerable employment in many African countries. In effect, the opportunity for industrialisation in Africa
as a pathway to provide employment and productivity improvements seems to be slipping away. As manufacturing is the
single most important vehicle through which economies transition to higher productivity, the long-term impact of
premature deindustrialisation could be debilitating. The conclusion, presented by many, is that African countries need to
additionally look elsewhere for growth, primarily tourism, agriculture, natural resource extraction and IT services.

The problem is that few of these sectors offer particularly exciting employment or productivity prospects. Africa is already
overly dependent on natural resource extraction and very vulnerable to the associated swings in commodity prices.
Commodity dependence can provide growth, but it is often linked to political dysfunction and may trap a country at the
low end of the value chain. Tourism is employment-intensive, but not all countries have the offerings to provide attractive
packages or destinations. Nor does tourism offer the kind of learning-driven productivity improvements generally
common to manufacturing. Agriculture, where Africa has significant potential, automates even faster than industry,
meaning that additional employment is dependent upon expansion of the sector rather than higher productivity. While
agriculture remains vital to Africa’s economy and for food security, its potential for large-scale, sustainable job creation
within the sector is therefore limited. Rather, growth in the agricultural sector enables development more broadly and
creates jobs in other sectors, manufacturing in particular.

Improvements in productivity in agriculture reduce employment intensity as it introduces modern technology into the
sector, although a growing agricultural sector would increase the total number of jobs even as employment intensity
declines. In other words, the agricultural sector will only provide the jobs that Africa so desperately needs if it grows
significantly more rapidly.

Chart 19 presents the difference in labour employment by sector and country income group in millions and percentage
terms in 2043, comparing the Current Path and Combined scenario. Total employment does not change much between
the various scenarios by 2043, but there is a shift of employment between sectors—thus, some more, but different, jobs.
This is most noticeable in the Agriculture scenario, which sees a large decline in employment, although a roughly similar
number of jobs are created in the service, ICT and other sectors.
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Chart 19: Difference in labour employment by sector in Combined scenario relative to Current Path: 2043
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The findings appear to reinforce the view that a larger manufacturing sector has important enabling spillover effects and
that it has greater promise in changing the productive structures of African economies, i.e. it unlocks more rapid growth.
For example, it incentivises high-end services such as financial intermediation, which is crucial for the development of the
private sector, and also encourages a more productive agricultural sector and, consequently, the transition into agro-
processing and agribusiness. These changes eventually produce higher growth rates and a more rapidly growing
economy, which, in turn, creates more jobs (although only in the medium to long term). The implementation of the AfCFTA
will play an important role in this regard, given the potential that regional trade offers in terms of value addition.

Also important, although less explicit, are the limits of Africa’s higher-than-expected levels of democratisation in affecting
a manufacturing-led growth path. Whereas authoritarian countries such as Ethiopia and Rwanda can pursue exploitative
manufacturing labour practices that enable them to compete on cost with emerging Asia, it is doubtful whether that is
replicable in countries where democratic accountability is more deeply entrenched.

The African Center for Economic Transformation (ACET) in Ghana is one of many institutions that advocates that both
agriculture and light manufacturing are key requirements for the future, and argues for a dual track to industrialisation,
where one route leverages the relative abundance of workers for labour-intensive and export-oriented light
manufacturing, while the other leverages advantages in agriculture for globally competitive agriculturally based
manufacturing. Although an agricultural growth path is appropriate for low-income countries, a manufacturing growth
path generally becomes more important as countries transition towards middle-income status.

The preceding analysis implies that Africa would have to consider additional means, such as public work programs and an
extensive system of social grants, to alleviate extreme poverty, as discussed below. Even then, the majority of job growth
is likely to be in the informal rather than the formal sector.

Given the size of the informal sector and the nature of work in Africa, the key question when looking at the future of work
is whether digitisation and the use of modern technology can more rapidly formalise African economies and accelerate
employment growth, with all the associated benefits.

These employment trends will be increasingly shaped by emerging technologies—especially digitisation, automation and
artificial intelligence.
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