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Abstract

This paper analyzes the creation, destruction and reallocation of jobs in order to understand the micro-dynamics of aggregate employment change in African manufacturing. The nature and magnitude of gross job flows are examined using a unique panel data of Ethiopian manufacturing establishments covering the period 1996-2007. The paper also assesses the relative importance of firm demographics, size, capital intensity and the relative importance of within and across industry effects for job flows. The analysis shows that the rates and patterns of job creation and destruction in Ethiopia are comparable to patterns observed in other developed and emerging economies suggesting that African firms adjust their labor force in a manner broadly similar to firms elsewhere and that African labor markets are not uniquely restrictive in terms of undermining job reallocation across firms. We also find, as in other countries, that job reallocation is predominantly an inter-industry phenomenon and is relatively higher in industries dominated by smaller and younger establishments. The analysis shows that while there is no shortage of new and small enterprises that create jobs at the moment of entry, such establishments contribute less to job creation through post-entry expansion. The similarity in the micro-dynamics of employment generation in an African setting as compared to other countries suggests that the poor employment generation observed in African manufacturing may not be attributed to any peculiar features of African labor markets.  
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