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1. Introduction 
 

Manufacturing today has become much more capital- and skill-intensive, with 
greatly diminished potential to absorb large amounts of labor from the countryside.  Can 
service industries 1 play the role that manufacturing did in the past, leading to economic 
growth and absorbing vast amounts of labor? Already, services contribute the bulk of 
GDP in developing countries, even in low-income countries where agriculture has 
traditionally played a big part. Young workers who leave the farm for the cities are 
increasingly absorbed into urban services jobs instead of manufacturing. In addition, 
international trade in services has tended to expand more rapidly than trade in goods. 
 

There are two major views regarding the role of the services.  First, there is the 
optimist camp represented by the paper by Ejaz Ghani and Stephen D. O’Connell of the 
World Bank suggesting that services have exhibited “unconditional convergence” in 
productivity recently (2014). That is, countries furthest away from the global frontier of 
labor productivity have seen the fastest productivity growth in services. The authors 
consider that service industries could serve as a growth escalator, the role traditionally 
assumed by manufacturing. 
 

Some, however, are more pessimistic. Rodrik (2016) explains his pessimism by 
pointing two differences between services and manufacturing. First, the formal services 
sector, particularly its tradable component, requires highly skilled workers. But 
developing economies typically have predominantly low-skilled labor forces. In such 
economies, tradable services cannot absorb more than a fraction of the labor supply. The 
second important difference between services and manufacturing is that the services 
sector’s growth may be self-defeating: the expansion in the non-tradable service sector 
will lead to a decline of its terms of trade against the other sectors or the economy. This 
will then reduce the profitability unless the services sector’s expansion is accompanied by 
a complementary growth in the rest of the economy. Rodrik points out that in services, 
where market size is limited by domestic demand, continued success requires 
complementary and simultaneous gains in productivity in the rest of the economy.  He 
claims that “growth therefore must rely on the much slower accumulation of economy-
wide capabilities in the form of human capital and institutions.” Rodrik, therefore, is 
sceptical that a services-led model can deliver rapid growth and good jobs in the way that 
manufacturing once did. When one adds the degree of informality of the services sector 
that characterizes most developing countries in Africa, it forces one to have sobering 
thoughts on the potential of the services sector to be a growth engine and provide 
employment to millions of youth and women joining the labor force.   
 

This scepticism, however, suggests directions that one should take to find 
empirical evidence to assess better, in an African context, the potential of the services 

                                                        
1  A service is a transaction in which no physical goods are transferred from the seller to the buyer. More precisely, 
services correspond, in the United Nations’ International Standard Industrial Classification (ISIC) classification ( in its 
revision 3) to  ISIC divisions 50-99 and they include value added in wholesale and retail trade (including hotels and 
restaurants), transport, and government, financial, professional, and personal services such as education, health care, 
and real estate services. 
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sector to contribute to growth and be a youth and female employment intensive sector.   
 

Consequently, this paper provides a critical review of the available literature on 
sectorial employment in African countries in order to assess the impact of the services 
sector on African economies and in particular on the implications for youth and women.  
The paper begins with a brief review of the main arguments for and against the role of 
services in determining economic growth and generating productive employment 
possibilities, influenced by Rodrik (2016) and papers such as Ghani and O’Connell 
(2014).  Since the issue is essentially empirical, the paper then reviews and examines the 
evidence presented in recent research endeavours where the question concerning whether 
non-manufacturing industries (agriculture, services) can act as a catalyst for growth in 
African countries is considered directly or indirectly.  

 
In particular, the paper will look at the various sources of African data sets as well 

as corresponding research papers that one may use in order to be able to shed more light 
on the role of services.  First, The Africa Sector Database (ASD) developed by the 
Groningen Growth and Development Centre (GGDC), combines data from national 
accounts, census and various surveys is discussed.  Second, we review the data coming 
from the International Labour Organization (ILO)’s database, ILOSTAT, looking at the 
availability of data for African countries.  In addition, we examine more closely the case 
of Mauritius, a country that has enjoyed a long period of economic growth, with a 
structural transformation towards the services sector and that has had an active national 
statistics agency.  Third, one looks at the employment patterns that one can gather from 
analyzing different types of surveys:  the World Bank Enterprises Surveys with their 
hiring patterns as well as the World Bank LSMS-ISA household surveys with their 
information on off-farm employment of individuals. The micro analyses coming out of 
these surveys may then help understand better the various factors influencing the sectorial 
employment patterns across African countries.  
 

Overall, this review finds that there is little evidence for the optimistic view on 
the role of the services sector: with the possible exception of Mauritius, the data and their 
corresponding analyses do not provide evidence that the services sector has been able to 
generate large effects, particularly when considering activities such as financial services 
and telecommunications.  However, as is often the case, the story is more complicated: 
while one has not observed the services sector high productivity activities leading the 
growth of African economies, generating large spinoffs to women and youth in terms of 
employment, the services sector, including both formal and informal activities has 
generated employment opportunities and in some cases, remunerative ones even though 
they are in less “productive” activities such as food and retail sales. Yet, there are also 
suggestions in the data sets that a large number of services jobs for women and youth 
consist of informal and low remuneration occupations.  The paper then concludes with a 
discussion of the need to understand the complex interactions between the agricultural, 
manufacturing and service sectors.  Several factors on the demand side as well as on the 
supply side need to be taken into consideration before the services sector may reach the 
potential impact that the optimists maintain, particularly concerning the employment of 
women and youth.  
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2. Review of Literature on Services in Africa 
 
McMillan, Rodrik and Verduzco-Gallo (2014) observe that a “central insight of 

the literature on economic development is that development entails structural change.” 
This change implies that as labor and other resources move from agriculture into modern 
economic activities, overall productivity rises and incomes expand. This reallocation will 
provoke a rise in a country’s productivity even if there is no productivity growth within 
sectors. However, they also point out that even though there may be an increase in the 
sectors’ productivity, the overall productivity growth may suffer if labor does not 
reallocate to the more productive activities. 
 

They argue their point by first decomposing labor productivity growth in an 
economy in two terms.  First, productivity can grow within economic sectors through 
capital accumulation, technological change, or reduction of misallocation across plants. 
The expression they use for this term is the ‘‘within” component of productivity growth.  
Second, they mention that labor can move across sectors, from low-productivity sectors 
to high-productivity sectors, increasing overall labor productivity in the economy. They 
call the second component of the productivity growth the ‘‘structural change” term. This 
term captures the productivity effect of labor re-allocations across different sectors. When 
changes in employment shares are positively correlated with productivity levels, this term 
will be positive, and structural change will increase economy-wide productivity growth. 
But if labor does not reallocate to more productive sectors, this term will be negative and 
will then reduce overall labor productivity. 
 

McMillan, Rodrik and Verduzco-Gallo (2014) then uses a panel data set of 38 
countries with data on employment, value added (in 2000 PPP US dollars), and labor 
productivity (also in 2000 PPP US dollars) disaggregated into nine economic sectors, 
starting in 1990 and ending in 2005. The main source of data is the 10-Sector 
Productivity Database, by Timmer and de Vries (2009), and they added data for Turkey, 
China, and nine African countries: Ethiopia, Ghana, Kenya, Malawi, Mauritius, Nigeria, 
Senegal, South Africa, and Zambia. 
 

They use this data set to examine the labor productivity growth, dividing it into 
the within component and the structural change component and take a particular look at 
the differences between Africa, Latin America and Asian countries.  Their results show 
that since 1990 structural change has been growth reducing in both Africa and Latin 
America, with the most striking changes taking place in Latin America. The bulk of the 
difference between these countries’ productivity performance and that of Asia is 
accounted for by differences in the pattern of structural change—with labor moving from 
low to high-productivity sectors in Asia, but in the opposite direction in Latin America 
and Africa.  In other words, for countries in these two continents, the structural change 
component tends to be negative: labor does not reallocate to higher productivity 
activities. 
 

However, when they divide the estimation in two different time periods, 
McMillan, Rodrik and Verduzco-Gallo (2014)’s results also show that things seem to be 
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turning around in Africa: after 2000, structural change contributed positively to Africa’s 
overall productivity growth. For Africa, the authors claim that these results are 
encouraging. Furthermore they point out that the very low levels of productivity and 
industrialization across most of the continent indicate an enormous potential for growth 
through structural change. The question then becomes what can be done to unleash this 
potential. 
 

In discussing possible ways that Africa can generate economic growth, Dani 
Rodrik (2016) points out that Africa’s structural change does not appear to resemble the 
changes that occurred during Europe’s industrialization and during the high growth 
period in Asia.  Indeed, while labor is moving out of agriculture and the rural sector, 
“Urban migrants are being absorbed largely into services that are not particularly 
productive and into informal activities”, rather than being absorbed by an expanding, 
high productivity sector that would be driving the structural transformation, as a simple 
Lewis model would offer. 
 

Rodrik (2016) then offers four possible options that could generate a sustained 
and rapid growth for African countries. The first option is a revival of manufacturing. 
The second option is to generate agriculture-led growth, based on diversification into 
non-traditional agricultural products and the third option is rely on natural resources, a 
route that some African countries have taken already.  The fourth option is the services 
sector one.  After all, structural transformations end up with a large services sector.  
Perhaps the impetus for the growth of African economies and an increase in productivity 
will come from the services sector itself?  Rodrik is rather pessimistic because of the 
constraints he perceives:  first, the services that have the capacity to enhance productivity 
tend to require individuals with high skills and Rodrik mentions that “long years of 
education and institution building are required before farm workers can be transformed 
into programmers or even call centre operators.”  So, raising productivity in services has 
typically required steady and broad-based accumulation of capabilities in human capital, 
institutions and governance and unless the complementarities arise in the economy, there 
will be growth constraints. In addition, raising the productivity in one element of a sub-
sector of services is possible, say by allowing foreign entry into retailing.   

 
However, Rodrik cautions that achieving productivity and increased employment 

across the entire retail sector is difficult because of the heterogeneity of firms and 
institutional arrangements. He sees that these difficulties will impede the potential of the 
services sector to generate high-wage jobs for the majority of individuals.  As he 
mentions: “Perhaps Africa will be the breeding ground of new technologies that will 
revolutionise services for broad masses, and do so in a way that creates high-wage jobs 
for all. Perhaps; but it is too early to be confident about the likelihood of this scenario” 
 

Others are more optimistic. Ghani and O’Connell (2014) talk about the potential 
of the services sector. The authors do not see the constraints raised by Rodrik (2016) as 
impossible to overcome and provide some anecdotal evidence of the services sector’s 
potential impact. Ghani and O’Connell (2014) believe that “as services produced and 
traded across the world expand with advances in technology and globalization, the 
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possibilities for low-income countries to grow faster based on their comparative 
advantage increases.  That comparative can just as easily be in services as in 
Manufacturing.  Growth escalators faced by the Lions in Africa2 may turn out to be 
different than that experienced by the East Asian Tigers.” 

 
The book Industries Without Smokestacks: Industrialization in Africa 

Reconsidered, edited by Newfarmer, Page and Tarp, challenges the pessimistic view that 
Africa will be unable to catch the wave of sustained rapid growth and rising incomes. It 
argues that other activities sharing the characteristics of manufacturing- including 
tourism, ICT, and other services as well as food processing and horticulture- are 
beginning to play a role analogous to that played by manufacturing in East Asia. These 
'industries without smokestacks' offer new opportunities for Africa to grow in coming 
decades.  

 
In looking for those industries and see if they can contribute to African growth, a 

chapter from the book (Spray and Wolf, 2017), uses a unique dataset built from tax 
administration data from the Uganda Revenue Authority (URA) and the Rwanda 
Revenue Authority (RRA).  This dataset is unique in that “it covers the full population of 
formal sector firms on a monthly basis and holds information on their characteristics, 
their business networks and behaviour that allow to study different industries at the micro 
level and compare their development over time, features that no survey dataset holds at a 
similar level of detail.” However, the datasets cover only formal firms that report to the 
tax authorities.  It is not a representative set of firms in these countries so it is not clear 
that one can generalize the results to the rest of the firms, likely very small and/or part of 
the informal sector of these countries. But this does not make the study less interesting as 
the authors’ goal is to analyse high-productivity formal firms interacting with the external 
sector. 
 

Spray and Wolf (2017) use network analysis to find results that first, similar to 
their importance in the traditional manufacturing industries, firm size also appears to be 
of crucial importance for successful industries without smokestacks in services and agri-
processing. Secondly, they find a high level of interconnectedness among firms, 
particularly those firms involved in the services sector. 3Furthermore, they show that 
productivity growth in these sectors is strongly associated with the performance of the 
whole economy. They argue that their results show that industries without smokestacks in 
manufacturing and services can play an important role in structural transformation, and 
that looking at finer levels of disaggregation illuminates a path toward growth and 
transformation that need not solely based on the manufacturing sector, as one needs to 
look at the interactions between the sectors. Whether the other firms in Rwanda and 
Uganda involved manufacturing and services can be transformed to be like those high-
productivity ones found in the paper’s data set is not addressed but this is beside the 
point.  The paper aims to demonstrate that there is a potential for an industry without 

                                                        
2  The African Lions are Congo, Chad, Angola, Mozambique, Nigeria, Ivory Coast, Sierra Leone, Ghana, Ethiopia, and 
Rwanda. 
3  Their results suggest that service sectors make up six of the top ten most interconnected sectors of the economy in 
Uganda and five in Rwanda, supporting their claim that services are vital to knitting the economy together. 
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smokestacks with high productive firms in manufacturing and services and this goal is 
certainly achieved.  The question then becomes how to unleash this potential to have 
economy-wide consequences. 
 

One possibility is that the services sector’s expansion would be fuelled by an 
exogenous source: an exogenous increase in its demand, most likely from trade with 
other countries, perhaps using the example from India4. Indeed, several recent papers 
have advocated liberalising trade in services.  First, Saez, McKenna and Hoffman (2015)  
suggests the importance of the services sector in Africa by first pointing out that services 
are used as inputs to other export activities in such sectors as agriculture, energy and 
manufacturing.  Besides the complementarity of the service sectors, the paper also 
highlights the potential role that trade liberalisation and better governance may play in 
expanding the services sector and how a solid service sector may help connect countries 
to the global marketplace.  The paper also calls for addressing the significant gaps in data 
and analysis in order to understand better how the activities of the service sector as well 
as complementary sectors can help African countries to boost their overall economic 
competitiveness. 
 

Similarly, Hoekman (2017), in a chapter in Industries Without Smokestacks: 
Industrialization in Africa Reconsidered, recognizes that “the weakness of services data 
makes it difficult to analyse the effects of such developments (recent technological 
changes) on services trade.  This is true even for OECD member countries, as much of 
what is exchanged digitally is not measured, and in part because it is very difficult to 
measure sales of services provided by suppliers that cross borders on a temporary basis.  
The data challenges are even greater for low-income countries.  Data for many African 
countries are very weak; many countries do not report detailed statistics and some do not 
report at all.  This implies that the analysis of available statistics is likely to give a 
misleading picture of the reality “on the ground” in Africa.”  The paper then mentions 
some case studies on travel (tourism) being a major export category that is growing faster 
than other services, as well as mentioning studies on the role of ICT to help boost 
exchanges of professional and business services across African countries such as Kenya, 
Uganda, Rwanda and Tanzania. 
  

Finally Hoekman (2017) cautions that the economic research literature makes 
clear that services liberalization is not a panacea.   Opening up to trade in services 
without having the proper economic governance, institutions and regulatory authorities 
may not lead to the desired development outcomes.  Thus, this article again, points out 
the potential role of services in providing economic growth without being able to assert 
that favouring services expansion through trade reforms will necessarily lead to positive 
outcomes because 1) the data do not allow to measure or verify and 2) that other 
complementary factors need also to develop favourably before an expansion of trade 
takes place. 
 

A services sector expansion may also be beneficiary for women.  Indeed, 
Lipowiecka and Kiriti-Nganga (2016) highlights the possible role that services can play 
                                                        
4   See for instance Eichengreen and Gupta, (2010).  
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in providing an alternative engine of growth for developing countries, as well as its 
importance in terms of female employment, citing the ILO’s figure of almost 50% of 
female employment across all countries. The paper cites the potential role of the services 
sector in fostering not only growth but also of greater gender equality.  It takes a look at 
the female employment in the services sub-sectors of communications technology (ICT), 
finance, tourism, health care industries, pointing out some of the gender-based constraints 
affecting women’s participation in the service sectors in developing countries. The paper 
suggests the potential role of promoting gender equality in developing countries and 
offers recommendations to ensure that women and men benefit in an equitable manner 
from service sector growth.  The paper does not say that the services sector actually plays 
that role: it highlights the potential that it may play. The reason for this is because the 
data to make such an assessment do not exist for most developing countries and, to be 
fair, the argument made is also prospective, rather than retrospective.  It is about what an 
expansion of the services sector may do in the future. 
 

Women are more likely to be found in the services sector than the manufacturing 
one, but this prevalence is not pervasive across of the services sub sectors. Amin and 
Islam (2014), in their analysis of firm-level data across 87 developing countries revealed 
not surprisingly that women are more prevalent in the services sector compared to the 
manufacturing sector, particularly when looking at the incidence of female managers.  
However, they find that this finding is entirely driven by the retail sector rather than 
service sectors such as wholesale, construction or other services.  Furthermore the higher 
incidence of female managers is much higher for relatively small firms and in smaller 
cities. 
 

Finally, Africa’s population is relatively young. Young people within the 15–
24 year age bracket comprise between 35% and 40% of the workforce in the various 
countries examined. An additional one-fourth of the work force is contained in the 25–34 
age bracket.  It could be that the employment structure among young people resembles 
that of the general population, as youth accounts for a large proportion of the labor force. 
Yet, it could also be different. Filmer and Fox (2014) mentions that African youth 
entering the labor force now have more schooling than previous generations.  They may 
then join the labor force by engaging in more productive activities, which may then lead 
to a more productive labor force in the next several decades. 
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3. An examination of the various empirical evidence 
 

Having presented an overview of the literature on the potential role of services in 
Africa, we now review the issues of sectorial employment by looking at the available 
databases and some of the corresponding research analyses linked to sectorial 
employment in African countries.  We begin with a database that aims to have some 
macroeconomic consistency. 
 
3.1 Africa Sector Database (ASD) 
 

The Africa Sector Database (ASD) developed by the Groningen Growth and 
Development Centre (GGDC) is the first database to provide long-term series (from 1960 
onwards) on sectorial developments in Africa. The database contains variables such 
annual series of value added, deflators, and persons employed (split by gender) for ten 
broad sectors of the economy.  It is constructed on the basis of an in-depth study of 
available statistical sources on a country-by-country basis for 11 countries. 5 The de 
Vries, de Vries, Gouma and Timmer, (2013) paper discusses the contents of the database, 
the selection procedure of the sources, and the methods used to ensure intertemporal, 
international and internal consistency.  Data on employment is typically not available 
from the National Accounts Statistics (NAS) and is therefore much scarcer than data on 
value added.  Employment and labor productivity data were derived for particular years 
from national micro-surveys, and the remaining years were interpolated to arrive at 
annual data on employment for various sectors between 1960 and 2010.6 
 

Whereas the database has macro data that is generally available and of good 
quality for each period, the data on employment for these countries are for a large portion 
imputed using a detailed and careful methodology.  The database has been used to 
describe structural transformation in developing countries using macro growth 
accounting to compute productivity changes across time and decompose them across 
sectors.  This exercise has been published in journals (de Vries, Timmer, and de Vries 
(2013), Timmer, de Vries, G& de Vries, (2015) and the authors’ macroeconomic analyses 
find that the “process of structural change stalled in many African and Latin American 
countries during the mid-1970s and 1980s. When growth rebounded in the 1990s, 
workers mainly relocated to market services industries, such as retail trade and 
distribution. Though such services have higher productivity than much of agriculture, 
they are not technologically dynamic and have been falling behind the world frontier” 
(Timmer, de Vries, G& de Vries, 2015). 
 

It would then appear that the transformation towards the services sector for the 
                                                        
5 Botswana, Ethiopia, Ghana, Kenya, Malawi, Mauritius, Nigeria, Senegal, South Africa, Tanzania and Zambia. 
6 The paper by de Vries, de Vries, Gouma, and Timmer, (2013) reveals that « Four different primary sources of 
employment exist, namely the Population Census (PC); the Labour Force Survey (LFS) and other Household Survey’s 
(HS) with data collected at the household level; and Establishment Survey’s (ES) which are based on firm-level 
questionnaires. Generally the methodology uses the PC to arrive at benchmark estimates and interpolate the data in 
between using ES data. In some cases the LFS and/or HS are used to adjust the PC data (collected on a ten-year cycle) 
with a series of methods to do back casting, interpolation and extrapolation in order to replace the missing values 
between the census years”. 
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African countries included in the ASD does not appear to be in the high productivity 
service activities such as telecommunications and financial services, and/or the analysis 
has not been able to capture this effect yet on a macroeconomic basis. 
 

Yeboah and Jayne (2018) also use the ASD, but do it as a starting point for 
understanding broad employment trends by sector for multiple African countries.7  They 
confirm that “for most countries, the declining share of labor in agriculture has been 
accompanied by higher labor shares in the service-related sectors such as commerce, 
transport and hospitality, making services the second largest contributor to total 
employment. The share of jobs in the manufacturing sector has generally either stagnated 
or declined over time in most countries, with a couple of exceptions such as Kenya and 
Ethiopia”.  
 
3.2   World Bank and ILO data bases 
 

The International Labour Organization (ILO) is the main source for labor force 
data in the world.  For instance, The World Debt Indicators (WDI) tables present various 
indicators for the labor force by drawing from the ILOSTAT database.8  In turn, the ILO 
data are produced from two major exercises.  First, the ILO, in association with a 
country’s statistical agency, will administer labor force surveys to directly capture the 
information to construct the labor force statistics.  Second, when labor surveys are not 
available, the ILO provides labor force numbers for a particular country though time by 
inferring them from an econometric modelling exercise.  In other words, when one does 
not have actual data, one uses econometric procedures to impute a value for missing 
observations.   
 

The ILO (2010) paper from ILO’s Employment Trends Unit explains the 
elaborate modelling exercise in greater details using panel data techniques, predicting  
values that are missing from an economic model that is estimated using from collected 
surveys.  Given that the collected data for developing countries are often missing, the 
model, estimated with data from developed countries, is used to impute values for 
developing countries. For African countries, it is clear that it imputes a lot of observations 
for a considerable amount of periods.  Indeed, when looking at female and male 
unemployment rates, Figure 4 of the ILO (2010) reproduced below reveals that only 10% 
of the observations come from observed (i.e. initial) data.  The remaining 90% of the 
observations from the African countries are imputed using various statistical methods.  In 
the case of adult and youth employment data, figure 5 of the paper (reproduced here) 
reveals that the percentage of observed data is even less: close to 5%. 

                                                        
7 Yeboah and Jayne (2018) main empirical analysis utilises micro-level data from three other sources: 1) the Living 
Standards Measurement Study with its Integrated Surveys of Agriculture (LSMS-ISA); 2) Labour Force Surveys, and 
3) the Integrated Public Use Microdata Series (IPUMS) that are based on 10% random samples of national population 
censes conducted between 1990 and 2010 and managed by the University of Minnesota Population Center. 
8 ILOSTAT can be accessed at 
https://www.ilo.org/ilostat/faces/wcnav_defaultSelection?_afrLoop=2595443842708245&_afrWindowMode=0&_afr
WindowId=null#!%40%40%3F_afrWindowId%3Dnull%26_afrLoop%3D2595443842708245%26_afrWindowMode%
3D0%26_adf.ctrl-state%3Dxk7izvyrh_57 
 

https://www.ilo.org/ilostat/faces/wcnav_defaultSelection?_afrLoop=2595443842708245&_afrWindowMode=0&_afrWindowId=null#!%40%40%3F_afrWindowId%3Dnull%26_afrLoop%3D2595443842708245%26_afrWindowMode%3D0%26_adf.ctrl-state%3Dxk7izvyrh_57
https://www.ilo.org/ilostat/faces/wcnav_defaultSelection?_afrLoop=2595443842708245&_afrWindowMode=0&_afrWindowId=null#!%40%40%3F_afrWindowId%3Dnull%26_afrLoop%3D2595443842708245%26_afrWindowMode%3D0%26_adf.ctrl-state%3Dxk7izvyrh_57
https://www.ilo.org/ilostat/faces/wcnav_defaultSelection?_afrLoop=2595443842708245&_afrWindowMode=0&_afrWindowId=null#!%40%40%3F_afrWindowId%3Dnull%26_afrLoop%3D2595443842708245%26_afrWindowMode%3D0%26_adf.ctrl-state%3Dxk7izvyrh_57
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While a modelling exercise is the best one could do in order to obtain data given 
the circumstance, it remains that this brings up an interesting issue:  If one uses the 
imputed values on participation into the labor force and its various sectors in order to be 
able to analyse how the economies of developing countries undergo structural 
transformation through time, one needs to be aware that most of the data are not actually 
real: rather they are computed using data from developed countries where “adjustments” 
are made to make them more applicable to developing countries though time.  In other 
words, the data cannot describe a process actually taking place.  Rather, they come from a 
hypothesized model that one assumed might have taken place.  This may then limit the 
usefulness of the imputed data and may suggest that one should only look at data coming 
from actual survey sources. 
 

The imputation procedure leads to some striking differences. For instance, 
downloading ILOSTAT data on the percentage of females involved in the services sector 
from African countries, one is able to get 17 countries, with a complete period between 
1990 and 2017.  However, when one looks at the data that come from real surveys, one 
gets 18 African countries, where each country has data for 2 or 3 years between 2000 and 
2015.  In fact, Mauritius and South Africa are those countries where labor force surveys 
are more prevalent, allowing data collection annually: Mauritius between 2001 and 2016, 
South Africa, between 2007 and 2016.  Namibia has four observations between 2000 and 
2016 and Tanzania and Ghana have three observations.  The rest of countries have two or 
one observation for the 2000-2016 period. Thus, if one looks for some evidence on what 
happened to the labor force composition in terms of sectors between 1990 and 2017 for 
African countries in the ILOSTAT database, the actual survey data are only for two 
countries, Mauritius and South Africa, and the longest real time period is from 2001 to 
2016 in the case of Mauritius. 
 
3.2.1 Observations on Mauritius 
 

Mauritius is a very interesting case which has been held by the press as a star 
performer in Africa.  Indeed, data from the IMF show that real per capita GDP (at 
purchasing power parity, 2011 dollars) has quadrupled from $4,529 in 1980 to a 
projected $20,404 this year, taking the nation of 1.3m people from 82nd in the world in 
terms of income per head to 53rd, based on countries included in the 1980 data.  Here’s is 
how Steve Johnson, a journalist for the Financial Times, describes the transformation that 
Mauritius undertook: 
 

Mauritius started to industrialise and diversify its economy in the 1970s, 
abandoning a policy of import-substitution that failed, in part, due to the small 
size of the domestic market. Instead, it embraced exports, with an ambitious 
export processing zone act that fast-tracked approvals for export-focused 
manufacturers, according to analysis by the World Bank.  
 
Mauritius’ industrialisation and export push was founded on the textile industry, 
a relatively low-skilled sector that involved converting imported fabrics into 
finished goods. Simultaneously, though, the country embarked on a push to 



13 
 

improve its human development indicators, preparing the ground for a move up 
the skills chain. School enrolment rates were raised, life expectancy jumped 
from 62 in 1970 to 74.6 today, infant mortality fell from 64 per 1,000 live births 
in 1970 to 10 and the Gini coefficient, a measure of income inequality, dropped 
from 0.50 in 1962 to 0.36 (i.e. closer to perfect equality of 0), even as this 
measure has risen in many countries. This improvement in the quality of its 
workforce paved the way for Mauritius to move into higher-skilled, higher-value 
added sectors, such as business process outsourcing and financial services… 

 
-Excerpt from Johnson (2018) in the Financial Times on June 14, 2018.  
 

One way to validate the Financial Times ‘transformation story is to look at the 
data.  The first possible step is use data from Mauritius coming from the Groningen 
Growth and Development Centre (GGDC) ASD data base.  The GGDC 10-Sector 
Database provides a long-run internationally comparable dataset on sectorial productivity 
performance in Africa, Asia, and Latin America. Variables covered in the data set are 
annual series of value added, output deflators, and persons employed for 10 broad sectors 
(ISIC code 3.1).9  One can then group the various subsectors into the general categories 
of Agriculture, Manufacturing, Mining and Services.   In addition, one can subdivide the 
general service category into a subsector that encompasses the “traditional” activities, 
often characterized as lower productivity activities10  and into another subsector with 
activities that are more technical and likely more productive.11  

 
The following graphs look at the real valued added and employment shares by 

sectors for the years 1980, 1990, 2000 and 2010 to show the structural transformation of 
the Mauritius economy over this 30-year period.  The first set of graphs presents a 
familiar transformation, though one notes that already in 1980, Mauritius has a relatively 
prevalent services sector (64%).  Whether looking at the gross value added in constant 
2005 prices or at the share of employment, one sees that the services sector’s importance 
increases to the expense of the agriculture, the mining and the manufacturing sector.  For 
instance, the service share of employment is about 55% in 1980 and goes to 74% in 2010, 
while agriculture reduces from 24% to 7%.  Furthermore manufacturing share of 
employment rises from 21.3% to 32% in 1990, but then it reduces to 19% in 2010, 
underlying the fact that Mauritius’ transformation has indeed shifted towards services.  
 
However, the GGDC data set suggests that this transformation is not simply a matter of 
the economy switching to a more productive service activity. While the 10-sector ISIC 
coding does not allow a finer examination, one can create broad subsector service 
activities to observe the transformation between 1980 and 2010. The second set of graphs 
shows the same number as the previous tables with the exception that the services 
category is broken up into the “traditional services activities (variable services1) and the 
“technical services” activities (variable services2).  The graphs show that indeed, from 
                                                        
9  The ASD vas discussed in more details in section 3.1 For the construction of the data set, one should consult 
https://www.rug.nl/ggdc/docs/10sector_sm_jan2015.pdf 
10 These activities are construction; trade restaurants and hotels; community, social and personal services; and 
government services. 
11 These activities are finance, insurance, real estate and business; and in transport, storage, and communications. 

https://www.rug.nl/ggdc/docs/10sector_sm_jan2015.pdf
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1980 until 2010, the technical activities rise in prevalence (either in terms of value added 
or employment shares).  For instance, employment share in technical activities raise from 
7% in 1980 to 17.5% in 2010.  However, over this period the traditional activities also 
see quite an increase in employment shares: from 48% in 1980 to 56% in 2010. In 
addition, the share of value added in these activities does not appear to decrease between 
1990 and 2010. 
 

In other words, the data suggest that the structural transformation in Mauritius 
indicates that somehow the rise in the value added and the employment shares are 
phenomena across all the services sub-sectors, including those deemed to be the 
traditional low-productivity ones. The story therefore appears to be more complicated 
than an overall increase in the services sector, fed by the rise of the high productivity sub-
sectors. Rather, over the 1990-2010 period, the graphs suggest that most, if not all sub-
sectors saw a relative increase in value-added and particularly in employment shares. As 
the transformation takes place, individuals maintain and some switch to the more 
traditional services activities and these do appear to be fairly productive.  This could be 
due to several reasons: a reduction in informality, a greater contribution of human capital, 
general macro activities, measurement issues, etc. Without more precise data, it is 
difficult to say, but certainly the graphs point out to the need to consider more factors 
before making an assessment. 
  

Fortunately, Mauritius is also blessed with a relatively sophisticated statistical office 
that has been collecting labor force surveys on an annual basis using the ILO 
methodology and these data are available on ILOSTAT.12  Furthermore, one can also 
access the Statistics Mauritius website and obtain more information on the labor force 
statistics.13  Let’s see if the information one can obtain from ILOSTAT and Statistics 
Mauritius allow to confirm the structural transformation towards the service sector that is 
pictured in the Financial Times.  In particular, one will attempt to attest whether the 
higher-skilled, higher value added sectors have generated large employment changes. 

 

                                                        
12  The GGDC data set also uses data from the Mauritius Statistics office. But they only offer a 10 sector level 
information and they also use their own methodology to make the data consistent across the other countries. 
13 One can access the website at http://statsmauritius.govmu.org/English/StatsbySubj/Pages/Labour.aspx  
 

http://statsmauritius.govmu.org/English/StatsbySubj/Pages/Labour.aspx
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Mauritius: Sectorial Shares of Value Added at Constant 2005 Prices, 1980, 1990, 2000 and 2010 
 

 
 

 
Mauritius: Sectorial Shares of Employment, 1980, 1990, 2000 and 2010 
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Mauritius: Sectorial Shares of Value Added at Constant 2005 Prices, 1980. 1990, 2000 and 2010 
Subdividing Services into Services1 (traditional) and Services2 (more technical) 

 

 
 
 
 

Mauritius: Sectorial Shares of Employment 
Subdividing Services into Services1 (traditional) and Services2 (more technical) 

 
 

 
 
Note:  1) The variable services1 includes the following service subsectors utilities; construction; trade restaurants and hotels; community, social and personal services; 

and government services. 
2) The variable services2 includes the service subcategories in finance, insurance, real estate and business; and in transport, storage, and communication.
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Table 1: Unemployment by percentage overall, by gender and age categories   
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Table 2: Employment in numbers for economic sectors overall, by gender and age categories 

First, the Table 1 shows that unemployment has remained more or less constant since 2011, with an unemployment rate over 7% for 
males and 10% for females.  Second, the services sector in Mauritius’ economy was already in 2001 more prevalent, making up 51.6% 
of the total work force and the industrial sector employed 36.5% of overall workers.  By 2017, the services sector contained 68.5% of 
the workers, and only 24.4% of the workers were engaged in the industrial sector.  For female workers, the services sector is even 
more prevalent, as 51.2% of female workers were involved in 2001, rising to 79.3% in 2017. The numbers suggest that in Mauritius, 
the services sector influence is for females arises early in the 2000 (towards 2004) and then increases gradually and constantly, 1 to 2 
percent a year.  And the increase is higher for females than males. 
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Table 3: Employment in percentage for broad economic sectors overall, by gender 

 
The rise in services for females arises early in the 2000 (towards 2004) and then rises gradually and constantly, 1 to 2 percent a year.  
And the rise is higher for females rather than males. 
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Table 4: Employment (thousands) for specific economic sectors (ISIC level 2) 
overall, by gender 

 
When one further breaks down the employment figures by activity level and by 

gender, one sees that the rise of the service sectors happened across most of the sub-
sector activities (wholesale and retail trade, accommodation, food and beverage,).  High 
productivity activities such as financial services and telecommunications also show an 
increase in the number of female workers, but their importance overall is relatively small 
compared to the traditional service activities of food, wholesale and retail trade. Indeed, 
in 2017, 2000 female workers are in telecommunications, up from 1000 in 2001, and the 
bank services employs 5000 female workers, relatively unchanged compared to 2001. 
 

Now, when one goes deeper into the ILOSTAT numbers, one can also look at 
whether the employment has come from the formal sector or whether the employment 
has been within the informal sector. Indeed, as growth took place in the 2000s, one would 
presume that growth allowed an increasing formalization of employment à la Lewis 
model, attracting individuals from the informal sector (also self-employment) into the 
formal sector. 
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Table 5:  informal employment and informal sector as percentage of employment by sex 

 
The data for Mauritius are only available starting in 2012, so it is not possible to see what happened when the economy took off 

from the 1980s.  However, what one can see is that in 2012 for non-agricultural activities, the informal employment as percentage of 
total employment represents 49.7% and in fact increases slightly to 52.9% in 2016. For females, numbers are similar (47.8% to 
51.1%).   
 

So in fact the nature of employment is still quite informal (roughly half) and it does not seem to become more formal, even though 
there is an on-going structural transformation towards a relatively service economy. In fact, it becomes slightly less formal over the 
last 5 years.  So, interestingly enough, the basic stylized facts in development textbooks of increased formalization do not appear to 
hold for Mauritius, at least over the last 5 years, for both male and female individuals. 
 
Table 6: share of youth not in employment, education or training, total and by gender 
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Furthermore, another interesting variable from the ILOSTAT is the share of youth not 
in employment, education or training (NEET), where youth are defined as between the 
age of 15 and 24 years.  For Mauritius, one can see that the female share of NEET has 
come down, from 40.9% to 27.4% in 2013.  Though in 2014, the numbers shoot up to 
75.1% to 72.2% in 2016.14 The decline in NEET would indicate an absorption of the 
youth in employment (either formal or informal), but this appears to be done by all 
sectors, as the previous tables do not indicate any particular (or abnormal) employment 
growth in a specific sector (or even sub-sectors (ISIC2, or ISIC-Rev.4). 
  

Mauritius is a star example here in terms of macroeconomic and growth performance. 
However, when one uses the information obtained via labor force surveys to document 
the changes that occur in terms of economic activities and participation of women and 
youth, the picture that emerges becomes blurrier.   GPD per capita growth takes place, 
with unemployment being stable or going down for everyone and women and yes, the 
services sector becomes the leading sector of the economy, particularly for women.  But 
this expansion of the service sector is gradual, not linked to a particular sub-sector that 
would absorb a very large proportion of the female and youth labor force.  In fact, the 
higher productivity sub sectors such as financial sectors and telecom sectors do increase 
in terms of employment shares, but they are relatively small compared to the other 
service categories (wholesale and retail trade, food and accommodation). Furthermore, 
the nature of employment did not formalize over the period: the degree of informal 
employment appears to have remained the same over the last 15 years, even though the 
economy has improved markedly. 
 

What does this point out? The simple growth story of Mauritius is blurrier when one 
looks at the data emanating from actual labor force surveys (ILOSTAT) or even from the 
Mauritius government own data set. The manufacturing sector’s importance in terms of 
employment has gradually come down, as the other sector: the service sector, has 
absorbed more workers in absolute as well as relative terms. But no particular service 
sub-sector appears to have been a leading absorber of workers, particularly in terms of 
female employment.  This suggests that there is no single linkage force in the economy, 
and that probably that the manufacturing sector and the services sector are linked in 
various general terms, both in the formal and in the informal economic activities.  It does 
not appear that the high productivity service subsector such as financial services can 
readily on its own pull a lot of employees, be they male or female into its activities as 
only about 5 to 10 thousand employees.  This does not imply that the high productivity 
service sub sector cannot have important linkages with other activities and generate a 
concurring economic impulsion via its linkages.  But if so, its contribution will not be in 
terms of directly employing women and youth.  In fact, women and youth do participate 
more in the services sector, but in activities that appear to be of lower productivity 
(wholesale and retail trade, accommodation) either in terms of employment or self-
employment.   
 

In other words, FT article’s claim that “This improvement in the quality of its 
workforce paved the way for Mauritius to move into higher-skilled, higher-value added 
                                                        
14 An email has been sent to Statistics Mauritius to get corroboration of these figures.  
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sectors, such as business process outsourcing and financial services” might be valid in 
terms of economic activity, but this has not so far translated into a sizeable increase in 
absolute employment, neither in terms of male or female workers.  The macroeconomic 
impact, if it exists, might be that the higher-skilled sectors have a complementary effect 
on the other sectors: they generate demand for other sectors’ activities.  It could also be 
that these higher value added sectors are important but that previous activities such as 
manufacturing and other activities of the services sector are still driving most of the 
employment impact, either directly by continuing employing workers or by generating 
complementarities with other sectors. This being said, the broader question of whether 
the services sector can absorb employment of women and youth can be answered 
positively in the context of Mauritius. Indeed the services sector is the major source of 
employment for all workers in Mauritius. But one cannot easily detect a pull factor from 
a specific sub-sector such as financial services or other high productivity activity.  
 
3.3 Enterprise Surveys data on African Countries: 
 

Another potential source of evidence to document the employment patterns of 
African workers across economics sectors comes from the World Bank’s Enterprise 
Surveys.  This data bank on Enterprise Surveys (ES) offers an expansive array of 
economic data on 135,000 firms in 139 countries.15 One should exercise caution when 
comparing raw data and point estimates between surveys that did and did not adhere to 
the Enterprise Surveys Global Methodology, as the surveys are not identical, but one can 
certainly learn something by examining the various trends across countries.16 
 

We concentrate on the African countries and we retrieve the information from the 
ES pertaining to employment. The tables report four main indicators: Employment Share, 
Employment Expansion, Employment Contraction, and Net Employment Change.17 
In particular, the variable Net Employment Change measures the annual rate of net 
change in the aggregate stock of permanent, full-time employment. It takes all firms and 
computes net change of the aggregate stock, i.e. employment expansion less employment 
contraction. As the ES methodology points out, this indicator is different from the Annual 
Employment Growth, a performance indicator which measures average firm-level growth 
in permanent, full-time employment.  Rather, it provides a suggestion of what has 
happened in terms of net employment for all the firms surveyed in a given country that 
particular year, compared to the previous one. To the extent that the survey may or may 
not fully capture what happens to the private sector in a given country, information from 
the ES surveys might provide some evidence on structural transformation. Presumably, 
one would hope that firms involved in services would be involved in employment 
expansion rather than in employment contraction so that they would lead to positive net 
employment changes.  Furthermore, if some countries encounter a structural change in 
terms of a dynamic service sector that is creating employment, one would hope to see that 

                                                        
15 See http://www.enterprisesurveys.org/data  
16 For more on the methodology, one should see http://www.enterprisesurveys.org/methodology  
17 These indicators are based on Aga, Francis, and Rodriguez Meza (2015), which investigates what types of firms are 
the key employers, and what types of firms create or lose jobs at a faster rate 

http://www.enterprisesurveys.org/data
http://www.enterprisesurveys.org/methodology
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firms involved in services would contribute a relatively large share of the net 
employment changes. 
 

Instead of looking at particular surveys, let’s look at what these surveys say on 
average for each country in terms of employment and sectors in order to get a general 
picture of where the private firms operate and see the extent to which private firms may 
be involved in the services sector as well as some of the sub-sectors, when that 
information is available. 

 
Table 7: Employment Indicators’ Enterprise Surveys for African Countries 
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The table 7 with 17 countries shows that in terms of employment creation, 

looking at most recent year of data collection, one sees that for those African countries 
where there is positive employment creation, that the services sector did participate but 
the effect is not overwhelmingly strong.  First, one sees that the employment creation 
comes from firms involved in manufacturing and mining.  Second, the services sector is 
also a source of employment creation, though it is in the subsectors of retailing and food 
that one finds more employment creation rather than the “other services” category.  This 
category entails, presumably, more of the higher productivity activities (financial 
services, call centres, etc.) as well as low productivity ones. Unfortunately, very few 
countries appear to have a finer classification of sectors of economic activities. 
 

The overall evidence from the enterprises surveys in Africa would be that 
employment creation of private firms, when it occurs, appears to be across the 
manufacturing and services sectors, without one particular sector, or sub-sector, being the 
main driver of employment creation. Perhaps a closer look at the employment situation of 
private enterprises in some specific countries may yield more insight on whether there are 
noticeable net employment changes in the service sector and its subsectors.  We look first 
at the data for Mauritius and then some of the so-called African Lions (Ghana, Ethiopia, 
Rwanda and Nigeria that are part of the overall table. 
 
3.3.1 Mauritius 
 
The enterprise survey for Mauritius was administered in 2009 and covered 396 firms.  
Overall, based on these figures, in 2009, the private firms involved in the Mauritius 
economy had a net change in full employment of 12.2%.  
 
The food sector had a net expansion of 7.6% and the garments sector had a net expansion 
of 28.3%.  The retail sector also had a net increase of 8.8%.  The main increase in full 
employment of firms involved in “other services was 22.3%. Given that “other services” 
relative importance, it contributed 38.8% of the overall expansion.  
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3.3.2 Ghana 
 
710 firms were interviewed in 2013 and the survey reveals that these firms claim a net 
expansion of full employment by 7.4%.  Firms involved in food had an impressive net 
expansion of employment by 24.2%, those involved in chemical and plastic production 
increased their employment by 7.7%, and those involved in retail had a 5.3% net 
expansion, while those involved in “other services” had a net expansion equal to the 
overall average that is 7.4%. 
 
3.3.3 Ethiopia 
  
The 2015 enterprises survey was administered to 828 firms.  Overall the net expansion of 
full employment was 7.6% compared to the previous year.  Firms in the following sub-
sectors non-metallic minerals (14.2%), transport (10.9%), retail (5.1%) and other services 
(8.8%) represent the major forces behind this 7.6% net expansion in employment. 
 
3.3.4 Rwanda 
 
For the 236 Rwandan enterprises surveyed in 2011, there is a net full employment 
expansion of 12.3%, which came about because of a net expansion of 16.1% in the 
services sector and a 5% net expansion in the manufacturing sector. 
 
3.3.5 Nigeria 
  
The Nigerian survey performed in 2014 with more than 2526 firms offers a more detailed 
information on the various sectors.  Overall the net expansion of full employment over 
the year was 8.7%, but the survey reveals a diversity of responses across the sub-sectors.  
For instance, firms involved in fabricated metal production reduced their employment by 
10.4%, while those in garments increased theirs by 25.3%. Printing and publishing firms 
had a net expansion of employment by 19.1%, other manufacturing had 11.1% net 
expansion.  Firms involved in services of motor vehicles had a 10.8% net expansion of 
employment and those involved in the category of “other services” had a 5% net 
expansion. 
 

Looking at these countries individually reveal that private firms do expand 
employment in the services sector for Rwanda, Mauritius and to some extent Ethiopia at 
higher rate than the country’s overall average, but that other sectors are also expanding 
their employment.  So, the services sector employment does grow, but it is not clear 
whether it is pulled or pushed as other sectors are growing as well.  
 
3.4 LSMS-ISA surveys 
 

Lastly, another source of information on sectorial employment is the Living 
Standards Measurement Study with its Integrated Surveys of Agriculture (LSMS-ISA).  
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These surveys have information on the various economic activities that are undertaken by 
the household as well as some of the individual members. The surveys do contain 
information on sectorial employment of these individuals, whether it is on-farm or 
whether it is off-farm employment18, and some authors have used the various data sets to 
understand more the various employment patterns that are arising out of the economic 
transformation of several African economies.  We look first at Van den Broeck and Kilic 
(2018) and then, McCullough (2017). 
 

Van den Broeck and Kilic (2018) uses the nationally-representative longitudinal 
household survey data generated as part of the World Bank Living Standards 
Measurement Study – Integrated Surveys on Agriculture (LSMS-ISA) initiative and 
provides recent empirical evidence on off-farm employment19 participation rates that is 
representative for five countries in SSA, namely Ethiopia, Malawi, Nigeria, Tanzania and 
Uganda.  Using the LSMS-ISA panel data sets, the analysis covers two survey rounds 
from Malawi (2010 and 2013), Nigeria (2013 and 2016), and Tanzania (2011 and 2013); 
three survey rounds from Ethiopia (2012, 2014 and 2016); and four survey rounds from 
Uganda (2010, 2011, 2012 and 2014). Statistically speaking, these surveys are 
representative of a population of more than 150 million people.   
 

The paper examines both on off-farm wage and self-employment in the rural and 
urban sectors by providing two levels of analysis. First, it presents some general evidence 
on labor market participations for both men and women in each of the five countries.  
Second, it uses the panel structure by country to analyse the drivers of entry into 
employment and continued employment. This allows the paper to shed more light on the 
dynamics of the labor market to understand better the determinants behind the choices of 
men and women to enter or exit off-farm employment in each country, whether in the 
rural or urban areas.  
 

For our purposes, Van den Broeck and Kilic (2018) presents some interesting 
information in terms of the employment participation by sector and by gender.  In 
addition, the regression results offer some suggestions on the roles of age and education 
in determining the off-farm employment, whether it is self or wage employment across 
the five countries.    

 
The first finding is the prevalence of off-farm employment in these African 

countries. The share of the working-age population that is involved in off-farm 
employment, either self-employment or for wage, is quite relatively high. The paper 
reports that in the latest survey round the share is 34% in Ethiopia, 40% in Uganda, 47% 
in Nigeria, 52% in Tanzania and 58% in Malawi, which corresponds to a cross-country 
weighted overall share of 44%.  These shares imply, using the sampling weights, that 
approximately 68 million people are off-farm employed across these five countries.20   

                                                        
18 Though not necessarily at the same level of precision of the ISIC coding procedure, either across countries or time, 
which, as one will see, limits the granularity of the analysis. 
19 Off-farm employment is defined in the paper as all economic activities that take place outside the agricultural 
household, hence excluding on-farm self-employment activities but including off-farm salaried and casual wage 
employment, and off-farm self-employment. The data sets cover both rural and urban areas. 
20 Not surprisingly, Table 1 of the paper shows the off-farm employment rates are consistently higher in urban areas 
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Moreover, over time, there is an increased incidence of off-farm employment, 

suggesting a transformation of activities.  Indeed, the table shows significant increases in 
off-farm employment rates in some countries; specifically, in Ethiopia (from 26% in 
2012 to 34% in 2016), Malawi (from 51% in 2010 to 58% in 2013), and Tanzania (from 
49% in 2011 to 52% in 2013). The authors take this to be evidence for the ongoing 
structural transformation in Africa and the resulting job creation in off-farm employment 
activities that is described in Reardon et al. (2007). 
 

Women are less likely to participate in off-farm employment, and this difference 
is consistent over time, and across and within countries.21 In terms of age, the paper finds 
that participation rates in the latest survey round are lowest for adolescents (aged 15-24) 
and range from 20% in Nigeria to 45% in Malawi. The paper’s table 1 also shows that 
young adults (aged 25-34) are more likely to be off-farm employed than adults (aged 35-
64) in Ethiopia (40% versus 35%), Malawi (64% versus 60%), Tanzania (60% versus 
57%) and Uganda (44% versus 42%). Only in Nigeria adults are more likely to be off-
farm employed (61%) than young adults (47%). This evidence is in line with other 
studies that point to the importance of off-farm employment for young people in SSA 
(Yeboah and Jayne, 2018). 
 

The analysis also considers the sectorial composition of off-farm employment and 
the paper finds that the services sector is relatively important:  it provides the bulk of the 
off-farm wage jobs in rural Ethiopia, Malawi and Nigeria, and in all urban areas. 
Unfortunately, the analysis does not present a finer degree of granularity in terms of sub-
sectors, so it is not possible to identify whether employment is in subsectors such as food, 
retail, wholesale or financial services.  Even if the information were available, one 
suspects that imposing a finer degree of sectorial activity would not have allowed a 
comparison across countries.  Instead the analysis is restricted to the broad categories of 
agriculture, manufacturing and services. Not surprisingly, within rural areas, the 
agricultural sector provides most of the off-farm wage employment in Uganda (79% for 
women and 64% for men) and Tanzania (79% for women and 54% for men).  
 

In general, the sectorial composition of off-farm employment does not change 
much over time, except for rural Ethiopia and Nigeria where importance of agricultural 
employment declined while this increased for women in rural Tanzania.  Gender 
differences in sectorial composition are smaller for self-employment, with the majority of 
non-farm enterprises (NFEs) being active in services. Women are less likely to work in 
industry than men in Tanzania (11% versus 13%), while women are less likely to work in 
services in Ethiopia (66% versus 69%) and Malawi (67% versus 69%). 
 

So, the tables 1 and 2 of the paper tend to support the stylized facts of 
employment in Africa: individuals do more than one activity (i.e. more than agriculture 
                                                        
(ranging from 53% in Uganda to 73% in Malawi) than in rural areas (ranging from 24% in Ethiopia to 54% in Malawi).  
21 The gender difference in off-farm employment in the latest survey round stands at 4 percentage points (pp) in 
Nigeria, 12 pp in Ethiopia, 14 pp in Tanzania, 18 pp in Malawi, and 19 pp in Uganda, which corresponds to a cross-
country weighted gender gap of 9 pp. If women have the same probability to participate in off-farm employment as 
men, about 7.8 million women would be employed in addition to the 33 million that are currently employed. 
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and farming) and involve themselves in self and wage employment in other activities and 
different sectors.  The services sector is often where one can find women, though not 
necessarily the only one, and young people (18 to 34) are also involved in off-farm 
employment, whether in the rural or urban areas. 
 

What becomes really interesting is the dynamic analysis of what determines 
continued off-farm employment for men and women in both rural and urban areas of 
these five countries.  The regression analysis takes into account among other things 
individual characteristics (age, education) and sectorial occupation to see what 
determines whether individuals continue their off-farm employment throughout the years.  
Table 7 in the paper looks at the rural areas of the 5 countries whereas table 8 looks at the 
urban areas. 
 

A look at both tables suggests that there are only a handful of determinants that 
explain entry into and continued participation in off-farm employment on a cross-country 
basis, pointing to the high heterogeneity within the region.  However some insights 
emerge from the analysis. First, the sectorial composition of off-farm employment does 
not change much over time, except for rural Ethiopia and Nigeria where importance of 
agricultural employment declined while this increased for women in rural Tanzania. So, 
over the short time period, conditional on being employed in the first year of the survey, 
an individual’s occupation stays within the sector they start with.  Second, the authors 
find that women are less likely to continue employment than men in most countries, 
which the paper argues is linked to the lower quality of jobs in which women participate.  
Third, it is interesting to note that education is not an important factor in determining off-
farm employment.  Indeed, education drives the transition into employment only in 
Tanzania and for women in Ethiopia, suggesting that most of the jobs in other countries 
are low-skilled. Furthermore, Education does not have a major influence on stability of 
employment, again suggesting that most of the off-farm jobs do not require a higher 
degree. When the analysis is restricted to the urban areas, education plays a more 
important role in ensuring continued employment, but the effect is still quite limited. The 
authors suggest that most of the jobs are low-skilled and of low productivity, likely 
associated with little remuneration.  Finally, age appears to matter as well.  For instance, 
table 8 shows that that 15-24-year-olds in urban areas are much less likely to continue 
employment. This is particularly the case in Nigeria, and for women in Ethiopia, Malawi 
and Tanzania. The authors suggest that (female) youth’s unstable employment is more 
problematic in urban areas than rural areas. 
 

Data on non-farm employment from the LSMS-ISA data sets on Ethiopia, 
Malawi, Nigeria, Tanzania and Uganda and the estimation results from Van den Broeck 
and Kilic (2018) then suggest that there is a high proportion of individuals in non-farm 
employment, either through self or wage employment, but that most of these jobs are not 
in high productivity occupations, whether in the service, manufacturing or agricultural 
sectors.  Furthermore, the service sector is more important in urban (and in some rural) 
areas. Though they are also present in the manufacturing and agriculture sectors, women 
and youth find themselves involved in the services sector, likely in low-productivity 
activities, since the analysis does not pinpoint the subsector activities. 
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These results are in accordance with McCullough (2017) who also used the 

LSMS-ISA data sets from Ethiopia, Malawi, Tanzania and Uganda. McCullough’s paper 
measures the labor productivity and the employment gaps in these countries by 
constructing micro-based measures of productivity of workers’ activities that include not 
only whether someone participates in an activity but also her time use.  The paper finds 
that measures of cross-sector productivity gaps between agriculture, manufacturing and 
the service sectors disappear almost entirely when they are based on time inputs by sector 
workers. The author then points out “that the usual cross-sector productivity gaps 
observed in national accounts data may reflect gaps in employment levels rather than 
gaps in the returns to hours worked between sectors.” The author then suggests that, in 
terms of structural transformation of the African economies, the lack of difference in 
cross-sector productivities based on time use of workers implies that “that the forces 
pulling labor into non-agriculture sectors may be weaker than many believe them to be”.  
Indeed, tables 4 and 5 and their respective (a, b) panels suggest that it not clear that 
workers are being pulled into one sector such as services or manufacturing.  Rather, 
workers appear to diversify their activities across sectors, partly because they are pushed 
by the agriculture sector conditions, partly by diversifying their activities. 

4. Discussion  
 

The evidence from the macro productivity models using the ASD data sets 
suggested that African countries underwent a structural transformation towards services 
activities that were not technologically dynamic.  We then look at labor force surveys 
from the ILOSTAT database to realize that few African countries collected regularly 
employment statistics.  One exception is Mauritius.  Its data on sectorial employment by 
gender from 2001 also indicate a shift towards the service activities for both male and 
female workers.  However, the number of service jobs in high productivity activities such 
as financial services is quite small compared to the overall services employment.  

 
When we look at different sources, the role of the services sector becomes more 

diffuse. Data from the Enterprises surveys from African countries show that the net 
expansion in employment from private African firms appears to be in broad sectorial 
activities, sometimes in the services sector, others in manufacturing. When one also 
examines further the determinants of off-farm employment of individuals from LSMS-
ISA panel surveys, the importance of the service sector, either informal or formal 
remains, but the analysis points out that these jobs are likely in low-productivity 
activities.  Furthermore, one notes that the individual choices of employment in one 
activity are dependent on other activities: many individuals perform multitasking and 
their choice of working in one activity and sector is dependent on what happens in the 
other activity performed by the individual. If so, it is hard to assess whether a worker is 
pulled by the services sector or if she is pushed there because of external conditions.  In 
fact, it may depend on both push and pull factors at the same time.  Furthermore, when 
one takes into account time use the way McCullough (2017) does, the difference in 
productivity across sectorial activities is no longer clear. 
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As a result, while it is impossible to make a definitive statement about the 

services sector, it is unlikely that the effects described in Ghani, and O’Connell (2014) 
have taken place at a level strong enough to be captured by the available data from 
African countries, with perhaps the potential exception of Mauritius. The available 
evidence would then support Rodrik’s (2016) scepticism about the role of services. This 
does not necessarily mean that the services sector does not have the potential described in 
Dihel, N. and A. G. Goswami, (2016) and in Newfarmer, Page and Tarp (eds.) (2018) 
Industries without Smokestacks book.  However, the reviewed evidence in this paper 
points out that several conditions should be put in place before that potential may 
materialize. 
 

For example, the papers by McCullough (2017), Yeobah and Jayne (2018) and 
Van den Broeck, and Kilic (2018) point out the performance of the agricultural sector is 
found to significantly influence the rate of job growth in the rest of the economy. As such 
the service sector is dependent on agricultural productivity growth for employment 
growth and so does the diversification of the work force associated with economic 
transformation. The linkages with other sectors need to be taken into consideration as 
push factors towards the services sectors and these need not be negative factors.  Indeed, 
higher productivity in the agriculture sector appears to be a favourable determinant on 
whether one does enter employment in the services sector.   
 

Other factors are important and those involve supply issues.  The LSMS-ISA 
surveys show that education levels in most African countries are not high, though there 
have been progress over the last 20 years.  Whether the education levels are high enough 
among the labor force to allow the implementation of a high productivity services sector 
is an important question.  Even in the case of Mauritius with its relatively well educated 
population, the activities on telecommunications and financial services did not show large 
employment numbers. Particular care should be taken so that women and the youth can 
be trained with sufficient levels of human capital through the availability of primary, 
secondary and tertiary education, vocational and technical schools, and soft skills. Other 
supply factors such as infrastructure, roads, electricity might also be important pre-
conditions that need to exist before, without forgetting clear governance and regulation 
oversight, as discussed in Dihel and Goswani (2016). 
 

The combination of these factors may facilitate the transformation of the services 
sector towards more productive activities, but the sector expansion will need to be ignited 
by some external force.  As was discussed before, World Bank experts such as Ghani and 
Dihel and Goswani and researchers like Hoekman (2017) think that this expansion will 
be spurred by increasing trade in services between nations.  This is certainly possible, as 
Eichengreen and Gupta (2012) has discussed in the case of India.  But, as mentioned by 
McMillan, Rodrik and Verduzco-Gallo (2014), one will need to make sure that the 
structural change component of productivity breaks the pre-2000 negative pattern so that 
labor does reallocate to higher productivity activities.  Furthermore, one will need to also 
take into account the various effects that trade may have on our population of interest: 
women and the youth.  Indeed, Juhn, Ujhelyi, and Villegas-Sanchez, (2016) discussed the 
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effect of trade and manufacturing on gender inequality and showed that in some 
instances, inequality rose. Bussman (2009) looks at the effect of trade openness on 
women’s welfare and work and she has found that trade openness in developing countries 
has increased women’s participation into agriculture and industrial jobs.  As it is not clear 
that one can only open trade in a particular sector (i.e. services), more research needs to 
be done on the potential impacts of increased trade in services and in other sectors on 
African women and youth. 
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