
19-00350 

Industrialization in the digital age 

 
Prepared by the African Trade Policy Centre 

 
 

Background 

 

No country, with very few exceptions, has developed without industrializing first. Over 

the past couple of decades, industrialization has re-emerged as the core objective of Africa’s 

development agenda. The Action Plan for the Accelerated Industrial Development of Africa 

serves as the main framework for the continent’s industrialization. It was adopted at the 2008 

African Union Summit, which was held on the theme “The industrialization of Africa”. Since 

2013, industrialization and structural transformation has been at the core of the mandate of the 

Economic Commission for Africa (ECA) and the central theme of the Commission’s annual 

flagship publication, Economic Report on Africa. Concurrently, the African Union has 

reaffirmed the continent’s commitment to industrialization with its Agenda 2063: The Africa 

We Want, which included the promotion of sectoral and productivity plans and regional and 

commodity value chains.  

 

The continent’s emphasis on industrialization reflects the clear benefits it can bring. 

Manufactured goods can provide a more sustainable tax base, as they are much less vulnerable 

to fluctuating global prices than extractive goods. At the same time, they are more pervasively 

produced by micro-, small and medium-sized enterprises, which comprise about 80 per cent of 

all enterprises in Africa, and accordingly are key to supporting inclusion and poverty reduction. 

Traditional manufacturing processes are also typically labour-intensive and crucial to creating 

jobs for young people. This is of particular importance to Africa, as the continent is home to 

the highest population of young people in the world. Beyond manufacturing, industrialization 

is crucial for transforming the agricultural sector, which employs about 50 per cent of the 

workforce.  

 

Repositioning in the digital age 

 

Africa has “deindustrialized” over the past few decades. In 2016, manufacturing 

contributed a continental average of only 9.6 per cent to gross domestic product (GDP), a 

decline of approximately 25 per cent from 1990. The share of manufacturing exports in total 

exports from Africa has similarly declined. The exports predominantly consist of primary 

commodities and raw materials – more than 70 per cent of exports outside the continent were 

extractive resources over the period 2014–2016. Despite this backdrop, manufacturing in 

Africa is on the rise in absolute terms. In 2016, manufacturing value added grew on average by 

3.7 per cent in real terms. According to the United Nations Conference on Trade and 

Development (UNCTAD), growth in the value of African manufacturing exports is also picking 

up; investment in the manufacturing sector now comprises 20 per cent of the continent’s inward 

foreign direct investment stock. 

 

In order for these promising trends to continue and accelerate, African countries need 

to strengthen their industrialization efforts and take stock of changing fundamentals over the 

last decade. Africa is industrializing in a very different global environment, as compared to 

what existed in 2008 when the Action Plan for the Accelerated Industrial Development of 

Africa was adopted. The Fourth Industrial Revolution is rapidly evolving and transforming the 

traditional labour-intensive path to industrialization. The industrial path in Africa, as has been 

promoted, is unlikely to support transformation for Africa in the current setting. At the same 
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time, while the rise of the digital economy is having an impact across the continent, a substantial 

digital divide between African countries and the rest of the world exists. To advance poverty 

reduction and catch up with other countries, African policymakers and businesses need to adapt 

to the new digital climate and innovate in this space. Although the Fourth Industrial Revolution 

presents challenges for African countries, it also offers an opportunity for industrial 

leapfrogging, which should not be missed. 

 

Harnessing opportunities, overcoming challenges 

 

The digital economy is transforming value chains, skills development, production and 

trade globally. Although the Fourth Industrial Revolution may not yet be in immediate sight 

for Africa, these changes will have major implications for the continent’s industrialization 

efforts. 

 

On the one hand, digitalization offers new opportunities for trade and industrial 

leapfrogging. The digital economy can lower barriers to entry and help connect micro-, small 

and medium-sized enterprises with global markets and value chains, through providing the 

supportive services necessary to facilitate their exports, including simplified payments and 

logistics. Digital applications are already being leveraged to promote innovation and 

entrepreneurship, including the empowerment of women as traders, and mobile and digital 

solutions are contributing to filling credit gaps. The digital economy also offers new 

possibilities for productive job creation for young people, who are typically quicker at adapting 

to new technologies and developing new digital solutions. Finally, digital trade can serve as a 

tool for boosting intra-African trade, which is more diversified and industrialized than the 

continent’s trade with the rest of the world. 

 

On the other hand, these industrialization gains are not automatic, and the digital 

economy also presents immense challenges for the continent in the context of the digital divide 

– only 23 per cent of the African population is using the Internet, compared to the global 

average of 52 per cent, and less than 5 per cent of the populations of the Central African 

Republic, Eritrea, Guinea-Bissau, the Niger and Somalia are using the Internet1. Because of the 

concentration of digital technologies in the advanced world and the skills-biased nature of 

digitalization, the main beneficiaries of the digital economy are the most developed countries. 

This risks reducing the ability for Africa to resolve its unemployment problem and take the 

traditional low wage, low-skilled labour-intensive route to industrialization, which is often 

associated with offshoring. At the same time, there is also a substantial digital divide between 

access and use – developing countries are not able to use digital technologies in the same way 

as developed countries because of skills deficiencies. Finally, digital trade may facilitate 

international companies to further distort their taxable income through transfer pricing, and, 

accordingly, reduce the already scare domestic resources available to fund African countries’ 

industrialization processes.  

 

Policy recommendations 

 

In the light of the significant impact digitalization is expected to have on production 

processes, industrial organization and value chains, it is essential that Africa assess the 

opportunities and challenges the digital economy presents. Advancements in digital technology 

offer tools for African countries to leapfrog in traditional industries, such as manufacturing, but 

                                                           
1 United Nations Conference on Trade and Development, UNCTAD B2C E-commerce Index 2017. Available at 

https://unctad.org/en/PublicationsLibrary/tn_unctad_ict4d09_en.pdf. 

https://unctad.org/en/PublicationsLibrary/tn_unctad_ict4d09_en.pdf


3 

also in other sectors and activities that are crucial to industrial development, such as logistics, 

agriculture, communications, services, green growth and smart cities. In addition, without 

investment and capacity-building in these new technologies, many African countries may fall 

further behind in the technology frontier. Similar to the previous industrial revolutions, new 

policies are required to unlock the potential of the Fourth Industrial Revolution. Both national – 

and continental – level strategies for industrial development need to be adapted to the new 

digital reality in order to position African countries to innovate and “catch up” in the digital era 

in a manner that is consistent with “leaving no one behind”. 

 

Prioritize industrial strategies and investments. Africa is still in the early throes of 

the global technological surge, creating a window of opportunity for African countries to move 

into less-automated sectors in which technology installation has been slow, such as food and 

beverages, basic metals, and paper and paper products. In unison, African countries need to 

boost their export-based and higher-value-added manufacturing by investing in basic 

infrastructure improvements, such as power and roads, and new digital infrastructures. At the 

same time, policies could be targeted at leveraging localized digital technologies and resources, 

such as mobile technologies, to harness comparative advantages and promote inclusivity. The 

uncertainty that characterizes the digital age also calls for better anticipation of possible 

scenarios in order to make well-informed decisions. Industrial strategies (and other related 

strategies) must be forward looking and recognize digitalization as a key tool for 

industrialization. For example, Côte d’Ivoire, with the support of the International Trade Centre, 

has developed a complementary national e-strategy targeted at harnessing the industrialization 

opportunities the digital economy offers. 

 

Invest in digital skills development. If African countries were to gain access to the 

same level of information and communication technologies as more developed nations, they 

would not be able to use them in the same way to transform their economies, because of existing 

skills deficiencies. 2  Digital skills development is key to supporting a shift from African 

countries being passive receivers of technology to becoming more active and innovative 

upgraders, and placing the continent on a more level playing field to succeed and catch up in 

the digital age. At the same time, digital skills underpin the use of digital trade and e-commerce 

platforms, which can enable African firms to export industrial goods and services. Data 

analytics, artificial intelligence and the utilization of other intelligent data extraction tools must 

be central to digital skills development. These skills are key for African firms to be able to 

compete in higher value-added industries with larger incumbent rivals, as the economic value 

of data is realized through the ability to conduct data analysis. Lessons can be learned from 

South Africa, which has started to forecast skill needs in priority areas affected by digitalization, 

and the African Centre of Excellence in Data Science of the University of Rwanda, which offers 

post-graduate training in using big data and data analytics to solve development challenges. 

 

Ensure inclusion is central to industrialization in the digital era. It is the 

responsibility of national Governments to ensure that digital industrial strategies and 

investment result in inclusive outcomes and do not replace an “external” digital divide with an 

“internal” one. This requires policy agendas that are responsive to the constraints and needs of 

micro-, small and medium-sized enterprises, and supportive government schemes and 

innovation funds for start-ups and the scaling of digital firms. Creating linkages between larger 

more established firms and smaller businesses can also help to support cross-fertilization and 

sharing of technologies, skills and ideas. Governments may also wish to consider introducing 

                                                           
2 Karishma Banga and Dirk Willem te VeldeSee, “Digitalisation and the future of manufacturing in Africa”, 2018. 

Available at https://set.odi.org/wp-content/uploads/2018/03/SET_Digitalisation-and-future-of-African-

manufacturing_Final.pdf. 

https://set.odi.org/wp-content/uploads/2018/03/SET_Digitalisation-and-future-of-African-manufacturing_Final.pdf
https://set.odi.org/wp-content/uploads/2018/03/SET_Digitalisation-and-future-of-African-manufacturing_Final.pdf
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policies and requirements targeted at inducing more rapid technology transfer through 

partnerships between national and global firms. Opportunities for digital skills development 

should be accessible to young people, women and other vulnerable groups. 

 

Cooperate on the digital economy. The African Continental Free Trade Area 

(AfCFTA) offers a platform for African Governments to establish institutional arrangements 

for cooperation on the digital economy, and provisions to support digital capacities and 

industrialization, and connect African businesses. In fact, the digital economy is closely 

intertwined with issues to be covered in the second phase of the AfCFTA negotiations 

(investment, competition policy and intellectual property rights). The African Union 

Commission is already taking steps towards a continental approach. The Commission, with the 

technical support of ECA, organized the first ever African e-commerce conference, in Nairobi 

in July 2018. The conference brought together policymakers, researchers and representatives 

of the private sector and civil society to discuss what is required of an African e-commerce 

strategy. The main findings and key issues raised at the event have served as input into the ninth 

edition of Assessing Regional Integration in Africa, a publication prepared jointly by ECA, the 

African Union Commission and the African Development Bank. The report contains a chapter 

dedicated to addressing e-commerce within the framework of the AfCFTA. ECA is also 

promoting the establishment of a common African technical standard for digital ID platforms 

so that the benefits of digital ID are accessible in different African countries and regions. This 

offers an entry point for discussing digitalization issues at the continental level, and more 

specifically developing a continental policy and regulatory framework that addresses issues 

related to data privacy and security. The digital ID and digital economy framework of ECA has 

been approved by the Specialized Technical Committee (STC) on Trade, Industry and Minerals. 
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