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Abstract: The COVID-19 global pandemic has brought unprecedented disruptions 
to the global economy and is already having a tremendous impact on welfare and 
livelihoods in Africa, reducing earnings and increasing poverty. As stabilisation 
begins to take hold, economic leaders are developing strategies to ‘build back 
better’. While all African countries’ economic development strategies in the past 
have focused on transformation as the key to sustained and inclusive growth, 
COVID-19 has placed a new spotlight on resilience as an equally important 
economic outcome. Strategies are necessarily context-specific, but we identify 
two important approaches to increasing resilience: encouraging the entrance 
of new, large firms in order to accelerate the creation of new stable formal 
employment opportunities, and developing the agricultural sector and the AFS in 
order to increase earnings and resiliency in the informal sector. Success in both 
approaches would improve employment opportunities across Africa.

Keywords: Future of work, COVID-19, employment, agriculture, resiliency, 
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1. Introduction

The COVID-19 global pandemic has 
caused an unprecedented disruption 
in the global economy, which is 

already having a tremendous impact 
on welfare and livelihoods in Africa, 
resulting in Africa’s first recession 

1. The authors would like to express their sincere appreciation to the people who have made this work possible or 
provided improving feedback, including Dr. Hippolyte Fofack, anonymous reviewers and editors. The authors are also 
grateful to Payce Madden and Liona Muchenje for their research assistance, and to Daniela Ginsburg for her editorial 
work. The statements made and views expressed are solely the responsibility of the authors.
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in 25 years. Businesses survival 
is threatened, and households 
have already experienced reduced 
earnings and increased poverty and 
food insecurity. The impact differs 
among countries and sectors, but 
the main labour market effect in low-
income countries (LICs) and lower-
middle income countries (LMICs) has 
been a decrease in earnings (income) 
and an increase in underemployment 
(reduced hours) rather than  
outright unemployment. Only 
in the richer middle-income 
countries (UMICs, e.g. South Africa, 
Tunisia) has open unemployment  
increased substantially. 

During the Great Recession that 
followed the global financial crisis 
of 2007, to the surprise of many, 
African low and lower-middle income 
economies did not suffer the decline 
that other regions did (Filmer and 
Fox, 2014). While economic growth in 
all developing countries averaged 1% 
in 2009, for the LICs and the LMICs in 
Africa, average economic growth was 
about 4.5%, and rose to 6.5% in 2009. 
Earnings and consumption continued 
to rise after 2009, and the share of 
the population in extreme poverty 
continued its slow decline. Several 
factors explain this result, including 
higher prices and continued demand 
from China for Africa’s commodity 
exports, as well as fiscal space 
following debt forgiveness in the 
early 2000s. Africa’s large informal 
economy represented a strong point 
in the response to the recession, as 
household farms and firms continued 
to supply the domestic market in 

the face of higher food prices and 
increased domestic demand.

Africa has not been as fortunate 
this time – the pain is evident. 
African governments have already 
taken steps to limit the economic 
repercussions from the global 
economic and health shocks; now 
the discussion is around how to ‘build 
back better’. What does this mean for 
African livelihoods – for employment 
opportunities and the livelihoods 
of the large and young working 
population? In this article we argue 
that African leaders need to move 
the focus of their economic policy 
beyond the traditional objectives of 
macroeconomic stability, growth and 
continued economic transformation 
to building up resiliency – the 
capacity to rapidly return to an earlier 
trajectory after a shock. In the future, 
African countries are likely to face 
an even riskier external and internal 
environment. The probability that 
there will be shocks with major social 
and economic impacts requires a 
nimbler economic policy apparatus, 
one that not only sets development 
targets but plans for future shocks 
(be they weather shocks, a pandemic, 
or an external economic event) 
and equips key economic actors to 
navigate them when they arrive. 
Often, resiliency implies the capacity 
to adapt to the ‘new normal’ and to 
develop new approaches to mitigate 
the impact of future shocks.

The measures countries should 
undertake to improve employment 
opportunities within a more resilient 
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economy are context-specific. In this 
paper, we highlight two strategies 
relevant to the continent as a whole: 
(a) using deregulation to create 
more formal wage employment 
opportunities by encouraging 
the development of medium 
and particularly large, exporting 
firms, and (b) supporting informal 
livelihoods – a source of resilience 
during the previous global recession 
– through investment in agriculture 
and in the agro-food system for 
export and domestic consumption. 
Both strategies would be enhanced 
by accelerated progress on the  
African Continental Free Trade 
Agreement (AfCFTA).

Our paper is organised as follows.  
First, we review the macroeconomic 
and welfare impact of the COVID-19 
shock in Africa, highlighting differences 
among countries in terms of the initial 
impact and policy response. Next, we 
discuss the evidence to date of the 
impact of the shock on employment 
and earnings. We then discuss the 
opportunities COVID-19 brings for a 
‘better livelihoods’ scenario in Africa, 
focusing on why the twin objectives 
of returning to the economic 
transformation path and increasing 
resiliency matter. Finally, we highlight 
some strategies that could be pursued 
to enhance resilience and speed up 
transformation, leading to improved 
income earning opportunities for all.

2. The macroeconomic impact 
of COVID-19 in Africa 

As the COVID-19 pandemic spread 
globally, African countries faced 
both a public health crisis and an 

economic shock. To curb the spread 
of the pandemic, in March 2020, 
African countries followed the 
lead of Asian, European and North 
American countries and imposed 
lockdowns, movement restrictions 
and social distancing requirements, 
which caused major declines in 
economic activity (Teachout and 
Zipfel, 2020). Meanwhile, negative 
external shocks were increasing. 
The COVID-19 pandemic disrupted 
global supply chains and overall 
global demand for goods and services 
dropped precipitously. Global trade 
declined by 3.5% during the first 
half of 2020; this was mostly due 
to the immediate shock from the 
global travel restrictions instituted 
by various countries in efforts to 
curb the spread of COVID-19 (IMF,  
2020 a-b). 

The consequences have been grave. 
The World Bank projections for SSA 
released in October 2020 anticipated 
a 3.3% contraction of GDP in 2020 
for the subcontinent, with over 40 
million people who could be forced 
into poverty (World Bank, 2020). For 
North Africa, the African Development 
Bank estimated a loss of 5.2% in 
2020, compared to pre-COVID-19 
projections (African Development 
Bank, 2020). The tourism industry 
in Africa is among the hardest-hit 
sectors. The AU Commissioner for 
Infrastructure and Energy reported 
that as of July 2020, all of Africa 
had lost almost $55 billion in travel 
and tourism revenues (Reuters, 
2020), putting the 24.3 million jobs 
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supported by the tourism industry 
at risk, including jobs ranging from 
hotels and catering to handicrafts 
and excursions (Signé and Gurib-
Fakim, 2020). While African carriers 
are starting to resume the domestic 
and intra-African flights that were 
suspended in March, international 
travel arrivals remain limited. 

Most countries are facing fiscal 
challenges. The downward spiral of 
economic activity led to a drastic 
decline in domestic demand for 
goods and services, especially in 
sectors such as transportation and 
manufacturing for local markets 
(e.g. food and beverage) (Teachout 
and Zipfel, 2020), causing revenues 
from indirect taxes to fall. Prices of 
hydrocarbons, basic metals and other 
commodities have also declined, 
reducing export earnings. As a 
result, many African countries have 
experienced a decline in tax revenue, 
and 2020 fiscal deficits in SSA almost 
doubled, going from -4% in 2019 to 
about -8% (IMF, 2020b). The countries 
that experienced the largest increase 
in fiscal deficits were resource-
intensive countries and tourism-
dependent countries (IMF, 2020b). 
Though African countries were initially 
projected to start experiencing a 
decline in public debt levels due to 
fiscal consolidation, the COVID-19 
pandemic has resulted in an increase 
in public debt levels from around 55% 
to 65% of total GDP in Sub-Saharan 
Africa (IMF, 2020b). Mozambique, a 
country that was already struggling 
with a debt-to-GDP ratio of 100% in 

2018, experienced an increase and 
reached a debt-to-GDP ratio of 130%, 
which is clearly unsustainable; Angola, 
Congo, Egypt, Cabo Verde, Congo and 
Djibouti also have external debt-to-
GDP ratios over 100%, which makes 
controlling their fiscal deficits during 
the pandemic almost impossible 
(Sallent Mickaël, UN, 2020). Additional 
financial constraints were created by 
a decline in foreign direct investment 
(FDI) inflows and in remittances – a 
critical source of financing for many 
African countries. 

With the exception of South Africa, 
Africa has experienced lower cases 
of COVID-19 infections and death 
than other regions. Evidence has 
trickled in that outside of capital 
cities, movement restrictions were 
implemented sporadically; few 
markets actually closed, although 
transit slowed substantially. Some 
African countries were more  
successful than others in  
implementing health sector 
responses. For example, Nigeria was 
the first African country to discover 
the genetic sequence of the SARS-
COV-2 virus, while countries like 
Senegal, Ghana and Kenya made 
progress in researching potential 
solutions to the virus (Youssef and 
Mare, 2020). Overall, Africa’s health 
systems are poorly equipped to handle 
the pandemic, but countries like South 
Africa managed to respond quickly 
with projects to improve the capacity 
of its public health care system 
through collabouration between the 
public and private sectors (McKinsey, 
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2020). Cooperation among various 
African leaders, the Africa Centres 
for Disease Control, and other AU 
agencies resulted in a substantial 
increase in COVID-19 testing and in 
the coordination of policies to fight 
the spread of the virus (Signé et  
al., 2020). 

A resurgence of cases in many 
developed countries continues to 
threaten African economies (IMF, 
2020b). Uncertainty regarding 
economic recovery remains, and 
African governments lack funding 
to adopt expansionary fiscal 
policies. Despite emergency financial 
assistance from international financial 
institutions, securing financial 
resources to stop the contraction and 
improve employment and earnings 
remains one of the biggest challenges 
facing the continent. 

3. Impact on the labour force – 
employment and earnings 

African labour markets and  
employment opportunities are as 
heterogeneous as the countries they 
belong to. Most of the labour force 
makes a living in household production 
– family-owned-and-operated farms 
and micro-enterprises, which rarely 
employ anyone outside the family 
(Filmer and Fox, 2014). For most, 
this represents a vulnerable form 
of employment, as the risk of low 
earnings or earning loss is high, even 
though income in the sector as a whole 
is less vulnerable to external shocks. 
While the share of employment 
outside this sector, earning a wage 
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or salary, has been growing as new 
formal (and semi-formal) firms are 
created in LICs and LMICs of Africa, 
wage employment is not an option for 
the majority of the labour force. Prior 
to the onset of the COVID recession, 
the share of employment in wage-
earning jobs in Africa was:

 – 15% employment in LICs; 

 – 20%-35% in SSA LMICs – the lower 
rate in mineral-rich countries;

 – 50%-70% in North African 
LMICs (generally richer and more 
industrialised than SSA LMICs); 
and

 – 65%-80% in SSA UMICs – the 
higher rate in South Africa.2 

In LICs, the majority of time spent 
working in the informal (household 
production) economy is on farms, 
but as countries get richer, farm 
employment as a share of total hours 
worked in the informal sector declines 
in favour of non-farm employment 
in petty trade, food and beverage 
service, transport, other services, 
and craft manufacturing – small-scale 
agro-processing, furniture-making, 
etc. (Filmer and Fox, 2014). By 
contrast, in Africa’s UMICs and North 
African LMICs, especially the non-
oil exporters, the private enterprise 
sector expanded over the last 50 
years, offering new employment 
opportunities, while labour force 
growth slowed, allowing most of 
the labour force to secure wage 
employment and countries to reach 
upper-middle-income status.

Rapid response surveys find that 
most households, regardless of their 
source of labour income, have been 
hit with some income loss (Capital 
Business, 2020). Data suggest that 
the losses were worst in the second 
quarter of 2020, and that by the third 
quarter employment and earnings had 
started to recover. For the continent 
as a whole, the ILO estimates that 
10% of labour income was lost in 
the first three quarters of 2020; the 
highest rates of income loss were in 
Northern and Southern Africa, and 
were associated with a sharp jump in 
unemployment, not surprising given 
the high share of wage employment 
in these regions (ILO, 2020). 

Employment status – farm, non-
farm informal, or wage-earning – has 
affected the severity of income loss. 
Incomes earned in the non-farm 
informal sector have suffered the 
most, as these were highly affected 
by partial or total lockdowns in urban 
areas. Some estimates place second-
quarter income losses among informal 
traders and service providers at 80%, 
although these incomes began to 
recover as movement restrictions 
were eased (Gates Foundation, 2020). 
Farm incomes suffered initially owing 
to an inability to access markets, but 
as transport patterns have recovered 

2. Data from World Development Indicators, 2020.

African labor markets and  
employment opportunities 
are as heterogeneous as the 
countries they belong to.
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farm incomes have also recovered. 
Many wage earners have been able 
to work from home, or, in the case of 
temporary factory closures, received 
partial pay. For example, one-quarter 
of wage earners in Ethiopia stated 
they suffered a temporary loss of pay 
by June 2020 but most did not lose 
their job outright (Weiser et al., 2020). 

Tourism and tourism-related sectors 
(air transport, hospitality) suffered the 
highest job losses and are projected 
to continue to struggle at least 
through 2021. Construction has also 
been hard hit, as has the oil-exporting 
industry (although this is not a major 
employer) and retail trade. In every 
country, job and income losses have 
been higher among women. This 
reflects (i) their concentration in 
sectors such as tourism, retail and 
garment manufacture, where the 
drop in demand has been highest, 
and (ii) the need to reduce work hours 
to take care of children who are out 
of school and at home (ILO, 2020). 
Youth and older workers have been 
more likely to lose their jobs or part 
of their income. Youth entering the 
labour force in 2020 and 2021 are 
likely to suffer lifetime income losses. 
North African countries and South 
Africa both had extremely high youth 
unemployment rates (around 30%) 

before the pandemic hit owing to 
formal job creation lagging behind t 
he growth of the labour force, so 
youth were already very vulnerable 
(AfDB, 2018).

As a result of job and income losses, 
the African Development Bank 
estimates that 37.5 million additional 
people will enter extreme poverty in 
2020, and this could reach 49.2 million 
by 2021 (AfDB, 2020). About 60% of 
the people newly entering extreme 
poverty are expected to live in West 
and Central Africa. Nigeria and the 
DRC are both expected to see large 
increases in this category, the former 
in part as a result of income losses 
caused by the decline in oil prices  
and demand. 

Numerous countries have shown 
that there can be no full economic 
recovery until the pandemic is tamed. 
The most recent projections from the 
IMF, the World Bank and other sources 
all point to a recovery in 2021 for most 
of the continent (IMF, 2020 a-b; World 
Bank, 2020). Demand-induced falls in 
earnings and employment will recover 
as economies recover in 2021. The 
favourable outlook for the region is 
tempered by much weaker prospects 
for some countries and regions. 
Highly tourism-dependent countries, 
such as the island nations, and even 
moderately tourism-dependent 
countries such Ethiopia (air transit), 
Kenya, Morocco and South Africa 
will take longer to recover, as will 
oil-exporting countries, owing to 
expected continued soft demand and 
prices (e.g. Angola, Gabon, Nigeria, 

Youth and older workers have 
been more likely to lose their 
jobs or part of their income.

8



Ghana, Republic of Congo, South 
Sudan). Conflict-affected countries 
such as Libya and South Sudan will 
struggle until a political settlement is 
reached. Countries whose economies 
were already weak in 2019, such as 
Tunisia and South Africa, may not 
see per capita income growth in  
2021 either. 

4. The case for resilience and 
transformation

As the global economic effects of 
the pandemic begin to wane in 2021, 
African governments can move 
beyond the exigencies of stabilization 
and attempt to return to their growth 
path. In doing so, they will inevitably 
face a post-pandemic ‘new normal’. 
The world over, countries are vowing to 
‘build back better’. In Africa, this has to 
mean an inclusive development path 
focused on improving employment 
opportunities. Emphasis needs to be 
on raising productivity in the informal 
sector – especially in countries where 
wage employment is a low share of 
total employment – while increasing 
the pace of formal job creation. In this 
paper, we highlight the importance 
of the twin goals of transformation 
and resilience to improved economic 
outcomes, and two key focus areas 
– deregulation and investment to 
accelerate the entrance and growth of 
new large firms and thus to boost the 
growth of wage-earning employment 
opportunities, and the development 
of the agro-food system (AFS) – as 
levers in meeting the ‘build back 
better’ challenge. Efforts in both 
areas would be enhanced by, and 

benefit from, faster progress toward 
the AfCFTA.

The quality of employment 
opportunities in the post-COVID-19 
era in African countries will depend 
on two key economic trends: the 
rate of economic transformation, 
and country resilience. Economic 
transformation refers to two linked 
development processes: structural 
transformation – the shift of workers 
and resources from low productivity 
sectors to higher productivity 
sectors through the more rapid 
entry and growth of firms in the 
higher productivity sectors – and 
sectoral transformation – the growth 
of productivity within sectors, 
especially the lower productivity 
ones. Economic transformation 
makes possible the growth of labour 
earnings in the economy as well as 
the transformation of employment 
from self- and family-employment 
in household farms and micro-
businesses to wage employment in 
private firms (or the public sector). 
Economic transformation sustains 
economic growth (McMillan et al., 
2017). Resilience refers to the capacity 
of the national economy, as well as 

The quality of employment 
opportunities in the post-
COVID-19 era in African 
countries will depend on two 
key economic trends: the rate of 
economic transformation, and 
country resilience.
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regional, community and household 
economies to dampen and recover 
from shocks, including by adapting to 
a ‘new normal’. Resilient countries can 
grow and transform faster. 

Economic and employment 
transformation have been key 
economic development policy goals  
in Africa since independence, with 
mixed success. 

 – North African countries and South 
Africa have realised the most 
extensive transformation. They 
have diverse economies, with a 
lower share of agriculture in GDP 
and higher productivity in the 
sector, as well as a higher share 
of manufacturing in output and 
employment, a more developed 
service sector, and more diverse 
exports. Consequently, the 
share of wage employment 
(formal and informal) in total 
employment is high, and 
productivity differences between 
sectors are lower. However, the 
pace of transformation in these 
economies has slowed over the 
last 15 years, which has reduced 
the growth of wage employment 
opportunities, especially for new 
entrants (mostly youth). 

 – Across the region, the LIC countries 
are the least transformed, with 
high informal employment rates, 
low productivity and large gaps 
in productivity between formal 
firms and the rest of the economy. 

 – The Sub-Saharan Africa  
low-middle-income countries 

(SSALMIC) are in the midst of a 
nascent transformation process, 
built on rising agricultural output 
and productivity, which has 
supported the development of 
non-agricultural sector output 
and exports.

 – Mineral exporters (oil, gas and 
hard minerals) have mostly 
reached LMIC status without 
significant transformation. 

Creating better employment 
opportunities in the stalled 
transformers as well as the nascent 
LMIC transformers will require 
economic restructuring, and 
investments in resilience can help.

COVID-19 has placed a new spotlight 
on resilience as an equally important 
economic outcome. Risk is a feature 
of life, and when a negative risk 
materialises, the effects of the shock 
and its aftermath can be profound. 
The importance of resilience to 
sustained economic growth is 
depicted visually in (Figure 1). During 
the 1980s and 90s, Sub-Saharan 
Africa (SSA) experienced declining 
per capita growth as struggles 
with macroeconomic management, 
governance and the debt overhang 
held back progress and caused 
growth to be highly volatile. During 
downswings, incomes and assets 
were reduced, and had to be built 
back up again once the economy 
was put back on track; downswings 
erased the gains of upswings. Since 
about 2000, per capita income has 
steadily increased despite population 
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growth headwinds of about 2.8% per 
annum. SSA achieved and sustained 
this growth in part by becoming more 
resilient as downswings became less 
pronounced. Between 1982 and 
1999, the annual growth rate fell 
below 2% seven times, but has done 
so only once since 2000 (in 2016). 

By contrast, North Africa experienced 
consistent and positive per capita 
income growth from 1985 up until 
the 2007-8 financial crisis and 
global recession, allowing sustained 
increases in GDP per capita.3 
Subsequent to the recession, North 
Africa suffered from anemic growth, 
caused in part by the Arab Spring, 
until about 2015. The sustained 
economic decline between 2008 
and 2014 in response to the global 
economic crisis and the political 
disruptions of the Arab Spring erased 

some gains from the past. After that, 
until the pandemic hit, growth was on 
the upswing once again and incomes 
had started to recover (AfDB, 2018).

Economic historians have documented 
the importance of resilience (avoiding 
economic decline) in the amazing 
progress of the U.S. and Western 
Europe since the industrial revolution 
(Broadberry and Wallis, 2017) as 
well as in China’s progress over the 
last 40 years (Fang et al., 2018). 
Several factors have been cited as 
critical for developing this resilience, 
including political stability (including 
avoiding civil conflict), economic 
diversification and transformation, 
and human capital development. 
However, an overarching factor is 
the quality of political and economic 
institutions. These don’t have to be 
perfect (Rodrik, 2015) but they need 

3. North Africa can reach positive per capita growth at lower levels of overall economic growth because of much slower 
population growth (about 1% in Morocco and Tunisia; almost 2% in Egypt).

Figure 1: Sub-Saharan Africa: Real GDP per capita (left axis) and GDP per 
capita growth (right axis), 1980-2018
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to provide a clear set of ‘rules of 
the road’ and facilitate cooperation 
among interest groups so that when 
a shock arrives, solutions can be 
identified and pursued to allow a 
faster recovery, return to growth, and 
investments to mitigate the effects of 
future shocks. This matters not only 
for externally-induced shocks but 
also for national or regional ones such 
as a drought or flood, or a regional 
economic downturn. 

Resilience facilitates transformation 
because structural and sector 
change requires innovators and new 
entrants – entrepreneurs who disrupt 
a market with new products or new, 
more efficient ways of making old 
products. Impersonal institutions 
as well as open and transparent 
regulations are needed to ensure that 
potential disrupters can get access 
to finance, land and the required 
government permits to move ahead 
with their plans. For example, mobile 
phone companies have been able 
to disrupt the slow, sleepy fixed-
line telecommunications market-
owned and occupied by legacy 
telecoms companies in Africa because 
they have been able to access the 
broadband spectrum and land for 
cellphone towers. Countries that 
have encouraged competition and 
new entrants in ICT while protecting 
consumers with inter-operability 
requirements and lifeline tariffs 
see lower prices and broader usage 
(Robb and Paelo, 2020). Likewise, 
the development and rapid spread 
of mobile money was facilitated 
by regulators’ encouragement of 
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innovation, as opposed to their 
protecting the vested interests of 
established banks.

Post-COVID-19 economic 
development policy needs to focus 
more on resilience – on avoiding 
downswings – not only because of 
the harm downswings create, but 
because it is widely agreed that in the 
future, African economies will face 
growing exposure to external shocks. 
Exposure to climate shocks caused by 
global warming threatens the payoff 
from past economic development 
investments (Buhang et al., 2015), 
especially in rural areas (IFAD, 2019). 
COVID-19 is not the only zoonotic 
disease to affect African economies 
recently; the Ebola outbreak in 2016 
caused significant economic damage. 
Increasing globalisation, urbanisation, 
and human-animal contact are all 
expected to increase the pandemic 
threat.4 Civil conflict and decreased 
security stemming from simmering 
conflicts and domestic terrorism has 
been on the rise in Africa and has 
had far-ranging negative economic 
effects from all across the continent. 
Conflict and fragility erode existing 
social and economic infrastructure, 
raising the cost of doing business and 
fragmenting markets. Many shocks 
cannot be prevented; resilience 
helps households, communities and 
nations establish coping measures to 
minimise long-term effects and invest 
for future mitigation. 

Building back better thus means 
supporting economic transformation 

and the growth of new formal 
wage-earning opportunities, and 
developing the livelihoods of those 
who cannot gain formal wage jobs – 
that is, supporting and developing 
informal sector activities on and off 
the farm.

5. Two priorities: supporting 
the entrance of large firms and 
developing the agro-food  
system (AFS)

The best way to increase good jobs 
(formal sector wage jobs) and a 
resilient economic transformation 
is to encourage the entrance and 
growth of large firms (Ciani et al., 
2020). Large firms play an outsized 
role in economic transformation and 
employment creation since they tend 
to use newer technology, pay higher 
wages and are more likely to export. 
They push transformation forward 
and support resiliency because they 
are better able to weather economic 
storms. They often structure the 
market for medium and smaller firms 
operating in related sectors who will 
be their suppliers and retailers, thus 
helping to ensure their survival as well 
(for example, the large automakers 
in the U.S., Europe, Japan and Korea 
structure the auto parts supply 
market). Most large firms (those 
employing over 100) start off large, 
although a few start as medium-sized 
firms (20-50 employees) and grow 
(Ciani et al., 2020). Small firms do not 
grow large; a firm that starts with 
fewer than 20 employees has a less 
than 1% chance of growing to over 

4. https://www.gavi.org/vaccineswork/5-reasons-why-pandemics-like-COVID-19-are-becoming-more-likely
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100 employees, even if it survives 
its first five years (which they  
most often don’t). This raises 
questions about whether promoting 
‘youth entrepreneurship’ is an 
effective employment strategy (Fox 
et al., 2020).

In developing countries, some large 
firms are started by wealthy domestic 
investors or investor families; 
others enter through foreign direct 
investment (FDI). What is important 
is that to play their dynamic role, 
large firms need to be kept on their 
toes through constant competitive 
pressures to innovate, either 
from inside the economy or from 
potential importers. Unfortunately, 
evidence suggests that this does not 
happen. Through political alliances 
between owners of large domestic 
firms and the government, African 
countries protect their large firms 
using regulation, application of 
excessive red tape to potential new 
entrants, exclusion from government  
promotion and procurement 
programmes, etc. As a result, analysis 
of enterprise survey data showed 
that after 35 years in operation, firms 
in Tunisia and Egypt barely increased 
their productivity, while firms in other 

LMIC and UMIC countries doubled or 
tripled their productivity over the 
same period (Schiffbauer et al, 2015).

This protection of existing ‘elephant’ 
firms reduces good job creation 
(Schiffbauer et al., 2015), as well 
as resilience, because it stifles the 
innovation necessary to adapt to 
the changing world economy. Some 
policymakers worry that failure 
to protect domestic firms from 
competition from FDI will prevent a 
domestic entrepreneurial class from 
developing. However, this perception 
ignores the dynamic effect that a large 
foreign firm can play in an economy, 
by bringing in new technology and 
skills, as well as structuring suppliers’ 
markets, encouraging the growth 
of new young firms in these areas. 
Less ‘policy capture’ by large firms – 
meaning less discretionary regulation, 
equal access to infrastructure and 
finance, equal and impartial treatment 
by the judiciary and tax authorities – 
would encourage the new firms Africa 
needs to grow good jobs. These new 
firms would be well-placed to take 
advantage of the scale opportunities 
and effective implementation that 
the AfCFTA would bring. 

A second avenue towards increased 
resilience and transformation, 
most relevant for African countries, 
especially LIC and LMIC, is to focus on 
increasing agricultural productivity-
led growth and the development 
of the agro-food system (AFS). 
African economic strategy and 
policy discourse tend to undervalue 
agriculture as a transformation 

Large firms play an outsized 
role in economic transformation 
and employment creation 
since they tend to use newer 
technology, pay higher wages, 
and are more likely to export. 
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pathway, focusing instead on shifting 
employment and capital out of 
agriculture – the structural change 
part of economic transformation. 
However, ignoring gains from 
sectoral transformation in agriculture 
represents a missed opportunity 
because agricultural transformation 
through productivity-led growth gets 
the whole economy moving, especially 
for LIC and countries at the low end 
of the LMIC income group (Ivanic 
and Martin, 2018). It raises incomes 
in the sector where the poorest 
people work, increasing demand for 
goods and services throughout the 
economy (primarily those provided 
or sold by non-farm informal 
businesses) through the multiplier 
effect (Delagdo, 1998). Producing 
more food lowers its price in urban 
areas, helping to keep labour costs 
competitive. Agricultural exports 
earn the foreign exchange needed 
to pay for technology and capital 
imports, especially if production 
shifts into higher value export crops. 
The important role of restructured 
and productive agriculture in the 
East Asia miracle is one of the most 
often overlooked aspects of these 
countries’ success, as Joe Studwell 
explained in his influential book How 
Asia Works (Studwell, 2013).

As the world’s population grows 
and gets richer, demand for food 
grows, especially for high-value crops 
and processed food and livestock 
products. Economic planners tend 
to focus on Engel’s Law, which notes 
that demand for food is income 

inelastic; this can lead to the mistaken 
conclusion that agriculture is not 
a key sector for development. But 
countervailing Engel is Bennett’s 
Law, which notes that as people get 
richer, their demand for higher-value 
and processed food grows, as well as 
for animal proteins, which increases 
worldwide demand for feed crops, 
reducing the effect of Engel’s Law on 
the incomes of agricultural producers 
if their farm systems respond (IFAD, 
2019; Dolislager et al., 2020).  

Africa’s population is projected to 
double by 2050 and will account for 
over 80% of the world’s population 
growth during this period. Rapid 
population growth, rising per capita 
incomes, and urbanisation are all 
fuelling a rapid rise in demand for 
higher-value agriculture products 
and processed food within Africa. 
Demand for food within Africa 
constitutes considerable untapped 
potential for intra-African trade. 
The proportion of African countries’ 
food imports originating from other 
African countries remains very low, 
consistently averaging about 20% 
over the past several decades, with 
South Africa accounting for over a 
third of this intra-African food trade 
(Fox and Jayne, 2020). The African 
Continental Free Trade Agreement 
(AfCFTA) has great potential to 
enable African farmers and agro-
food system firms to capitalise on the 
opportunities presented by Africa’s 
rapidly rising demand for food.

Africa can also grow and transform by 
feeding the world. Available farmland 
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worldwide is diminishing due to 
urbanisation, even as population and 
demand for food continues to grow 
outside Africa. The animal feed market 
worldwide is growing rapidly as the 
growing global middle class consumes 
more animal proteins. Thailand’s 
Northeast famously eradicated 
poverty and financed capital imports 
by exporting cassava chips to Europe 
for animal feed (Rambo, 2017). Africa 
could follow this example.

A surprisingly large share of the labour 
force in Africa still earns at least part 
of its income from farming, even in 
the more industrialised countries. 
For example, a quarter of the 
employed population in Egypt reports 
agriculture as their primary economic 
activity, while 35% in Morocco do, 
similar to the average in – SSALMIC 
countries (40%; WDI 2020). Raising 
incomes through increased labour 
productivity would thus benefit a large 
share of the employed population. 
It would increase household and 
community resilience to shocks in rural 
areas, reducing poverty traps and  
income inequality. 

Cross-country evidence suggests 
that as agriculture becomes more 

productive, using less labour, 
productive employment in the 
off-farm AFS – input supply, sale 
and rental of farm inputs and 
machinery, post-harvest transport 
and storage, food processing and 
sale, etc. – grows, fuelling structural 
and employment transformation 
(Dolislager et al., 2020). A productive 
and commercially-transformed family 
farming sector provides raw material 
for agro-processing industries, a 
segment of manufacturing where 
African countries could compete in 
world markets (Page, 2020), and also 
creates an active input supply sector 
(production and distribution). North 
Africa and RSA already export a 
variety of fresh fruits and vegetables 
to the Northern hemisphere. Agro-
processing contributes substantially 
to GDP and exports; for example, 
Tunisia is one of the world’s largest 
exporters of olive oil while South 
Africa exports processed fruits, nuts, 
juices and wine.

Achieving this goal will require African 
food value chains to become more 
internationally competitive, by raising 
on-farm productivity, lowering the 
costs of production and distribution 
to cities and small towns, facilitating 
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private investments in value-adding 
activities such as food processing, 
and most importantly, by reducing 
trade barriers between their own 
countries – a key requirement for 
success of the AfCFTA as well (Fofack, 
2020). A range of public investments 
would support this process, including 
investments in transportation and 
logistics infrastructure to reduce 
costs of getting products off the 
farm and into markets. Investments 
in public agricultural research and 
development (R&D) are key to 
accelerating transformation, but 
Africa has fallen short in this area 
(Fuglie et al., 2019). Embracing 
new technology such as blockchain 
to enhance quality assurance and 
improve export logistics would help 
as well (AfDB, 2018). 

6. Conclusion

Africa’s challenges in the post-
COVID-19 era loom large. Restoring 
livelihoods and growing incomes is a 
key element of the ‘build back better’ 
agenda. We have argued that, in the 
past, both inclusive transformation 
and economic resilience increased 
African living standards, and they 
can do so once again. African 

development strategies and policies 
have to pay attention to both parts 
of the economy – formal and informal 
livelihoods – along the dimensions of 
both transformation and resiliency. 
While all African countries’ economic 
development strategies in the past 
have focused on transformation as 
a key outcome, COVID-19 has placed 
a new spotlight on resilience as an 
equally important economic outcome. 
Strategies to achieve these twin 
objectives will be context-specific. 
Two approaches highlighted here are 
encouraging the entrance of new, 
large firms in order to accelerate 
the creation of new stable formal 
employment opportunities and 
developing the agricultural sector and 
the AFS in order to increase earnings 
and resiliency in the informal sector. 
Success in both strategies would 
improve employment opportunities 
across Africa. Both strategies 
would be facilitated by regional and 
continental efforts to promote intra-
African trade through the successful 
implementation of the AfCFTA (Signé 
and van der Ven, 2019; Fofack 2020). 
A successful AfCFTA could enhance 
continental resilience to future shocks 
and disruptions. 
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