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Shifting Economic Structure

Structural transformation — the shift from low-productivity to high-productivity sectors — is the hallmark of economic
development. It reflects changes in the composition of output, employment, and trade, and signals deeper transitions in
technology, skills, and institutions. In Africa, this transformation has long been elusive, in part because of the small size of
the most productive manufacturing sector. Many countries remain locked into a pattern of exporting raw commodities
while importing high-value manufactured goods. Agriculture dominates employment but contributes a declining share to
GDP, and informal and low-value activities often predominate in the service sector.

In this vein, the African Growth Initiative at the Brookings Institution popularised the potential of “industries without
smokestacks,” pointing to the productivity improvement effects of tourism, agro-processing, and other tradable services
in a modernising economy, comparable to traditional industrialisation. Others are more sceptical and argue that services
such as tourism are “quick wins”, but cannot serve as a pathway for long-term growth. Although it generates export
earnings, growth and employment, specialisation in tourism tends to yield limited growth benefits. To generate growth
through tourism, a country must attract more tourists annually, placing a higher strain on public services such as security
and utilities. Additionally, tourism encompasses low-productivity activities, including hotels and restaurants. Thus, a study
by the IMF shows that to achieve a 6% annual growth rate, it would need to increase tourism receipts as a share of
exports by more than 70%, which is unlikely to occur in most African countries.

The Combined scenario models a gradual but significant transformation of Africa’s economic structure toward a more
diversified, resilient and knowledge-based economy; however, the exact policy mix depends on the national context. This
transformation is already visible in several African economies. Morocco's automotive industry has surpassed phosphates
as the country’s leading export, supported by strategic infrastructure investment and trade agreements. In East Africa,
Kenya's ICT sector and digital finance ecosystem continue to expand regional value chains and improve productivity.
Ghana and Céte d'lvoire are adding value to cocoa through local processing, while Namibia and South Africa are
positioning themselves in emerging green hydrogen and battery mineral value chains. These examples demonstrate how
deliberate industrial and trade policies can translate the principles of the Combined scenario into tangible economic
outcomes. Resource-rich countries like Nigeria, Angola and Zambia must diversify away from hydrocarbons and minerals,
using extractive revenues to build industrial and human capital. Small island economies, such as Mauritius, Cape Verde
and Seychelles, can leverage tourism, services and innovation to achieve high-income status. Fragile states make slower
progress, but often benefit from targeted interventions in agriculture.

Urbanisation should be viewed as a catalyst for industrialisation and economic growth, as it concentrates labour and
resources, fosters innovation, and necessitates the development of infrastructure. In 2023, about 44% of Africa’s
population lived in urban areas. By 2043, this is projected to increase to over 55%, adding hundreds of millions of people
to cities.

The benefits of urbanisation are not automatic. If cities grow without adequate services, they become poverty traps rather
than engines of growth. African governments need to invest in urban resilience — building infrastructure that can
withstand climate shocks, planning for inclusive housing and prioritising investments in clean energy, public transport and
waste management.

If not planned, urbanisation can detract from productivity as cities sprawl further, characterised by low density that
increases the cost of providing additional infrastructure, often at the expense of prime agricultural land. Consequently,
instead of increasing productivity and access to services, one of the main advantages of urbanisation starts to decrease.
Some African countries (e.g. Tunisia) are already predominantly urban, but East Africa is the most rural region in the
world. Here, the growth of a city such as Addis Ababa has become a significant source of tension as urban sprawl
encroaches on surrounding Oromo farmland, eventually contributing to violent riots from 2014 to 2016.
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Chart 10 enables users to view the population numbers for Africa’s urban and rural areas.

Digital solutions can contribute to providing essential services in low-income urban communities through pay-as-you-go
models that allow customers to make small, incremental payments towards otherwise unaffordable goods and services,
including clean water, electricity, and sanitation. The result is a sustainable business model that can respond to the
challenges of urban poverty and its associated traps.

By 2043, all major sectors in Africa will be larger in absolute terms than in 2023, as reflected in Chart 11, which presents
the size and changes in the growth of the six economic sectors modelled in the Current Path and Combined scenario:
agriculture, energy, materials, manufacturing, services and ICT for African countries and groups.

While services remain the largest sector — growing from 53% of GDP in 2023 to 56% in 2043 — manufacturing gains
ground, reversing the recent trend of premature deindustrialisation. By 2043, its share of GDP increases modestly but
representing a strategic rebalancing of most African economies. This is achieved through targeted policies that support
value addition, technology adoption, industrial clusters and export competitiveness. Countries like Ethiopia, Rwanda,
Ghana, and Tanzania show strong gains, while more advanced economies, such as South Africa and Egypt, consolidate
higher-end manufacturing niches.

In the Combined scenario, agriculture’s share of GDP declines from 14% to 7% by 2043, consistent with global trends.
However, this does not reflect stagnation or collapse. On the contrary, agricultural output and productivity rise sharply
due to investments in smallholder farming, irrigation, extension services and rural infrastructure. The sector becomes
more commercialised and integrated into national and regional value chains. It continues to employ a large share of the
workforce in many countries, but now as a dynamic and productive sector.

Information and communication technology (ICT) becomes a key enabler of structural change. Though its share of GDP
remains modest, it underpins transformation in virtually every sector — from digital agriculture and online education to e-
commerce and mobile financial services.

The energy sector is also evolving, with significant investment in renewables, decentralised systems, and clean
technologies. Africa’s energy mix is becoming more diversified, reducing reliance on fossil fuels and improving access in
underserved areas, thus providing a platform for industrialisation and digital inclusion.

These structural shifts reflect a transition from consumption-driven to investment- and export-led growth. They also point
to increased complexity and diversification in African economies, with stronger forward and backwards linkages across
sectors. Over time, these trends contribute to greater resilience, job creation and fiscal sustainability.

Africa’s structural transformation has important implications for trade. The continent shifts from being an exporter of raw
commodities to a more balanced trade profile, including manufactured goods, processed agricultural products and
services. The Combined scenario assumes deeper regional integration through AfCFTA, enabling the development of
regional value chains and intra-African specialisation. Export earnings become more stable and inclusive, and African
economies become more resilient to global commodity shocks.

Africa’s changed economic structure will inevitably deepen trade integration within Africa and globally. Chart 12 presents a
line graph of the change in export and import values as a percentage of GDP and in billions of US dollars.
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Ultimately, the shift in economic structure envisioned in the Combined scenario represents a movement up the
productivity ladder. African economies become more productive, with considerable growth in the service sector, in line
with global trends. However, none of this will happen on its own. It requires appropriate policies that support local
industry, determined implementation and productive investment.
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