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About the Africa Commission

The Africa Commission was launched by the Prime
Minister of Denmark in 2008 to help Africa benefit
more from globalisation. The Commission consisted
of Heads of State and governments, politicians, ex-
perts, representatives from international and regional
organisations as well as the business community, civil
society and the academic world. The majority of the
Commissioners were from Africa, which reflected the
Commission’s overriding commitment to ensure Afri-
can ownership of its recommendations and initiatives.

The Commission addressed ways to create employ-
ment for young people through private sector-led
growth and improved competitiveness of African econ-
omies. Special emphasis was given to create decent
jobs, foster entrepreneurship, and provide greater op-
portunities for young African women and men through
education, skills development and access to finance.
Drawing on existing analyses and best practices, the
Commission’s aim was to make specific policy recom-
mendations and devise concrete initiatives.

Over the course of its work, the Africa Commission
held three summits: The first took place in Copenha-

gen, Denmark on 16 April 2008; the second in Addis
Ababa, Ethiopia on 20 November 2008; and the third
and concluding summit occurred in Copenhagen on
6 May 2009.

Between these summits, various stakeholders con-
tributed with numerous recommendations and pro-
vided significant input to the work of the Commis-
sion. During 2008, the Commission organised five
thematic conferences in African capitals, gathering
stakeholders from across the continent, representing
civil society, governments, regional and international
organisations, universities and research institutions
as well as the private sector. In the spring of 2009,
three workshops involving high-level stakeholders
worked to refine the proposals agreed upon by the
Commission in Addis Ababa. Furthermore, the Com-
mission convened a youth forum and an African Youth
Panel, which enabled visionary young people from all
over the continent to present their candid views and
innovative proposals to improve the lives of African
youth. Substantial input was also provided by net-
works of trade unions and business associations in
Africa, representing workers and the private sector.
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Lars Lgkke Rasmussen,

Prime Minister of Denmark,
Chairman of the Africa Commission

Foreword by Prime Minister
Lars Lakke Rasmussen

The key to a more prosperous Africa lies in the
hands of its younger generations. They will be
the dynamic drivers of poverty reduction
through long-term economic growth that cre-
ates employment. But this requires a refo-
cused development agenda defined by the
African countries.

It is on this basis that the Danish Government
decided to establish an Africa Commission
bringing together key African and internation-
al stakeholders. The Africa Commission fills a
vacuum. If Africa’s demographic and econom-
ic challenges are to be overcome, it is crucial
that the growing youth population is given
prospects for good employment. Private sec-
tor development that creates employment is a
must if Africa is to reach the Millennium De-
velopment Goals (MDGs) by 2015.

Our aim is to provide a clear and unambigu-
ous contribution to the international develop-
ment agenda. We have set ourselves ambi-
tious targets: The objective of the Africa
Commission is to find effective means of cre-
ating job opportunities for young Africans
through private sector-led economic growth.

The composition of the Commission — the ma-
jority are Africans - bodes well for the achieve-
ment of our agenda. It also illustrates the de-
termination at the highest international level
to solve the challenges related to young peo-
ple and employment. | am confident that the
recommendations and the five concrete initia-
tives launched in this report and implemented
by African organisations will have a direct and
positive effect.

Our work does not end with this report. The
recommendations and the five concrete initia-

tives will be brought to life through strong in-
ternational partnerships.

The Danish Government will support all five
initiatives. Together with my fellow Commis-
sioners, we are determined to promote the
agenda outlined in the following pages. We
will do this at the international level together
with our partners and in support of reform
processes in African countries.

Since the first meeting of the Africa Commis-
sion, we have witnessed a changing global
environment. Today we are facing a very seri-
ous global economic crisis. It has its genesis
in the developed world, but is already hitting
Africa hard. The challenges that this has
brought have been factored into this report.
Our overarching objective of developing con-
crete initiatives for the creation of more and
better jobs is more pertinent than ever.

It is therefore my sincere hope that the work
of the Africa Commission will place Africa
higher on the international agenda. | strongly
believe that developing competitive African
economies will enable African countries to
get their fair share of the benefits of globali-
sation, to significantly increase and sustain
economic growth and employment. This will
ensure job opportunities for young Africans.
We have a common interest in pushing this
agenda. But much more importantly: Africa’s
young people deserve a fair chance to break
free from poverty by becoming entrepreneurs
and creators of jobs.

Qo

Copenhagen, May 2009



Foreword by President
Jakaya Mrisho Kikwete

Alittle more than a year ago | received an invi-
tation from the Danish Prime Minister to join
the Africa Commission. What prompted me to
accept was what | considered to be the highly
relevant mandate of the Commission.

| welcomed the Commission’s focus on the
youth and its strong emphasis on sustainable
growth and entrepreneurship. And | was en-
couraged by the fact that the Commission
from the outset intended to find African solu-
tions to African challenges.

| am pleased to note that immense efforts
have been carried out in order to involve Afri-
can stakeholders throughout the process,
and | fully support the recommendations and
initiatives presented in this report.

The Africa Commission is setting a new agen-
da for international development cooperation
with Africa. We are advocating a shift in focus
towards enterprise-led development in Africa:
Aid in itself will not ensure sustainable devel-
opment. Improving Africa’s competitiveness
will.

Now Africa is confronted with a global finan-
cial crisis that has its origin in the world’s rich-
est countries. It threatens the hard-won gains
made by African countries over the past de-
cade. Investments are declining. Businesses
are struggling to survive. And jobs are lost.
The urgency with which Africa and its devel-
opment partners need to act has never been
greater.

Africa’s excessive dependency on develop-
ment aid is not sustainable. Africa and its
partners must focus on job creation through
improving competitiveness, by combating

corruption, adding more and better post-pri-
mary education and skills training based on
private sector demand, providing access to
investment capital, better energy supply as
well as basic infrastructure.

These are just some of the views presented in
this report. They are not all new. But | sincere-
ly hope that they will inspire decision makers
across the continent and abroad. The Govern-
ment of Tanzania will actively pursue a policy
that is consistent with these recommenda-
tions.

The Africa Commission has been an important
platform for finding effective means of im-
proving job opportunities for young Africans.
We share a common goal of building societies
where all young people have a prosperous fu-
ture, and we want to put employment higher
on the international agenda. The work of the
Africa Commission is an important step in this
direction.

P el

Dar es Salaam, May 2009

Jakaya Mrisho Kikwete,

President of the United Republic of Tanzania,
Member of the Africa Commission



Executive Summary

To address the significant challenges and the
new opportunities facing the African conti-
nent, the Africa Commission recommends the
development of a refocused agenda for inter-
national development cooperation with Afri-
ca. Creating jobs for Africa’s increasing youth
population requires private sector-led growth
through reforms which improve competitive-
ness. For this agenda to be successful, Africa
will have to raise confidence in its economic
prospects. African governments should focus
more on attracting private capital for invest-
ment. They must assert ownership over nec-
essary reforms and demonstrate good gover-
nance. Development partners should support
the agenda and deliver on their aid commit-
ments. Their assistance must support long-
term development.

Due to the demographic transition youth will
comprise an increasing share of Africa’s grow-
ing population. This larger and younger work-
ing force constitutes a significant opportunity
for Africa - but only if more jobs are created. If
the political will can be mobilised, the energy
and talent of Africa’s young women and men
will be a force for positive change in Africa.

The recommendations and the five initiatives
contained in this report are not intended to
answer all the challenges of Africa, but point
to priority areas which require urgent action if
Africa is to achieve its full potential. African
countries are different. There cannot be a
‘one-size-fits-all’ solution. The recommenda-
tions of the Africa Commission, which focus
on Sub-Saharan Africa, are backed up by ex-
isting knowledge and innovative thinking and
expand on ideas which have worked. The
Commission offers concrete, actionable initia-
tives to address the need for greater growth

as a necessary precondition for sustainable
development and poverty reduction.

Refocusing international development
cooperation with Africa

The recommendations contained in this re-
port have been accentuated by the present
global economic crisis which is hitting most
African countries hard. The need to address
Africa’s challenges and opportunities for pro-
moting growth, job creation and poverty re-
duction has never been more urgent. Africa
could benefit much more from globalisation.
One way is to reduce its dependency on com-
modities and have the private sector add
more value to its products. This would create
more productive and decent jobs for the
growing number of young people.

Against this background, the Africa Commission
proposes private sector-led growth as the most ef-
fective way to create more and better jobs. In this
respect, agriculture has a crucial role to play in
most African countries. Inclusive growth that gen-
erates decent work and income is the best way to
reduce poverty in Africa. Focus must be on increas-
ing competitiveness of private enterprises, includ-
ing agro-business. This will require strong
partnerships between the public and the private
sector to eliminate barriers to growth.

Growth driven by private investments also leads to
higher revenues for governments to finance vital
social services and infrastructure. It will contribute
to reducing aid dependency of developing coun-
tries. Strong growth and employment opportuni-
ties are required to achieve the Millennium Devel-
opment Goals including sustaining progress in
health, food security and education. This must be
recognised by the 2010 UN MDG review confe-
rence.



Progress on governance is a prerequisite for eco-
nomic growth and development. Efforts should
aim to develop effective and robust public sectors
that combat corruption, protect property rights
and ensure the rule of law, promote gender equal-
ity and strengthen the role of civil society and the
private sector in holding governments account-
able.

National development strategies should be fur-
ther developed and implemented based on con-
sultative processes involving the private sector,
business associations, labour market associations
and civil society. The aim should be to improve the
business environment by maintaining and ex-
panding major infrastructure, financial markets
and skills development and other measures that
enhance competitiveness. International develop-
ment assistance must build upon and support
such strategies.

The international community must do more to
open markets, including for south-south trade.
Goods from African countries should be granted
full and free access to markets, including through
easing the rules-of-origin requirements and phas-
ing-out trade-distorting subsidies. Relative to oth-
er developing countries, there is a case for allow-
ing African countries privileged access to markets,
at least for a limited period of time.

The potential of the African youth must be realised
by giving them influence over policies and strate-
gies. Tapping into the creativity and knowledge of
young people could prove a crucial asset for boost-
ing economic development on the continent.
Young people should therefore be given a much
needed voice and the opportunity to participate in
decision-making.

The five international initiatives

The Africa Commission has identified five key
areas of main concern to growth, employment
and competitiveness:

1. Benchmarking African Competitiveness
The Africa Commission recommends focusing
on those particular constraints that prevent
African businesses from growing through ex-
ports in order to improve Africa’s competitive-
ness in the global economy. The use of com-
petiveness indices should be promoted as
advocacy tools to ensure ownership among
African governments, the private sector and
civil society in the results dissemination and
follow-up process.

The Initiative:

The Africa Commission, in partnership
with the World Economic Forum and the
African Union, will ensure coverage of a
significant and increasing number of Af-
rican countries in the World Economic
Forum’s Global Competitiveness Index,
and encourage policy impact through
measures to engage business and gov-
ernment leaders in a results-based dia-
logue on the required reforms.




2. Access to investment finance and capacity
development for small and medium-sized
enterprises

The Africa Commission recommends that the
financial sector in African countries scales up
investment finance for small and medium-
sized enterprises (SMEs) and develops the
necessary capacity. For their part, African gov-
ernments, supported by international devel-
opment partners, must provide a predictable
regulatory framework, facilitate capacity de-
velopment of financial institutions and enter-
prises, and provide effective market-based
instruments that increase access to invest-
ment finance.

The Initiative:

The Africa Commission will develop an
African Guarantee Fund in partnership
with the African Development Bank to
foster the growth of financial resources
available for the investment needs of
small and medium-sized enterprises and
for capacity development of financial in-
stitutions. Furthermore, the Commission
will launch a complementary facility for
enterprises to improve their business
management and technical skills in or-
der to gain access to investment fi-
nance.

3. Unleashing African Entrepreneurship

The Africa Commission recommends an in-
creased focus on young entrepreneurs as
drivers of change. Such a renewed focus
should be reflected in policy dialogues, pov-
erty reduction strategies or other develop-
ment plans and budgets. African governments
together with stakeholders must promote en-
trepreneurship as a viable, pro-poor develop-

ment strategy, given that most new jobs are
being created through small enterprises and
self-employment. In particular, the develop-
ment of comprehensive programmes directly
aimed at promoting young entrepreneurs in
setting up and growing viable businesses
should be considered.

The Initiative:

The Africa Commission will together with the
International Labour Organisation develop
packages of assistance to young existing and
would-be entrepreneurs complementing en-
trepreneurship training with advisory services,
mentorship, and access to finance for both ru-
ral and urban entrepreneurs. In order to
strengthen the sustainability of this initiative,
all enterprise support services will be offered
through existing local providers like business
associations, youth-led organisations, private
consultancies and training providers, or public
agencies.

4. Access to Sustainable Energy

The Africa Commission recommends increas-
ing production, distribution and productive
use of electricity and other forms of energy in
a cost-effective and climate-friendly manner.
This need has to be addressed at regional,
national and local levels. In communities with
limited access to energy, the need can be met
by an efficient utilisation of local and renew-
able energy sources. The private sector, in
particular small and medium-sized enterpris-
es, must play an important role in the provi-
sion of energy services at the local level. This
potential should be utilised by stimulating
and expanding the market for decentralised
energy services.



The Initiative:

Together with the African Development
Bank the Africa Commission will address
the African energy deficit. The initiative
will stimulate and expand the emerging
market for sustainable energy, primarily
in rural areas, by strengthening the role
of small and medium-sized enterprises
in delivery and productive use of energy
from local and renewable energy sour-
ces. It will build upon positive experien-
ces with decentralised energy systems
in Africa and contribute to the Africa-EU
Energy Partnership.

5. Promoting Post-Primary

Education and Research
The Africa Commission recommends focusing
on and investing in post-primary education
based on the requirements of the private sec-
tor. Investment should be enhanced in sec-
ondary education, specifically within techni-
cal and vocational skills development for
young women and men. African countries and
regional organisations, supported by devel-
opment partners, should also promote better
linkages between university education, re-
search and the private sector in agricultural
development and value chains.

The Africa Commission recommends the ex-
pansion of the Education for All — Fast Track
Initiative to include post-primary education,
including technical and vocational skills de-
velopment, as part of a comprehensive ap-
proach to education for all.

The Initiative:

The Africa Commission will launch an ini-
tiative along two tracks. Track One will
promote innovative ways to expand
technical and vocational skills develop-
ment focusing on out-of-school youth by
upgrading existing apprenticeships and
developing demand-driven technical
and vocational training in under-served
rural communities. Track Two links uni-
versity education, research and private
sector development in sustainable agri-
culture and agro-business to increase
the business skills of graduates and pro-
mote innovation with a special focus on
value chains. This track will be imple-
mented in partnership with the African
Union Commission through its agree-
ment with the Forum for Agricultural Re-
search in Africa.

Process: Next Steps

All initiatives will be implemented jointly by
African countries and international develop-
ment partners through African organisations.
The work initiated by the Africa Commission
does not end with this report, which is only
one step along the way. The success of this
Commission will ultimately be judged by the
achievement of its goals in providing more
opportunities for Africa’s youth, women and
business to prosper.







The current financial crisis poses
the greatest danger ever in recent
history to African development. It
threatens to reverse or even wipe
out the hard-won socio-economic
gains made by African countries
over the past few decades

Jakaya Mrisho Kikwete,
Member of the Africa Commission




Introduction

Africa’s recent progress is being threatened.

The need to address Africa’s challenges and op-
portunities for promoting growth, job creation
and poverty reduction has never been more ur-
gent. The global economic crisis is hitting Afri-
can countries hard. This crisis comes on top of
recent food and fuel price increases and the
challenges arising from climate change.

Prior to the current situation, Africa was an
increasingly active player in the globalised
economy. Economic growth in Sub-Saharan
Africa averaged 5 percent a year for five years,
based mainly onimproved policies and strong
international demand for African commodi-
ties. The current economic crisis will have a
severe impact on Africa’s growth rates and its
capacity to reduce poverty. Even before the
crisis, progress towards the UN Millennium
Development Goals (MDGs) was off track in
many African countries. Although progress
has been made in many sectors and on indi-
vidual targets, no African country is on track
to achieve all eight MDGs by 2015. The cur-
rent crisis may further threaten the conti-
nent’s prospects of reaching the MDGs.

Growth in Sub-Saharan Africa is projected to
decline from just under 5.5 percent in 2008 to
1.5 percent in 2009. Growth threatens to fall
furtherasthe crisisdampensthe prices of com-
modity exports, cuts access to private capital
markets and foreign direct investment and re-
duces levels of remittances. Furthermore, at a
time whenthe need fora WTO trade agreement
that is responsive to Africa’s needs has never
been greater, protectionism is on the rise.

The potential consequences of the global
downturn for Africa’s development should not

be underestimated. However, the future also
presents real opportunities for Africa.

It is predicted that over 8o percent of future
global economic growth will depend on emerg-
ing markets. African countries can become ma-
jor beneficiaries of this trend if the continent
pursues the right policies for private sector-led
growth and value-added exports. By 2025, one
in every four young people worldwide will be
from Sub-Saharan Africa. This gives the region
a significant opportunity. If capital is available
and if the skills needed to compete in the glob-
al economy are nurtured, the continent’s youth
will constitute a major comparative advantage
and be a force for positive change in Africa.

The Commission has, therefore, placed spe-
cial emphasis on the need for policies that
will enable Africa to benefit from globalisa-
tion. The consultations of the Commission
strongly confirmed the need to enhance the
competitiveness  of African economies
through private sector-led growth and job cre-
ation for Africa’s youth. Young people are cen-
tral to Africa’s development, yet they have
been largely absent from and unrepresented
in past policy debates. The Africa Commission
wishes to address this shortcoming and put
youth and employment at the top of the inter-

national development agenda.

Although the input and recommendations dif-
fered among the more than 1000 stakeholders
consulted, there was wide agreement on the
need to focus more on poverty reduction
through private sector-led growth and to give
special attention to youth entrepreneurship,
decent employment and gender equality. In or-
der to ensure that the constraints to private sec-
tor-led growth are addressed efficiently, the



Commissionhasrepeatedly underlined the need
toinclude private sectorstakeholdersinidentify-
inganddelivering solutionstothe problems fac-
ing the private sector. This considerationwillbe
reflectedinthe delivery mechanisms ofthe Com-
mission’s five concrete initiatives.

The findings contained in this report are not
intended to answer all the challenges facing
Africa or provide a ‘one-size-fits-all’ solution.
Theaim,rather,istouse the knowledge and ex-
perience the Commission has gained to build
onideaswhichhaveworked andofferconcrete,
actionable initiatives. The Commission-does
this with afresh point of departure: Toaddress
theneedforgreater growthasa necessary pre-
condition for social and economic develop-
ment. The five initiatives presented in this re-
port should not be considered in isolation.
Improved skills and capacity, sustainable and
affordable energy, the development of financ-
ing and business support for small and medi-
um-sized enterprises, the need to improve
business environments — these initiatives are
integrated and mutually reinforcing.

The Africa Commission has worked within the
overall context of the MDGs. It has taken into
account, and builds on, the recommendations
ofthe 2008 MDG Africa Steering Group Report
that highlighted the need for African countries
to implement comprehensive policies and
strategies that would increase their competi-
tiveness while reducing poverty. The Commis-
sion underlines the importance of respecting
and implementing the Paris Declaration on Aid
Effectiveness and the Accra Agenda for Action.
Consequently, the initiatives presented in this
report will take into account the key principles
of aid effectiveness, including the need for
strong national ownership, alignment with

country policies and systems, harmonisation
withotherdevelopment partners, and capacity
development of African organisations and in-
stitutions, especially within the private sector.

The Commission seeks in concrete terms to
contribute to the implementation of the Afri-
ca-EU Strategic Partnership agreed in Lisbon
in December 2007. And it complements the
objectives of the African Union (AU) and the
New Partnership for Africa’s Development
(NEPAD). To promote ownership and contrib-
ute to the development of African solutions,
the Africa Commission has placed particular
emphasis on working with and through Afri-
can institutions, in particular the AU and the
African Development Bank (AfDB).

In building on these international efforts, the
Africa Commission will support reformers and
stakeholders who are promoting private sector-
led growth. And it will seek to guide internation-
al development cooperation towards a greater
focus on assistance to private sector develop-
ment that creates employment and| reduces
poverty. The Commission recognises that the
full integration of Africa into the global econo-
my is a prerequisite for achieving the MDGs.

The remainder of this report is divided into
four sections. The first presents the rationale
for the priority focus; the second provides
overall recommendations for international
development cooperation with Africa; the
third outlines key areas that are vital for pri-
vate sector-led growth and the five concrete
initiatives designed to improve the lives of
young Africans; and the fourth describes the
way forward in the implementation of the rec-
ommendations of the report. Finally, the five
concrete initiatives are described in detail.

Asha-Rose Migiro,
Member of the Africa Commission






Africa’s youth composes a huge
pool of talent and energy that

is currently not being fully
exploited. Given the opportunity
the African youth can be an
important driver of change. They
have the potential to lift the
continent out of poverty

Ulla Tgrnaes,
Member of the Africa Commission



African Growth and Employment:
Challenges and Opportunities

Africa is a diverse continent with more than fifty
countries that vary considerably in terms of his-
tory, geographic position and natural resource
endowments, level of economic development
and immediate growth prospects. The focus of
the Commission is Sub-Saharan Africa. The Af-
rica Commission acknowledges that continent-
wide problems play out differently across the
region. However, there are also similarities in
some of the key underlying trends that need to
be addressed if Africa is to increase and sustain
economic growth that generates employment
and thereby reduces poverty. Growth that gen-
erates employment will be the most effective
means of reducing poverty. To assist Africa on
its path towards sustainable development and
achievement of the MDGs, renewed attention
should be directed towards some of the main
challenges and opportunities.

Recent growth in many African countries has
not been sufficiently effective in reducing
poverty. Growth in a majority of African coun-
tries has been driven by high demand and
prices for raw materials, rather than by la-
bour-intensive agriculture and manufacturing
and adding value to raw materials and agri-
cultural products. It has not adequately re-
duced poverty or created sufficient produc-
tive employment and decent work for Africa’s
rapidly growing population. In other regions,
reductions in poverty often followed agricul-
tural reforms, increases in productivity and
labour-intensive industrialisation that created
millions of jobs. This structural transforma-
tion has yet to take place in Africa. In fact, the
share of manufacturing in total production in
Africa decreased from 1990 to 2005.

Africa’sincreasing population could beaboon
to growth and poverty reduction. In spite of

the HIV/AIDS pandemic, Africa’s population is
growing at 2.5 percent per year, twice that of
Latin America and Asia. With fertility levels
predicted to decline, this demographic transi-
tion will gradually increase the number of
people in working age compared to depen-
dants, i.e. children and the elderly. This will
give Africa a rapidly increasing young labour
force and, consequently, a potential compara-
tive advantage for growth compared to other
regions.

The energy and talent of the continent’s
young women and men could be a force for
positive change, if harnessed wisely. Africa’s
countries face a considerable challenge in
transforming the potential of youth into
growth and development. Today, young Afri-
cans have far fewer opportunities, in terms of
political influence and access to resources
such as land and finance, than adults. In most
places young women have fewest opportuni-
ties. Poor living conditions, lack of basic ser-
vices and decent jobs, and widely different
levels of income could lead to social destabi-
lisation, especially in urban areas, where the
majority of Africans will live in the future.
Demand-driven education, including post-
primary education, needs to be expanded and
more productive employment and decent work
for the rising youth population must be creat-
ed. Decent work, in particular, provides hope
of a better future and can help fragile states
build peace and stability. Good health is a pre-
requisite for labour productivity. The ability to
learn, be productive and avoid high rates of
absence from school or job is closely related
access to health services and nutrition.

If given a voice, Africa’s young women and
men can positively influence policies and
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strategies that affect their lives. The Youth
Panel of the Africa Commission stresses that
young people are largely excluded from the
development debate in Africa. Tapping into
the creativity and knowledge of young people
could prove a crucial asset for boosting eco-
nomic development on the continent. The
Panel proposes to empower youth forums
and establish an African youth development
platform.

Private sector development is central to ad-
dressing the youth employment challenge.
Nine out of ten jobs in the developing world
are in the private sector and private compa-
nies are the main long-term source of jobs
and incomes. The growth of small and medi-
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" East Asia & Pacific

um-sized enterprises (SMEs), in particular,
presents significant opportunities for employ-
ment generation and poverty reduction. Suc-
cessful, growth-oriented enterprises invest to
improve productivity and employ people. In
Africa, however, a number of barriers, differ-
ing from country to country, make it difficult
for businesses to expand and prosper.

Small enterprises are suffering the most
from a poor business environment. They face
the biggest constraints in access to markets,
to energy, to transport and not least to invest-
ment finance. The vast majority of Africans
are working in small enterprises, operating in
both the informal and formal economy, in-
cluding within agriculture. Realising the po-

Compared to other
regions, Sub-Saharan
Africa’s youth popu-
lation is expected to
increase dramatically
over the next 40 years
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DECENT WORK

Africa urgently needs both more and better

jobs. Employment with low pay, long hours,

poor conditions and no rights will not foster
the kind of development Africa requires. Strat-
egies and policies on job creation should
therefore have the attainment of Decent Work
as their goal from the outset. Decent Work, as
defined by the International Labour Organisa-
tion (ILO) and supported by the African Union,

While Europe and Southern
Asia have experienced
notable improvements in
agricultural productivity,

consists of productive employment, rights at
work, social protection and social dialogue. Ef-
forts that may enhance growth in the short
term but undermine the attainment of Decent
Work in the long term are not acceptable.

Source: African Trade Unions in cooperation with the

Danish Trade Union Confederation
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tential of Africa’s entrepreneurs, existing and
new, is essential to increase incomes and cre-
ate jobs, especially among youth. Existing
entrepreneurs are often successful in spite of
the myriad constraints they face. But the ob-
stacles are often too great for most would-be
entrepreneurs in Africa, and many never get
to translate their ideas and energy into action,
profit and jobs.

Agricultural productivity has hardly in-
creased. This has left many Africans poor, as
the majority of Africans depend on agriculture
for their livelihoods. The main reason is failed
policies, including (i) inadequate focus on the
need for sufficient capacity in governments to
ensure that development aid channelled
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through them results in effective evidence-

based interventions in productive sectors,
(i) insufficient focus on encouraging a value
chain approach, (i) inadequate agricultural
research, training and extension services and
(iv) low levels of investment, including in hu-
man resources. Discrimination against wom-
en in agriculture in terms of access to land,
input, credit and markets, has also hindered
progress. Improvements in agricultural pro-
ductivity have shown to be highly effective in
increasing living standards and food security
as well as stimulating growth.

Promoting gender equality will increase
growth and reduce poverty. Achieving MDG3
— gender equality — is not just a goal in itself:
Itis also an effective means to reduce poverty.
Gender equality and women’s empowerment
have a multiplier effect on other development
efforts. Women invest more in children’s edu-
cation and health than men. However, wom-

en’s pay is often lower than that of men. It is
not efficient that half of the world’s popula-
tion does not have equal access to resources
such as property, finance, education, labour
markets and business services. In Sub-Saha-
ran Africa, agricultural productivity can in-
crease by up to 20 percent if women’s access
to resources such as land, seed and fertiliser
is equal to men’s. Addressing the constraints
on women’s entrepreneurship is critical for
economic growth.

Post-primary education and skills develop-
ment need to reflect the demands of the pri-
vate sector. Africa has experienced impres-
sive improvements in primary school
enrolment over the last ten years. Neverthe-
less, a substantial education deficit remains.
Secondary and tertiary education enrolment
rates in Africa are significantly lower than in
any other region. Enterprises are in short sup-
ply of adequately skilled labour. There is a

Luisa Dias Diogo,
Member of the Africa Commission
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Compared to other
regions, Sub-Saharan
Africa has the lowest
school enrolment ratio
in the world. This is
the case for primary,
secondary as well as

tertiary education.

Closer collaboration
between higher education,
research and the private
sector requires additional
and a different capacity at
universities. Supporting
development of this capacity
must therefore be a priority

Lauritz Holm-Nielsen,
Member of the Africa Commission
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need to make secondary education more rel-
evant for the skills requirements of the private
sector, where school leavers will seek em-
ployment, and improve technical and voca-
tional education.

Access to markets and trade is essential for
growth and employment creation. Although
African exports have increased in recent
years, they still fell short of global export-
growth. Africa’s share in global trade dropped
from 6 percent in 1980 to about 3 percent in
2007. Domestic markets are small in most Af-
rican countries. Increased regional and inter-
national trade is a strong driver for growth.
Public investment that reduces the physical,
material or economic barriers that isolate
countries from external markets will spur pri-
vate sector investment and jobs. Relaxation
of rules-of-origin and the phasing-out of
trade-distorting subsidies and lowering of

tariffs on African goods by the developed
world would likewise foster growth in produc-
tion and jobs. However, export-led growth will
not emerge from trade policies alone. Other
key requirements are lower trade-related
costs for transport, energy and crossing bor-
ders; adequate skills; entrepreneurship and
innovation; access to finance; a better regula-
tory environment for the private sector; and
increased Aid for Trade.

More and better managed infrastructure is
needed. Africa has a large backlog of overdue
infrastructural investment. Poorly-regulated
markets and subsidies — that benefit the well-
off most — undermine investment in infra-
structure, and result in poor maintenance and
high costs for firms and households. It is esti-
mated that the infrastructure backlog reduces
annual per capita growth by 2 percent. There
has been good progress in cellular technolo-



gy, and some improvements in internet con-
nections, but much more is needed. Poor
transport infrastructure and high transport
costs due to lack of competition (in air, road,
and railroad transport) further undermine
competitiveness, often making it too costly to

get goods to markets, especially within the

agricultural sector. Women suffer dispropor-
tionately from all these shortages.

Shortcomings in access to energy hinder
growth. A very large deficit is found within
power generation and distribution. Nowhere
in the world is power as costly and unreliable
as in Africa. The competitiveness of SMEs is
most severely affected because they do not
have access to electricity that is necessary for
efficient production and communications.
Lack of electricity also limits better health and
education services.

Improvements in political and economic gov-
ernance need to be sustained for growth and
job creation. The African Peer Review Mecha-
nism under NEPAD/AU has helped foster
more ownership of governance reforms in
many African countries. Further progress can
be achieved, if all African countries sign up to

Source: Ramachandran et. al. 2008,
Africa’s Private Sector.
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this mechanism. The Commission on Growth
and Development, a World Bank-based com-
mission that brought together practitioners
from government, business and the policy-
making arena to gather understanding about
the policies and strategies supporting rapid
and sustained economic growth and poverty
reduction, emphasised in their final 2008 re-
port that there is a need to change mindsets
in order to avoid younger generations repli-
cating malpractices.

Encouraging more dialogue in African coun-
tries between government, business and la-
bour market organisations, and civil society
can be an effective strategy to identify oppor-
tunities and constraints for fostering growth
and job creation. Improving partnerships be-
tween the public and the private sector at all
levels could help African countries take ad-
vantage of opportunities that require coordi-
nated actions by both the public and private
sector.

Reforms are especially urgent given the pros-
pect of fiercer competition among all nations
for investment, once global growth starts to
pick up again. Without a well-functioning
public sector, additional support to the pri-
vate sector will not provide the desired re-
sults. Responsible governments and competi-
tive markets are mutually reinforcing.

Strong legal and institutional frameworks
alongside efficient public financial manage-
ment systems will increase transparency and
minimise corruption. Political stability and
progress in terms of human rights and the
rule of law are also imperative. African lead-
ers, in consultation with the relevant stake-
holders from civil society and the private sec-

tor, must further strengthen the rule of law
and protect property rights.

African countries must continue to improve
their macroeconomic management. Tax reve-
nues have increased, inflation has come down
and some African countries have been able to
raise capital for infrastructure investment in
international capital markets. Prior to the fi-
nancial crisis, this led to increases in foreign
direct investment, although much of it has
been focused on extractive industries with
limited effects on employment. To attract in-
vestment aimed at diversification and faster
job creation, Africa needs to continue reforms
in order to improve macroeconomic stability,
establish competitive exchange rates, and
promote a stable political environment.

Foreign private capital flows still lag behind
official development assistance in Africa. To
improve access to finance for the private sec-
tor, reforms in the financial sector need to be
deepened. Financial intermediation is still
very low, especially in Sub-Saharan Africa (ex-
cluding South Africa). Between the early
1980s and the end of 2004, private sector
bank credit to GDP stagnated at around 15
percent. In the best-performing countries in
Africa this ratio was more than twice as high.

African economies must add more value to
exports to exploit the opportunities offered
by globalisation. The ongoing economic cri-
sis demonstrates that economies that depend
on commodity exports suffer greater volatility
than countries with more diversified econo-
mies. The crisis highlights the need for Africa
to improve its competitiveness across a wider
range of economic activities and sectors. It
may also present new opportunities: Old in-



dustries that close down in developed coun-
tries could be rebuilt in modernised forms in
African countries, if they can offer sound busi-
ness environments. Growth could be achieved
by adding value — e.g. through processing — to
African resources, rather than exporting them
unprocessed. Africa needs to find ways to
harness its resources, including youth labour,
entrepreneurship and natural resources in
ways that create specific production capaci-
ties that are globally competitive.

Easing constraints to competitiveness may
not be sufficient to develop the ‘competitive
edge’ needed to break into global markets.
Evidence shows that a concentration of in-
vestment - including supportive public invest-
ments in infrastructure and human capital - in
a particular sector is often required to devel-
op a competitive edge. If effectively managed,
public-private partnerships in selected indus-

tries, including within agriculture, could pro-

vide this edge and also complement horizon-
tal reforms aimed at improving the business
climate for all firms.

The value chain approach to private sector
development offers significant opportunities
for many African countries. Applying a value
chain approach requires understanding entire
market systems from input suppliers to end-
market buyers. The value chain approach
brings together private sector stakeholders
such as producers, processors, the financial
sector and transporters and public sector in-
stitutions such as local governments, regula-
tory bodies, research institutes and educa-
tional institutions. In partnership, they can
identify and analyse key constraints to devel-
opment in the value chain. Constraints could,
for instance, relate to lack of access to tech-
nology, skills, finance or export markets.

Processing holds vast economic potential for
Africa. By processing the 650,000 MT of raw
cashews exported in 2007, the continent
would gain:

new businesses
new jobs

added value (USD)

Source: www.africancashewalliance.org. The African Ca-
shew Alliance is a public-private partnership supporting
increased farmer income, exports, and economic growth of
the cashew industry in Africa. 23



Klaus Bustrup,
Member of the Africa Commission
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A broad analysis is essential because there
can be critical constraints to competitiveness
in any part of the market system. The identifi-
cation of constraints forms the basis for an
action plan and a budget, to be implemented
and financed by stakeholders. The public sec-
tor could provide public goods (e.g. fund in-
frastructure or co-finance skills training) and
an improved regulatory framework, which
would be necessary to leverage increased pri-
vate sector investment.

Climate change affects all aspects of devel-
opment in Africa. Although it has contributed
the least to climate change, Africa will be
hardest hit by its impacts. The scarcity of wa-
ter resources and increased intensity and
volatility of rainfall worsen livelihoods and in-
crease the costs of providing basic infrastruc-
ture such as roads and sanitation. Climate
change will compromise the productivity of
low-technology agriculture, on which the live-
lihoods of the majority of Africans, especially
women, depend. The cost of doing business
will also increase, further limiting the options
for growth. In adapting to climate change,
however, Africa could benefit from the intro-
duction of cleaner technology, including sus-
tainable energy, which could propel the conti-
nent onto a carbon-friendly and green
development path.

African competitiveness must be improved.
The different challenges and opportunities
presented in this chapter have one thing in
common: They are all related to African com-
petitiveness. Across the various frameworks

and indices benchmarking competitiveness,
Africa stands out as the continent with the
poorest performance. In order for the situa-
tion to improve, Africa must address the is-
sues outlined above. It will require tough re-
forms and strong leadership, but action is
necessary if Africa is to take advantage of the
possibilities offered by globalisation.

Christian Friis Bach,
Member of the Africa Commission
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A larger and more productive private
sector is a necessity if Africa is to expe-
rience sustainable development. Private
sector-led growth must create more and
better employment for Africa’s growing
youth population. Employment will reduce
poverty, improve the standards of living
for Africans and create the basis for
sustainable development and for reaching
the Millennium Development Goals

Lars Lgkke Rasmussen,
Chairman of the Africa Commission
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To address the significant challenges and the
new opportunities facing the African conti-
nent, the Africa Commission recommends a
refocused agenda for international develop-
ment cooperation with Africa. Creating jobs
for Africa’s increasing youth population re-
quires a greater emphasis on private sector-
led growth.

For this refocused agenda to be successful,
African governments must focus less on at-
tracting donor funds and more on attracting
private capital for investment. The Africa Com-
mission recognize that this may not be possi-
ble in the short-term context of the global
economic and financial crisis but it must be
the long-term goal. This will need to be paired
with ownership over necessary reforms and
good governance. Development partners
must support the agenda and deliver on their
aid commitments. Their assistance must sup-
port long-term development, which over time

Refocusing International Development
Cooperation with Africa

will reduce aid dependency. Development
partners must also reduce the burden on gov-
ernments and civil society in line with the
Paris Declaration on Aid Effectiveness and the
Accra Agenda for Action. Ultimately, however,
it will be up to Africans to raise investor confi-
dence in Africa’s economic prospects. Devel-
opment partners can only play a catalytic role
in this process.

The refocused agenda should put special em-
phasis on youth employment, private sector-
led growth and competitiveness inter alia by
implementation of the following recommen-
dations:

R1: Increased emphasis on the role of the
private sector, including agriculture, in
delivering growth and employment.
Achieving the MDGs and sustaining prog-
ress in health, food security and education
requires strong growth and employment
opportunities for African youth. This must
be recognised at the 2010 UN MDG review
conference.

R2: Shift focus from donor-led growth to
private sector-led growth. Increased com-
petitiveness of the private sector com-
bined with international trade liberalisa-
tion is the best way to reduce poverty,
create jobs for young Africans and ensure
sustainable development.

R3: Increase support from development
partners to build the private sector, in-
cluding through value chain approaches
and other strategies that can help trans-
form and grow African economies and cre-
ate jobs for African youth.



R4: Ensure progress on governance, which
is a prerequisite for economic growth and
development. Efforts should aim to devel-
op effective public sectors able to combat
corruption, protect property rights and en-
sure the rule of law, promote gender equal-
ity and strengthen the role of civil society
and the private sector in holding govern-
ments accountable.

Rs: Develop and implement national de-
velopment strategies through broad con-
sultative processes involving the private
sector, business associations, labour mar-
ket associations and civil society. The aim
should be to improve the business envi-
ronment by expanding and maintaining
major infrastructure, financial markets
and skills development and other mea-
sures that enhance competitiveness. In-
ternational development assistance must
build upon and support such strategies.

Ré6: Establish strong partnerships be-
tween the public and the private sector to
eliminate barriers to growth and to
strengthen the competitiveness of the pri-
vate sector. African governments should
support private sector initiatives to develop
value chains and promote labour-intensive
manufacturing, especially in areas such as
agriculture and agro-processing. Support
from the public sector should aim to help
develop competitive markets, which attract
private investments and create jobs.

R7: Ensure more is done to open markets,
including for south-south trade. Devel-
oped countries must give African goods
full and free access to their markets, in-
cluding easingrules-of-origin requirements

and phasing-out trade-distorting subsi-
dies. Relative to other developing coun-
tries, there is a case for allowing African
countries privileged access/to markets in
developed countries, at least for a limited
period of time.

R8: Unleash the potential of women as
drivers of economic growth and develop-
ment. Gender equality and improvement of
women’s economic opportunities should
be promoted by mainstreaming and bench-
marking gender equality in all policies,
strategies and actions for private sector
development and through special efforts
by government, the private sector, labour
market organisations, civil society and de-
velopment partners.

Rg: Realise the potential of African youth by
giving them influence over policies and stra-
tegies. Young people should be given a much-
needed voice and the opportunity to partici-
pate in decision-making, including through
improved career opportunities.

R1o: Strengthen efforts to include climate
change considerations in all develop-
ment strategies. The international com-
munity should support African govern-
ments in adapting to the risks and impacts
of climate change and benefiting from
mitigation measures, including through
reaching an ambitious agreement during
the UN Conference of Parties (COP15) in
Copenhagen in December 2009.
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Addressing Africa’s Priority Challenges:
Key Areas and the Five Concrete Initiatives

32

Rather than trying to reinvent
the development wheel, the
Africa Commission has focused
much of its time and energy on

finding effective means to advance
enterprise-led growth in Africa -
the key to sustainable prosperity

Greg Mills,
Member of the Africa Commission

No Commission —however representative and
ambitious — can claim to be exhaustive or en-
tirely original. The purpose of the Africa Com-
mission has been to identify aspects of Afri-
can development which may either have
attracted inadequate attention over the last
decade or have become more urgent in the
current circumstances. The Commission has
highlighted some of the major constraints Af-
rica faces in realising its full potential and
achieving the MDGs. This chapter outlines a
number of concrete initiatives within five key
areas that must be addressed if Africa is to
increase employment and economic growth
and reduce poverty. The five key areas are:

© Competitiveness. Improve Africa’s com-
petitiveness in the global economy by in-
creasing research-based knowledge and
public awareness of the key constraints to

competitiveness, including gender in-
equality.

Investment finance. Provide access to in-
vestment finance for small and medium-
sized enterprises to expand production
and employment.

Young entrepreneurs. Give young entre-
preneurs opportunities to contribute to
growth and job creation by helping them
turn their innovative ideas into profitable
businesses.

Sustainable energy. Exploit the huge po-
tential for renewable and climate-friendly
energy in local communities by developing
the markets that enable SMEs to invest ef-
fectively in production, distribution and ef-
ficientuse of decentralised energy sources.



© Post-primary education and research. Im- :

prove the skills of young Africans by up-
grading existing traditional apprenticeship
schemes and developing demand-driven
technical and vocational skills develop-
ment in under-served communities. Link
university education, research and private
sector development in sustainable agri-
culture to increase the business skills of

graduates and promote innovation in agri-
cultural value chains.

The Africa Commission will launch five con-
crete initiatives within these five key areas.
The following section outlines the background
and specific details for each initiative.
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Competitiveness

Improve Africa’s competitiveness in the
global economy by increasing research-
based knowledge and public awareness
of the key constraints to competitiveness,
including gender inequality.
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Competitiveness

Few African businesses are internationally
competitive. They are stymied by the condi-
tions of the domestic market, where the costs
of doing business are too high and the incen-
tives for enterprises to flourish too low. Pro-
ductivity and competitiveness are hampered
by the limited access to finance, energy and
technology; the scarcity of relevant skills; lo-
gistical limitations caused by poor infrastruc-
ture for transportation, communication and
energy; the costly interaction between busi-
ness and government; poor governance; and
the marginalisation of women.

Relevant stakeholders from civil society, the
labour market and the private sector need to
beinvolvedin much-needed reform processes,
which must be grounded in detailed analyses,
based on benchmarking against international
standards and the particular circumstances of
each country. This will help identify the great-
est constraints and opportunities and, in do-
ing so, build on previous initiatives.

African countries have been willing to submit,
through the African Peer Review Mechanism,
to a systematic audit of governance and insti-
tutional effectiveness. What is needed is to
build on this process. Indices tracking African
competitiveness already exist. The next step
is to use a global index for benchmarking the
competitiveness of African countries against
each other and — most importantly — relative
to international standards. Such a bench-
marking project would focus critical attention
on improving the business environment
across the continent and would help identify
the best means to resolve the constraints to
competitiveness. It would act as a spur to en-
trepreneurship and promote growth and em-
ployment. For such a benchmarking project to

REALISING THE POTENTIAL OF AFRICA’S YOUTH - REPORT OF THE AFRICA COMMISSION

Competitiveness is not only about “hard” infrastructure
such as roads and ports, it is also about the “soft”
regulations and decisions, and we need to pay more

attention to that. In Africa, in some countries it will
take me 50 days to register a business. In some places
you need the signature of your father or your husband,
and if you fail to get that, you need a judge

Betty Maina, Member of the Africa Commission

be truly effective, however, the infrastructure
that would enable African governments to
analyse the data and use the findings to de-
velop and implement a substantive reform
agenda must be developed. Furthermore, a
regional mechanism for tracking progress
must be put in place.

The Africa Commission calls for the follow-
ing policy actions on competitiveness:

© Ra1: Focus on those particular constraints
that prevent African businesses from
growing through exports in order to im-
prove Africa’s competitiveness in the glo-
bal economy.

© R12: Promote the use of competitiveness
indices as advocacy tools and ensure own-
ership among African governments, the
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CENTRAL AMERICA AND THE WORLD ECONOMIC FORUM

Central America is an interesting example
of useful benchmarking on competitive-
ness issues that has not only raised the
level of the national policy debates but
also led to concrete examples of policy
initiatives. In the mid-1990s, the Latin
American Centre for Competitiveness and
Sustainable Development (CLACDS), a
think-tank based at INCAE Business
School, was launched to promote dia-
logue and follow through with concrete
proposals that would raise competitive-
ness and improve the business climate in
the five nations that comprise the Central
American Common Market. As a part of
that initiative, CLACDS engaged the World
Economic Forum and committed itself to
cooperate in data collection processes
necessary to include the nations of the
region in the Global Competitiveness Re-
port, and to engage in the dissemination
and analysis of the resulting data.

Ten years on from the initiation of this pro-

cess, the discussion about competitive-
ness in Central America permeates the
region’s politics and media, and is central
to national debates on the future direc-

private sector and civil society in the re-
sults dissemination and follow-up pro-
cess.

R13: Develop a global competitiveness in-
dex that will eventually benchmark all Afri-
can countries against international stan-

tion of individual countries. The Global

Competitiveness Report is widely report-

ed on and often used to substantiate poli-

cy initiatives. Largely based on the Global

Competitiveness Report data, and the

awareness of competitiveness that it has

promoted, several academic studies and

proposals emerging from CLACDS in re-

cent years have been taken to the next

stage: They have been turned into con-

crete policies and actions. Two specific

initiatives that this process has helped to

deliver are:

The member nations of the Central
American Common Market now have
common and modern customs legisla-
tion.

The Inter-American  Development
Bank, the Central American govern-
ments and the governments of several
neighbouring nations have undertak-
en the Puebla-Panama Plan, at the
heart of which are major infrastructure
projects, which were initiated by
CLACDS as the Central American Logis-
tics Corridor.

dards and spur debate and action on
concrete measures that African countries
should implement to promote private sec-
tor-led growth.




The Initiative: Benchmarking African Competitiveness

To improve competitiveness and accelerate
growth and job creation, the Africa Commission
is launching an initiative aimed at improving
and expanding the benchmarking of African
competitiveness.

This initiative will follow a two-pronged ap-
proach. First, it will ensure coverage of a signifi-
cant and increasing number of African countries
in the well-established World Economic Forum’s
Global Competitiveness Index. Second, it will
encourage policy impact through measures to
engage business and government leaders in a
results-based dialogue on the required reforms.
A related goal will be to raise public awareness
about the importance of enhancing competi-
tiveness (through media and other channels) to
galvanise support for the reform process.

To encourage policy reform and impact at the
intergovernmental level, the African Union will
include competitiveness under the existing Afri-
can Peer Review Mechanism.

The Global Competitiveness Index covers seve-
ral facets of competitiveness. While the overall
ranking focuses attention on the index, instruc-
tive comparisons of strengths and weaknesses
across twelve pillars of competitiveness can be
drawn from the detailed results.

Read more about the initiative on page 62
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Investment
Finance

Provide access to investment
finance for small and medium-
sized enterprises to expand
production and employment.




REALISING THE POTENTIAL OF AFRICA’S YOUTH - REPORT OF THE AFRICA COMMISSION

Investment Finance

Africa’s small enterprises, from traders to
farmers, contribute to more than 8o percent
of output and jobs in most African nations.
They offer the best opportunities for growth,
diversification and job creation. But SMEs are
constrained by limited access to stable ener-
gy services, business management skills,
skilled labour and especially finance for in-
vestment.

Almost 50 percent of African companies iden-
tify lack of access to finance as a major con-
straint to doing business. The cost of finance,
including investment finance, is higher in Af-
rica than any other part of the world, and the
access for SMEs is particularly limited. Very
few commercial banks do small enterprise-

banking in Africa. Furthermore, the global fi-
nancial crisis is likely to squeeze access to fi-
nance for these enterprises more than for
bigger companies for some years to come.

Causes of the problem are found in both sup-
ply and demand. While the lack of effective
business plans and adequate skills within
SMEs are a problem on the demand side, the
supply is constrained by lack of capacity in
the financial sector to do business with small-
er companies; inadequate information result-
ingin high-risk assessments; lack of collateral
and collateral registries; poor protection of
creditors; and lack of availability of longer-
term funds.

Share of firms identifying access to finance as a major constraint
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Small and medium-sized
enterprises play a pivotal role
in creating jobs, growth and
poverty reduction in Africa.

We must ensure that SMEs are
given the best possible basis
for expansion and growth

Donald Kaberuka,
Member of the Africa Commission

The share of firms identifying
access to finance as a major
constraint to doing business is
higher in Sub-Saharan Africa than
in any other part of the world
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Successful developing countries have seen
their SMEs flourish, moving from informal to
formal production and becoming the back-
bone of growth in production and employ-
ment. Such processes of development sup-
port the creation of a strong middle class and
also tend to strengthen democratisation and
the rule of law.

The Africa Commission calls for the following
policy actions on access to finance:

R14: The financial sector in African coun-
tries must scale up access to finance, in par-
ticular investment finance, for SMEs and
develop the necessary capacity. For their
part, African governments, supported by

The Missing Middle

international development partners, must
provide a predictable regulatory framework,
facilitate capacity development of financial
institutions and enterprises, and provide ef-
fective market-based instruments that in-
crease access to investment finance.

R1s: African governments must facilitate a
better business environment for small en-
terprises. This requires basic infrastruc-
ture (which may be financed through aid
and public-private partnerships), the reg-
istration and protection of property rights,
a less burdensome regulatory framework,
and incentives, rather than punishment in
the form of extra costs, for businesses
that formalise their operations.

Medium sized Large
Micro businesses Small businesses businesses businesses
1employee 2-100 employees 101-250 employees <251 employees

While micro-financing and

large loans are available to
a certain degree, there is an
evident lack of access to
finance for small enterprises
in Sub-Saharan Africa

Amount of
finance
available

’So »$ 5,000 »$ 500,000 »$ 2 million
Microfinance, Local banks, Local banks & International
loansharks & loansharks & subsidised commercial finance
personal loans personal loans international finance

Source: Confederation of Danish Industry in cooperation with ESA BMO Network based on Thierry Sanders, NCDO



The Initiative: Access to Investment Finance for SMEs

The Africa Commission will develop an African
Guarantee Fund (AGF) in partnership with the
African Development Bank to foster the growth
of financial resources available for the invest-
ment needs of SMEs and for capacity develop-
ment of financial institutions. Furthermore, the
Commission will launch a complementary facili-
ty for enterprises to improve their business
management and technical skills in order to
gain access to investment finance. This capacity
development facility will draw on national re-
sources, including consultants, training insti-
tutes etc. By sharing the risk of this type of loan,
and doing it in coordination with other activities
that build the recipient’s capacity, this initiative
would also create more productive employ-
ment, especially for young people.

The AGF will make available “partial portfolio
credit guarantees”: Agreements with financial
institutions, under which the AGF takes on some

credit risk on investment projects financed by
them. It could also do counter-guarantees,
which allow for more funds to be available for
investments, bridge any collateral gap and help
reduce the risk faced by the lender. Only sound
financial institutions that have the potential to
appraise and effectively monitor SME loan/
lease portfolios, and that are willing to absorb
at least half of any realised losses, should be
considered as partners.

The AGF will also address the need to raise long-
term finance by making available institutional
guarantees. These guarantees would ensure the
partial repayment of investments (such as lines
of credit, capital allocations, or bond purchases)
made by major fund providers (such as pension
funds, insurance companies, or equity/venture
funds) to financial institutions and equity funds
that use those funds to provide loans and equi-
ty, or other financial facilities, to SMEs.

Read more about the initiative on page 64
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Young
Entrepreneurs

Give young entrepreneurs
opportunities to contribute to
growth and job creation by helping
them turn their innovative ideas
into profitable businesses.
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Young Entrepreneurs

Young Africans are growing up in a difficult
economic environment with limited opportu-
nities for decent work. Despite this fact, many
young Africans do gain employment either by
working for others or, more typically, by estab-
lishing their own businesses. But the potential
of Africa’s young entrepreneurs is not being
fully realised. Existing entrepreneurs are often
successful in spite of the myriad constraints
theyface, suchasineffective regulatory frame-
works, lack of business skills, training and
mentoring, access to finance, and even nega-
tive stereotypes which still persist in large
parts of Africa. But the majority of would-be
entrepreneurs are thwarted by these obsta-
cles, never seeing their often promising ideas
and dynamic energy translate into products,
profits and jobs. Women face more constraints
to becoming entrepreneurs than men. Entre-
preneurship should be considered an impor-
tant tool for economic growth across econo-
mies at all stages. Youth entrepreneurship is
not rewarded and encouraged as much as it
should be. There is a need to nurture a culture
in which creating jobs is encouraged more
than getting a job. Evidence suggests that
young people are ready to rise to the chal-
lenge.

Given their key role in delivering higher in-
comes and more jobs, focus on providing
young entrepreneurs with skills and opportu-
nities needs to be strengthened. As young
women and men are Africa’s greatest asset,
there is a need to exploit their potential by
providing them with the opportunity to obtain
productive employment and decent jobs.

WOMEN FACE PARTICULAR CONSTRAINTS WHEN STARTING A BUSINESS

Women are generally less mobile than men and
have less time and cash. They have fewer con-
tacts to make their way around complex re-
quirements and are often seen as soft targets
for bribes

¢ In Swaziland women are not allowed to regi-
ster property and they need a male guardian’s
consent to open a bank account or start a
business

¢ In D.R. Congo the law requires a woman to

physically take her husband to the business

The Africa Commission calls for the following
policy actions on entrepreneurship:

R16: Increase the focus on young entrepre-
neurs, both women and men, as drivers of
change. Such a renewed focus should be
reflected in policy dialogue, poverty reduc-
tion strategies or other development plans,
and medium-term and annual budgets.

R17: African governments together with
stakeholders, including the private sector,
schools, universities, civil society, and
youth organisations, must promote entre-
preneurship as a viable, pro-poor develop-
ment strategy, given that most new jobs are
being created through small enterprises
and self-employment. In particular, the de-
velopment of comprehensive programmes
directly aimed at encouraging young en-
trepreneurs to set up and grow viable
businesses, including facilitating access to
start-up capital, should be considered.

registry to prove she has his consent to open
a business

¢ In Tanzania women are unlikely to inherit
land. Therefore they lack collateral to apply
for business loans. Although the situation
has improved over the last couple of years,
progress for female business owners is still
much slower than for their male counterparts
Sources: Confederation of Danish Industry in
collaboration with the Eastern and Southern African
Business Membership Organisation Network (the ESA

BMO Network) and World Bank “Doing Business Women
in Africa”
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We need to change the
psychology from ‘how do
I get a job?’ to ‘how can |
create ten jobs?’

Ngozi Okonjo-Iweala,
Member of the Africa Commission

The Initiative: Unleashing African Entrepreneurship

The Africa Commission will launch an initia-
tive targeting young African entrepreneurs.
The initiative will offer packages of assistance
to young existing and would-be entrepre-
neurs, complementing training with advisory
services, mentorship, and access to finance
for both rural and urban entrepreneurs. In or-
der to strengthen the sustainability of this
initiative, all enterprise support services will
be offered through existing local providers
like business associations, youth-led organi-
sations, private consultancies and training
providers or public agencies.

The initiative aims to create thousands of en-
terprises and tens of thousands of new and
better jobs, at least 50 percent for women, in

three countries where it will initially be
launched. It builds on existing entrepreneur-
ship tools used and tested by the Internation-
al Labour Organisation (ILO).

Key areas of intervention are (i) training for
future entrepreneurs, (i) embedding entre-
preneurship education in the school system,
(i) business plan competitions, (iv) access to
finance, including micro-credit schemes, (v)
strengthening  evidence-based advocacy
through impact assessments and youth busi-
ness climate surveys and (vi) launching a
Youth Opportunities Fund: A competitive
grant scheme for youth-led organisations
working on youth entrepreneurship.



The initiative will assist young entrepreneurs

— existing and would-be — in developing bank-
able business plans and accounting skills and
provide them with access to finance, a busi-
ness network and mentors as well as basic
infrastructure such as access to the internet,
computers and printers. The initiative will pro-
mote a culture of entrepreneurship and en-
sure that activities take place within potential
high-growth sectors. That way, sustainable
enterprises will be developed in sectors where
income is proven by market research or value
chain analysis.

Read more about the initiative on page 66

Mo Ibrahim,
Member of the Africa Commission
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Sustainable
Energy

Exploit the huge potential for re-
newable and climate-friendly ener-
gy in local communities by develop-
ing the markets that enable SMEs
to invest effectively in production,
distribution and efficient use of
decentralised energy sources.
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Sustainable Energy

Despite abundant fossil and renewable ener-
gy sources, the level of access to energy in
Africa is the lowest in the world. More than 75
percent of the population in Sub-Saharan Af-
rica (@and more than 9o percent in rural areas)
do not have access to electricity.

Even in areas with access to electricity, it is
often expensive and unreliable, making it dif-
ficult for businesses to operate and be com-
petitive. Close to 5o percent of African com-
panies identify electricity as a major constraint
to doing business. Irregular supply of electric-
ity accounts for average losses of 6 percent of
total sales and for enterprises in the informal
economy up to 20 percent.

The absence of modern forms of energy, such
as electricity, liquid fuels and gas, affects pro-
ductivity, employment, communications,
health-care and education, especially for
women and children.

Improving energy access in Africa requires ef-
forts at different levels: Strengthening region-
al cooperation on large-scale energy invest-

ments in generation- and transmission lines;
expanding national grids and managing utili-
ties more efficiently; and increasing the use of
decentralised energy options, such as hydro,
biomass, solar and wind energy. In remote
areas that will not gain access to the national
energy grids in the foreseeable future, decen-
tralised, renewable energy systems are often
more cost-effective and reliable than diesel
pumps and generators in providing electricity,
heat and mechanical energy.

Africa has abundant untapped renewable en-
ergy sources that could become the backbone
of a reliable, affordable and low-carbon ener-
gy system. The technologies are well known
and are becoming more reliable and profit-
able in response to fluctuating fossil fuel
prices, increasing market volumes and tech-

Percentage of population with
access to electricity. Sub-Saharan
Africa has the lowest level of access
to electricity in the world.

Source: World Energy Outlook (IEA) 2004.
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nological innovation. At the same time, they
are generally more labour-intensive in pro-
duction, installation and operation than cen-
tralised energy systems.

African countries already have positive expe-
riences of using decentralised renewable en-
ergy sources that can be replicated and
scaled-up. In Mauritius, residues from the
sugar industry meet more than 40 percent of
the country’s electricity needs. In Mali, female
entrepreneurs are drying and marketing man-
go with the help of solar energy. In Kenya, a
rural company has manufactured, sold and
installed over 300 water pumps, driven by
wind energy. Kenya also has more than
200,000 solar-electric (PV) systems, mainly

Share of firms identifying electricity as a major constraint
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Almost 50 percent of firms in Sub-Saharan Africa identify lack of access to electricity as a major

constraint to business

marketed and installed by private companies.
There are promising market opportunities in
Africa for SMEs, both as energy providers and
energy consumers, be it in agriculture, agro-
industries, tourism or commerce. The benefits
of decentralised energy production and use
include lower and more stable energy prices,
enhanced job creation and income genera-
tion, increased competitiveness and improved
conditions for innovation and entrepreneur-
ship, including for women entrepreneurs. In
households, women and children will have
more time for productive activities and educa-
tion, and reduced exposure to dangerous in-
door air pollution, as new and cleaner energy
systems replace the inefficient use of wood
and charcoal. At the same time, renewable
energy and energy-efficient technologies are
climate-friendly and an important part of a
future energy system.

A number of constraints affecting the market
for decentralised energy need to be ad-
dressed. These include the lack of awareness,
knowledge and skills needed to develop in-
vestment proposals, poor access to risk capi-
tal and loans, and a restrictive regulatory en-
vironment.

The Africa Commission calls for the

following policy actions on energy:

© Ra8: Increase production, distribution and
productive use of electricity and other forms
of energy in a cost-effective and climate-
friendly manner. This need has to be ad-
dressed at the regional, national and local
levels. In communities with limited access to
energy, the need can be met by an efficient
utilisation of local and renewable energy
sources.



R19: The private sector, in particular SMEs,
must play an important role in the provi-
sion of energy services at the local level.

Their potential should be utilised by stim-
ulating and expanding the market for de-
centralised, renewable energy services.

The Initiative: Access to Sustainable Energy

The Africa Commission will launch an initiative
addressing the African energy deficit at the lo-
cal level. The energy initiative will stimulate
and expand the emerging market for sustain-
able energy, primarily in rural and peri-urban
areas, by strengthening the role of SMEs in de-
livery and productive use of energy from local
and renewable energy sources. It will build
upon positive experiences with decentralised
energy systems in Africa, where technologies
are becoming increasingly reliable and profit-
able.

This initiative will, in support of government
policies, provide assistance for:

Policy advice to African governments to
strengthen the market for decentralised
renewable energy systems, e.g. through
regulation that facilitates private produc-
tion, distribution and sale of electricity by
appropriate power purchase agreements
and feed-in tariffs and by creating other
incentives for using renewable energy.
These actions will be further strengthened
by the sharing of knowledge and success-
ful practices among countries and by ac-
tive outreach via printed and electronic
media.

Capacity support for small and medium-
scale local energy producers, business as-
sociations, financial institutions, local au-
thorities and other stakeholders in the
form of technical assistance and training.
Itincludes assistance to develop bankable

investment projects, improving access to
know-how, technologies, markets and po-
tential business partners, improving fi-
nancial institutions’ ability to appraise
decentralised energy projects and facilita-
tion of public-private partnerships.
Finance to investment projects by SMEs,
both for the production, distribution and
productive use of sustainable energy at
the local level. This support will be devel-
oped in close cooperation with national
financial institutions and could comprise
credit lines, guarantee schemes or other
forms of risk mitigation, soft loans, equity
or other instruments. Support could be
channeled through existing banks, rural
energy funds or agricultural credit organi-
sations. Options for financing under the
UN Climate Convention will be considered
as part of the financing package.

The Africa Commission’s energy initiative will
be implemented with the African Develop-
ment Bank and will contribute to the objec-
tives of national development policies and
plans in the target countries. It will be a con-
tribution to the Africa-EU Energy Partnership
and will seek partnership with the European
Commission and EU member states, as well
as with the AU and relevant regional econo-
mic communities. It will be open for participa-
tion and financial contributions from other
development partners, private companies,
private sector organisations, foundations etc.
in Africa and abroad.
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Post-Primary
Education and
Research

Improve the skills of young
Africans through demand-driven
technical and vocational skills
development and better linkages
between university education,
research and business




Post-Primary Education and Research

Africa has experienced impressive improve-
ments in primary school enrolment over the
last ten years. Nevertheless, a substantial
education deficit remains. Secondary and ter-
tiary education enrolment rates in Africa are
significantly lower than in any other region,
with higher gender inequality than for basic
education.

Understandably, the first priority has been to
increase primary enrolment rates, which to-
day stand at around 70 percent, with some
gender inequality remaining. This increase
has been achieved due to substantial increas-
es in national budgets in Africa and support
by development partners, including not least
through the Education for All - Fast Track Ini-

Enrolment ratio, Sub-Saharan Africa
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tiative, an effective international partnership
that fast-tracks and scales up investment in
basic education. But much more must still be
done to support primary education. The Edu-
cation for All — Fast Track Initiative must be
fully financed and extended to all eligible
countries. Moreover, Africa still has much to
achieve when it comes to school completion,
quality standards and secondary enrolment.
There is a need to make secondary education
more relevant for the skills needs of the pri-
vate sector where school leavers will seek
employment. And there is a need to improve
technical and vocational education to equip
the labour force with the skills needed to
drive productive economies. In most African
countries, formal technical and vocational
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Tertiary education

Source: Education for All Global Monitoring Report, UNESCO (2008)

The number of females enrolled in

primary, secondary and tertiary
education in Sub-Saharan Africa is
lower than that of males.
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4 ADDRESSING AFRICA’S PRIORITY CHALLENGES: KEY AREAS AND THE FIVE CONCRETE INITIATIVES

APPRENTICESHIP SYSTEMS ARE
PREDOMINANT IN MANY AFRICAN COUNTRIES

In Senegal, some 400,000 young people are
in apprenticeships annually, compared to
some 7,000 graduates from the formal voca-
tional training centres; and up to 8o percent
of skills development in Ghana is through

the apprenticeship system.

Source: Africa Economic Outlook 2008.

Technical and vocational
education constitutes a very low
percentage of total secondary
enrolment in Sub-Saharan Africa
compared to other regions.

education is neglected: Less than 5 percent of
secondary school students attend technical
and vocational schools.

Technical and vocational skills development
systems in Africa suffer from weak links with
the job market as well as shortages of quali-
fied staff and ill-adapted programmes. Very
few countries emphasise skills development
in rural communities and acknowledge the
role of the informal economy, which is the
largest employer and source of the majority of
vocational learning in Africa. Most of the train-
ing provided in Sub-Saharan Africa is actually
delivered through private providers in the in-
formal sector.

For their part, African universities are not suf-
ficiently geared to meet the needs of industry.
Graduates often cannot find employment,
while many small businesses lack staff with
the education and skills needed to drive inno-
vation. Essentially, the relationship between
the demands of the private sector and what
universities teach is too weak. However, stud-
ies show that when university graduates do
business, they create more jobs than those
without a university education. Nowhere are
these deficiencies more critical thanin agricul-
ture, Africa’s dominant industry.

The potential of African universities to pro-
mote positive change in society needs to be
enhanced. Universities have a particular re-

Technical and vocational education and training as a percentage of total secondary enrolment
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sponsibility for generating and diffusing
knowledge into the economy and creating op-
portunities for innovation. They do that most
effectively when they have strong links with
research and business. However, achieving
such links will require adjustments in the way
that African universities function. They need
to be engaged with private enterprise at all
levels, including smallholders and firms in lo-
cal and distant markets. By linking across ag-
ricultural value chains — locally, nationally and
regionally — universities would be better able
to educate entrepreneurs who can tap the
enormous under-exploited potential of Afri-
can agriculture for growth, job creation and
poverty reduction. In doing so, they would
also encourage youth and women to take up
careers in agriculture and related industries.

The formidable ingenuity of Africans must be
directed towards increasing agricultural pro-
duction, which is only possible by closing the
gap that currently exists between the yields
farmers are getting and what the crops and
livestock are capable of producing. This must
be achieved in the face of an ageing and in-
creasingly feminised farming sector, as youth
and men migrate to the cities for better em-
ployment opportunities, and because of the
challenges arising from climate change.

The Africa Commission calls for the
following policy actions on education:

R20: Focus on and invest in post-primary
education, better considering the require-
ments of the private sector, so Africa can
become globally competitive.

R21: Enhance investment in secondary
education, specifically within technical

The centrality of education to the development of Africa is
beyond question. Education is a key part of strategies to
improve individuals’ well-being and societies’ economic and

social development; above all education must be capable
of nurturing autonomous individuals that can contribute to
the positive transformation of our communities

Mohamed Ibn Chambas, Member of the Africa Commission

and vocational training and skills develop-
ment for young women and men. The Afri-
ca Commission recommends the expan-
sion of the Education for All - Fast Track
Initiative to include post-primary educa-
tion, including technical and vocational
skills development as part of a compre-
hensive approach to education for all.

R22: African countries and regional organ-
isations, supported by development part-
ners, should invest in the creation of bet-
ter linkages between university education,
research and the private sector in agricul-
tural development and value chains. Such
an investment should be based on nation-
al and regional strategies and funded
through African organisations, with par-
ticular emphasis on promoting innovation
and gender equality.
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The Initiative:
Promoting Post-Primary Education and Research

In order to address the challenges related to
the educational deficit, the Africa Commis-
sion will launch an initiative along two tracks.
Track One will promote innovative ways to ex-
pand and promote technical and vocational
skills development (TVSD) focusing on out-of-
school youth; and Track Two will foster better
links between higher education, research and
businesses in sustainable agriculture.

will present innovative ways to
expand vocational and technical training and
education. This component will ensure the
promotion of gender equality, e.g. by focusing
on training that benefits women in particular
and reduces the barriers to their access and
involvement. The following interventions will
be promoted:

Quality improvements in traditional ap-
prenticeships: Based on workplace learn-
ing, the intervention will strengthen ap-
prenticeships by introducing more
structured institutional learning that re-
sults in a specific qualification. It will build
on traditional apprenticeship systems as
implemented in many African countries,
both in the formal and informal economy.
The initiative will also include the training
of master craftspersons, involvement of
business associations and labour market
organisations, especially those represent-
ing the informal economy, and introduc-
tion of standardised contracts, certifica-
tion etc.

Community-based TVSD programmes in
rural areas: This intervention will include



a combination of training in business skills
or livelihood skills and literacy training.
Special target groups will be groups of
young farmers, including at least 50 per-
cent women, who can potentially play a
role in value chain projects where specific
training needs have been identified. Train-
ing of stakeholders participating higher
up in the value chains, for example at the
processing level or sales level, will also be
involved.

will promote innovation and produce
graduates with entrepreneurial and business
skills and research-based knowledge that is
relevant to the development of African agri-
culture and agro-businesses. A facility will be
established in partnership with the African
Union Commission through its agreement
with the Forum for Agricultural Research in
Africa (FARA). The facility will help implement
FARAs mandate to support networking
amongst its stakeholders. The aim is to
strengthen capacity by sharing resources, ex-
changing experiences and facilitating change.
Universities will be invited to submit grant ap-
plications in partnership with private sector
firms and agricultural research institutions. It
will include the following interventions:

Development and implementation of col-
laborative programmes between univer-
sities, research institutions and the pri-
vate sector which foster innovation. This
might include: Supporting collaboration in
research with existing businesses; facili-
tating business start-ups by graduates
through ”innovation camps” associated
with universities; and enabling universi-

ties to link-up to businesses in local com-
munities, countries and regions. These
would be two-way linkages with universi-
ties, research and business providing
feedback to each other, e.g. with business
participating in curriculum reviews, which
monitor how graduates perform and set
the research agenda.

Development and implementation of im-
proved and better contextualised BSc
and MSc teaching and learning that takes
advantage of various approaches and
tools. These include e-learning, experien-
tial and problem-based learning, practical
training with internships, agro-business
studies and training in teamwork and oth-
er systems skills that are needed for effec-
tive interdisciplinary and multi-institution-
al innovation systems. This will include
improved engagement with universities
on agricultural development, including the
Comprehensive Africa Agriculture Devel-
opment Programme (CAADP), to generate
new thinking and opportunities for invest-
ment in improved facilities for teaching
and research.

Facilitating exchange of experiences and
sharing of resources and knowledge be-
tween universities, research institutions
and private enterprise to raise awareness
and realise the potential of such collabo-
ration to drive positive change. This may
include strengthening of tertiary educa-
tion networks. The activity will be de-
signed to enable universitiesto contribute
more effectively to agricultural develop-
ment and in particular the CAADP under
AU/NEPAD.
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It is time for Africa to
take responsibility for
its own future. We want
African solutions to

African challenges

Jean Ping, Member of the
Africa Commission
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End of the Beginning

The work of the Africa Commission should not
solely be valued by this report, which is one
step along the way. The success of this Com-
mission must ultimately be judged by the
achievement of its goals in providing more
opportunities for African youth, women and
businesses to prosper.

Private sector-led growth and job creation for
Africa’s young people must be put higher on
the international development agenda. The
Commissioners, as key stakeholders in inter-
national development cooperation with Afri-
ca, are committed to this goal and they will
actively promote the implementation of the
Commission’s five initiatives. Also, the Com-
missioners will work to ensure that the re-
commendations presented in this report will
be reflected in the national development
strategies of African countries.

The Commission fully recognises that the suc-
cess of the five initiatives will depend not only
on the financial support and technical capac-
ity development provided, but also, and more
importantly, on African governments’ owner-
ship and commitment to improve good gover-
nance, promote entrepreneurship and private
sector-led growth.

The Commission’s five initiatives will comple-
ment existing efforts in Africa to achieve the
MDGs and will be aligned with national poli-
cies and development plans in cooperation
with African governments. Initially they will be
implemented ina number of Sub-Saharan Afri-
can countries characterised by smalland open
economies and a commitment to promoting
good governance, private sector-led growth
and job creation for young people. Thereafter,
it is the aim of the Commission to roll out the



initiatives to a larger number of countries

based on experience and best practices.

Each of the initiatives will be developed in ac-
cordance with the key principles of aid effec-
tiveness, including strong national owner-
ship, alignment with country policies and
systems, harmonisation with other develop-
ment partners, and capacity development of
African organisations and institutions, espe-
cially within the private sector. The focus will
be on tangible results.

The initiatives will mainstream and bench-
mark gender equality as a key priority. Other
issues, such as the need for participating and
implementing organisations and beneficiaries
to tackle the HIV/AIDS pandemic and envi-
ronmental concerns will be taken into account
in line with national policies.

The Secretariat of the Africa Commission, in
close collaboration with the implementing
partners, African governments and key stake-
holders, will further develop and consolidate
the initiatives. In order to ensure African own-
ership, quality assurance, monitoring and
evaluation of the five initiatives will be an-
chored within the African Union Commission.



The Five
Initiatives
in Detail
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Background

African countries must become more competi-
tive if they are to benefit from globalisation. The
key challenges are to identify the main con-
straints to competitiveness, devise the neces-
sary reforms, and then implement them in ac-
cordance with international standards and the
particular characteristics of each country.

The World Economic Forum’s Global Competi-
tiveness Index that benchmarks countries’ com-
petitiveness is a relevant tool for this purpose. It
defines competitiveness as the set of institu-
tions, policies and factors that determine the
level of productivity of an economy. The Global
Competitiveness Report provides a unique
benchmarkingtoolforbusinesses, in developing
strategies and guiding investment decisions;
and for governments and the private sector, in
identifying obstaclesto economic growthand as-
sistingin the design of better economic policies.

Objective

The objectives are to:
Increase, sustain and improve the coverage
of African countries in the Global Competi-
tiveness Index and related benchmarking
reports, including the Africa Competitive-
ness Report, for a period of minimum five
years
Facilitate follow-up of the Global Competi-
tiveness Index analyses and ensure dissemi-
nation and advocacy of the index at country
level
Ensure follow-up and pressure for reform at
the highest level through the African Union
Commission

The need to improve competitiveness will be
kept high on the African agenda to foster policy
dialogue and reforms at the country level.

Strategic approach

The World Economic Forum has analysed the
competitiveness of African countries since the
early 1990s and has produced regional reports
on the competitiveness of Africa for over a de-
cade. The World Economic Forum’s competitive-
ness work uses data from the Forum’s Executive
Opinion Survey. The Executive Opinion Survey
meets the need for up-to-date and far-reaching
data, providing valuable qualitative information
for which hard data sources are scarce or non-
existent. It complements the hard data derived
from various international sources, such as the
World Bank’s “Doing Business” report. The data
gathered thus provides a unique source of in-
sight and a qualitative portrait of each nation’s
economic and business environment, and how
it compares with the situation in other coun-
tries.

The feasibility and relevance of increasing the
number of indicators that are youth-, gender-
and agriculture-specific will be explored for in-
clusion in the 2010 Executive Opinion Survey,
taking into account the importance of agricul-
ture in many African countries.

Governments around the world already pay
close attention to the annually-released Global
Competitiveness Index results and use them to
track progress over time. The World Economic
Forum will disseminate the findings of the re-
port and facilitate a system for following-up on
the findings nationally or regionally to enhance
reform processes. This will help develop struc-
tures that would enable not only debates on the
necessary reforms, but also permit African gov-
ernments and other stakeholders to analyse the
data and use these findings to develop a sub-
stantive reform agenda. This initiative will help
facilitate the outreach of the Global Competi-

tiveness Index and link-up with existing institu-
tions and processes at the national level.

Over the next five years, this initiative will se-
cure the inclusion of an increasing number of
countries in the Global Competitiveness Index.

Activities

Activities will include:
Data collection and analysis by the World
Economic Forum and partner institutions in
African countries
Outreach and dissemination of the results of
the Global Competitiveness Report at re-
gional meetings and in African countries to
achieve maximum policy impact. The African
Union will play a key role in this process. An
economist from the World Economic Forum’s
Global Competitiveness Network will attend
workshops in selected countries each year
to present the findings to a private-public
stakeholder gathering
In selected countries, further country-speci-
fic analytical work will be undertaken to in-
form policy dialogue between government,
the private sector, labour market organisa-
tions and civil society. Where appropriate,
this will be achieved via mechanisms that
facilitate the dissemination and sharing of
good practices. Such mechanisms, existing
or newly established, will be tasked with
drawing up national action plans
Support for the development of modalities
for a possible competitiveness review mech-
anism integrated into the existing African
Peer Review Mechanism

Expected output
The initiative is expected to produce the follow-
ing output over the next five years.

Launch of reports at regional meetings



REALISING THE POTENTIAL OF AFRICA’S YOUTH - REPORT OF THE AFRICA COMMISSION

2009 2010 2011 2012 2013
Existing countries maintained in the 31 32 36 38 38
Global Competitiveness Index
New countries included in the 1 4 2
Global Competitiveness Index
Existing + new countries 32 36 38

©  Four to five workshops will be held in select-
ed African countries, including leaders from
business, government and civil society, with
a goal of initiating a process of review and
policy reform for improved competitiveness

© Additional policy research carried out in a
number of selected countries which have in-
fluenced and contributed proposals for poli-
cy reforms

© A competitiveness review mechanism inte-
grated into the existing African Peer Review
Mechanism

These activities should put competitiveness
higher on the agendas of the target countries
and spur debate among policy makers, media,
the private sector and other stakeholders. The
results are expected to include better policies
and more competitive African economies that
will have moved higher up on the Global Com-
petitiveness Index.

Setup (management and organisation)

The World Economic Forum will be responsible
for: Data collection; writing the report; launch-
ing the Global Competitiveness Report globally
and the Africa Competitiveness Report at re-
gional meetings; and participating in the na-
tional-level launching workshops.

The African Union Commission will be respon-
sible for activities at the Pan-African level.

An African partner policy research organisation
with the relevant capacity will be engaged to
prepare and organise the national-level work-
shops and facilitate follow-up in a number of
selected countries.

Overall budget
A tentative budget for this initiative is estimated
at USD 2.7 million for five years.

PROCESS ACTION PLAN

10 June
2009:

Sep 2009:

Sep 2009 —
April 2010:

Aug 2010:

Sep 2010:

Sep 2010 —

April 2011:

Sep 2011:

Sep 2011 -
April 2012:

Sep 2012:

Sep 2012 -
April 2013:

Sep 2013:

Sep 2013 -
April 2014:

World Economic Forum Africa
meeting in Cape Town. Initiative
communicated to the high-level
multi-stakeholder audience

Global Competitiveness
Report 2009-2010 published

Four to five country-level work-
shops and presentation of the
Global Competitiveness Index
results to the AU Heads of State
to build support for the project

World Economic Forum/Africa
Commission report published
analysing the details of the Afri-

ca results in the Global Competi-

tiveness Index (for presentation
at the UN MDG review confer-
ence)

Global Competitiveness Report
2010/2011 published

Four to five country-level work-
shops

Global Competitiveness Report
2011/2012 published

Four to five country-level work-
shops

Global Competitiveness Report
2012/2013 published

Four to five country-level work-
shops

Global Competitiveness Report

2013/2014 published

Four to five country-level work-
shops

63



Background

Small and medium-sized enterprises (SMEsY,
including commercially-oriented farms, have a
largely unexploited capacity for growth and em-
ployment. Access to external finance for invest-
ment is very low for SMEs, as is the capacity for
SME-banking in the financial sector and SMEs’
business management capacity.

There is a need to develop financial markets to
help address these constraints. This initiative
will set up an Africa Guarantee Fund (AGF) to
provide guarantees to financial institutions for
SME-investment lending and capacity develop-
ment in financial institutions and SMEs.

Objective

The overall objective is:
Access to investment finance for SMEs signifi-
cantly increased within five years

The AGF will mobilise significant financial re-
sources for SMEs. A guarantee capital of USD
500 million with a leverage of three times, and
risk sharing coverage of 50 percent, would mo-
bilise some USD 3 billion of loans and some
USD 20 billion of SME investment (1.5 percent
of GDP in Africa). This will help secure and cre-
ate millions of productive and better jobs in Af-
rica. The AGF will help deepen the financial mar-
kets in African countries as banks increase the
scope of business to include SMEs, which thus
far have been largely “unbanked”.

Strategic approach
Guarantees to financial institutions will only be

provided on the basis of assessed capacity de-
velopment needs of the institutions and SMEs.
Where such assessments identify needs, capac-
ity development will be supported.

The AGF will be managed according to market
principles and generate appropriate returns on
its resources in order to achieve self-sustain-
ability and attract investors. The aim is to
achieve a AAA or AA+ rating.

The target group will be growth-oriented SMEs
in a wide array of business activities. A special
focus will be given to agricultural value chains
in countries where their commercial potential
has been identified.

In relation to each guarantee agreement and ca-
pacity development agreement, the AGF will
mainstream gender equality. Ambitious but re-
alistic targets will be set for female entrepre-
neurs and employees benefiting from the initia-
tive. The need for gender-specific capacity
development in financial institutions and SMEs
will be addressed. The AGF will also set realistic
targets for young entrepreneurs and young em-
ployees.

The guarantee coverage will generally be set at
no more than 5o percent.

It is envisaged that the AGF will be rolled out in
five to six countries in Africa within the first two
years and gradually expand coverage, adding
two to four new countries per year. The selec-
tion criteria will try to balance: Geography (all
regions in Africa included); level of develop-
ment in selected countries (ranging from the
poorest, post-conflict countries to more pros-
perous countries); population size; and poten-
tial impact of the interventions. These criteria

will need to be further developed by the part-
ners in the initiative.

The AGF will increase aid effectiveness. It will be
able to leverage funds, which will result in more
guarantee agreements (compared to bilateral
guarantees provided by development partners)
and more lending to SMEs. Furthermore, the
AGF could help rationalise aid activities to the
extent that bilateral development partners will
cease doing bilateral guarantees.

Activities

The initiative will provide guarantees and ca-
pacity development support to financial institu-
tions and SMEs.

Partial portfolio guarantees for financial insti-
tutions in African countries that increase lend-
ing for SME investment. Counter guarantees
could also be considered

Institutional (portable) guarantees. These
could be in the form of: A credit line from a
bank to a micro-finance institution; the pur-
chase of bonds by institutional investors such
as pension funds that are issued by a bank to
raise longer-term finance for SME invest-
ments; or other innovative schemes such as
equity funds

A combination, e.g. institutional guarantee to
help a bank raise long-term capital for SME-
lending and portfolio guarantees in connec-
tion with SME-loans

Guarantees will be issued in compliance with the
legal requirements of Basel Il and as a first liabil-
ity. The AGF will be designed and operated to
(potentially) achieve a triple-A rating in order to
attract a zero percent risk-weight on SME loans
provided by financial institutions working with



the AGF. For financial institutions the advantage
is that a guarantee from a highly-rated AGF will
allow an expansion of credit with limited or no
need to set aside regulatory capital.

Capacity development services will be applied
in connection with the guarantees but managed
separately.

Support will be provided for gender-specific
needs assessment and the development and
implementation of capacity development action
plans in financial institutions that make guaran-
tee deals with the AGF. Financial institutions will
increase their capacity to appraise and manage
SME portfolios. The AGF will provide assistance
grants but it is envisaged that the financial insti-
tutions will cover most of the costs.

Support will be provided to identify gender-spe-
cific needs and develop and implement action
plans to help participating SMEs improve their
business management skills (accounting, bud-
geting, planning, marketing etc.). This would
include support to develop and manage busi-
ness plans but could also include other services
specific to the enterprise, e.g. related to tech-
nology or occupational health. The need for
SME capacity building will be assessed and de-
termined in conjunction with the guarantee
agreement. For individual enterprises the needs
will be determined in conjunction with the fi-
nancial institution’s appraisal of the SMEs.
SMEs would bear most of the capacity develop-
ment costs.

The capacity development of SMEs will be man-
aged by an existing organisation with an Africa-
wide network and experience in the area, but

will be implemented through existing local ser-
vice providers.

Expected output

Output will include:
A number of SMEs receiving investment loans
to increase business management capacity
A number of financial institutions with in-
creased and well-performing SME-portfolios,
with increased capacity to appraise SMEs and
strategies for further developing their SME-
engagement
More funds raised by financial markets for
SME investment

Setup (management and organisation)

The AGF will (preferably) be set up as a legally
separate entity. The majority of its capital will be
provided by multilateral and bilateral develop-
ment partners. Other shareholders could com-
prise private financial institutions and develop-
ment finance institutions.

The AGF will manage both the guarantees and
the capacity development of financial institu-
tions. The guarantee business will be separated
from capacity development of financial institu-
tions.

Another existing organisation will manage the
capacity development of SMEs. There will be
close coordination between the AGF and the or-
ganisation to ensure that capacity development
of SMEs will be done in accordance with all
guarantee agreements.

Overall budget

The overall budget for the AGF is estimated over
a five-year period to be USD 500 million, ap-
proximately 10 percent of which will be for ca-
pacity development.



Background

By 2010 Sub-Saharan Africa will be the “young-
est” region in the world. Taking into account the
limited absorptive capacity of existing formal
labour markets in Africa, the promotion of youth
entrepreneurship is one of the few feasible op-
tions to stimulate the demand side of the labour
market and create employment opportunities,
both in the informal and formal sector.

This initiative builds on developed and tested
methodologies and support services of the In-
ternational Labour Organisation (ILO) and the
Youth Employment Network (YEN, a partnership
of UN, ILO, and World Bank). The initiative aims
at scaling up YEN and ILO activities in alignment
with national policies and priorities.

Objective

The objective of the entrepreneurship initiative

is:
To contribute to the creation of decent work
for young Africans, both as a means of self-
employment and as job creation for others

The initiative will help create thousands of jobs,
and if successful make a contribution to the de-
velopment of more effective policiesandinterven-
tions in support of entrepreneurship in Africa.

Strategic approach

The initiative takes the following strategic ap-

proach:
Building on existing and tested entrepre-
neurship development tools and a local net-
work of trainers: The initiative will rely on an
existing regional network of ILO master
trainers in entrepreneurship who are li-
censed to train local trainers
Offering packages of assistance: The entre-
preneurship training will be complemented

by advisory services, mentorships, as well
as access to finance and technology. In order
to ensure that assistance is demand-driven
and sustainable, training needs will be iden-
tified based on market analysis and value
chain approaches

Developing the market for business servic-
es: All enterprise support services will be
provided through existing local service pro-
viders, such as business associations and
private consultancy firms. These organisa-
tions will receive support to become effec-
tive training providers. They will charge fees
to clients, potential young entrepreneurs,
from the start of the initiative. The multiple
partner structure enhances competition
among training providers and enhances the
sustainability of the initiative

Facilitating youth participation: Youth will
be encouraged to contribute to the initiative.
A competitive grant scheme will invite youth-
led organisations to submit innovative pro-
jects on entrepreneurship promotion. Based
on the findings of programme evaluations
and youth business climate surveys, training
will be given to youth organisations on how
to do evidence-based advocacy on youth
employment

Making synergies work: Cross-country coop-
eration of policy makers and training provid-
ers will facilitate sharing of good practices in
youth entrepreneurship

Targeting different groups of young people:
In order to reach out to a large number of
potential and existing youth entrepreneurs,
it is essential to target necessity-driven
youth entrepreneurs, such as “survivalist
start-ups” in the informal sector, as well as
opportunity-driven SMEs with high potential
for creating additional employment in the
formal sector

Adopting a regional focus: In order to maxi-
mise the impact of the initiative, it will be
launched initially in three countries. The cri-
teria for selection, which will need to be fur-
ther elaborated, might include whether the
countries prioritise youth employment, and
are willing to set up or have in place national
structures that could manage the activities

Activities

The initiative will operate with the following ac-

tivities:
Training and assisting entrepreneurs: Local
providers will offer training and complemen-
tary support services to young menand wom-
enin both rural and urban areas. Well-tested
entrepreneur training products used by the
local providers are ILO’s “Generate your busi-
ness idea”, “Start Your Business”, “Improve
Your Business”, “Expand Your Business” and
“GET Ahead for Women in Enterprise”, which
have been used in some ninety countries
world-wide and are available in Swahili
Embedding entrepreneurship education in
the school system: Entrepreneurship educa-
tion courses will become an integral part of
the teaching in schools, vocational training
institutions, and in higher education. The
main product will be the ILO’s “Know About
Business” being used in the education sys-
tems of thirty-five developing countries.
Since the late 90s, more than half a million
students have received such entrepreneur-
ship education
Running business plan competitions as a tool
to promote an enterprise culture and to iden-
tify growth-oriented young entrepreneurs
Access to finance for young entrepreneurs: Ac-
cessto finance for smallstart-upsin both urban
and rural areas will preferably, be provided
through existing micro-finance institutions



Strengthening evidence-based advocacy:

(i) Evaluation of results: Support to under-
take impact assessments comparing the
results of programme participants with
comparison groups of youth that do not
participate. Results will be shared
through the world-wide youth employ-
ment inventory of the World Bank, which
provides empirical data for policy mak-
ers on the effectiveness of youth em-
ployment programmes set up with finan-
cial support from YEN

(i) Youth Business Climate Surveys: These
surveys will show what the specific barri-
ers are for youth entrepreneurs and what
they think about the support pro-
grammes available. The initiative will
support dissemination of the results of
the youth business climate surveys
through meetings with policy makers
and via mass media.

(i) Youth Capacity Development: The initia-
tive will strengthen youth groups to be-
come stronger advocates for youth en-
trepreneurship

Youth Opportunities Fund: A competitive

grant scheme for youth-led organisations on

youth entrepreneurship will be launched,
targeting intermediaries like youth NGOs.

The best projects will receive an award in the

form of a grant to help bring their projects to

fruition. The fund is a tool to identify innova-
tions and to facilitate youth participation.

This component can build on a similar fund

run by YEN for youth NGOs in West Africa

Expected output
550,000 in-school youth will receive entre-
preneurship education
80,000 out-of-school youth will get entre-
preneurship training and support

40,000 new jobs will have been created and
20,000 new businesses will have started

Setup (management and organisation)

The ILO and YEN will be responsible for the over-
all coordination and effective implementation of
the initiative. ILO will run the activities 1 to 4,
while YEN will manage activities 5 and 6.

In order to maximise outreach, the initiative will
have a multiple-partner structure working with
the following groups of local organisations:
private consultancy firms and training pro-
viders
chambers of commerce, employers’ federa-
tions, and sectoral business associations
youth NGOs
government training and business promo-
tion agencies and universities
commercial banks, micro-finance institutions

Other important key stakeholders to cooperate
with are:
mass media, especially for the business plan
competitions
private companies in their role as sponsors
and mentors
national governments, especially labour and
employment ministries, and regional bodies,
such as the East Africa Community, to exer-
cise an advocacy role.

Overall budget

It is expected that the overall budget of the ini-
tiative will amount to USD 4o million, out of
which 10 million would be reserved for access to
finance and possibly sponsored outside the ini-
tiative. The lead agencies of the initiative are
committed to raise additional funding from oth-
er public and private stakeholders.



Background

The energy initiative, which will be launched
with the African Development Bank, will stimu-
late and expand the emerging energy market in
Africa for SMEs, both as producers, distributors,
suppliers and consumers of climate-friendly en-
ergy. It will build upon positive experiences with
decentralised and renewable energy systems in
Africa, where technologies are becoming in-
creasingly reliable, affordable and profitable.

Objective

The objective is increased production of and ac-
cess to sustainable energy services, primarily in
rural and peri-urban communities, through a
market-based approach. This will help acceler-
ate economic growth, job creation and entrepre-
neurship in SMEs.

A high participation of women entrepreneurs is
expected. In addition, the work load and health
hazards for women and children related to the
use of wood for cooking fuel will be reduced.

The long-term target is a significant increase in
the number of businesses, institutions and
households with improved access to and more
efficient use of both modern and traditional
forms of energy. A quantitative target will be es-
tablished on the basis of the indicative budget.

Strategic approach

The initiative applies an innovative, private sec-
tor approach to providing access to energy ser-
vices, based on local and sustainable energy
resources.

Among the key features of this approach are:
Focus on economic growth, business innova-
tion and job creation through the involvement
of SMEs in the provision of energy services, as

well as on adding value through productive
use of energy

Stimulating the local energy market, e.g.
through support to enabling frameworks and
a dialogue between energy producers and en-
ergy consumers at the local level (producer-
consumer dialogue)

Involvement of financial institutions and in-
vestors to help reduce both real and perceived
risks and thus increase access to financing
Implementation through African institutions
to strengthen ownership, build capacity and
ensure sustainability

Apart from delivering on the ground, the initia-
tive will contribute to political objectives at dif-
ferent levels, including national development
policies and plans, the priorities of the African
Union and the Regional Economic Communities,
the Africa-EU Energy Partnership, and the UN
Framework Convention on Climate Change. The
initiative contributes to policy discussions and
specific actions within the Africa-EU Energy
Partnership and is open to other development
partners, including the private sector.

The initiative will be designed as a set of na-
tional projects, building on national policies
and strategies and implemented in alignment
with government, civil society and private sec-
tor institutions.

This approach will maintain the continental
scope of the initiative while at the same time
ensure ownership and alignment to national pri-
orities. Activities will be tailored to the specific
circumstances of each country/area of interven-
tion.

Action will be based on best practice and expe-
riences from Africa and abroad. A phased ap-

proach may have to be applied, to ensure that
the appropriate capacity and frameworks are in
place prior to specific investments.

The initiative will be launched in three to five
countries. Among specific criteria for selection
of start-up countries are:
A political commitment to improve sustainable
energy access and facilitate private sector/
SME participation in the energy sector
Abusiness/SME community with interestin pro-
viding energy services to under-served areas
Financial institutions that can be a channel for
providing financial resources for decentralised
energy investment by SMEs
Energy resource centres, or other institutions,
that can help build the capacity of local actors
and provide policy input
Options for partnerships with national, bilat-
eral and multilateral organisations and insti-
tutions for mobilising additional financing
from local and international sources

Activities

The energy initiative will strengthen the market
fordecentralised, renewable energy solutions by
taking action in three areas: Policy advice/advo-
cacy, capacity development and investment.

Support governments to strengthen the market
for decentralised and renewable energy sys-
tems, e.g. through appropriate policies, regula-
tory frameworks and incentives. This can com-
prise:

Enabling private production, distribution and
sale of electricity, e.g. on a local grid. This can
include micro-deregulation to reduce the ad-
ministrative burden on sustainable energy
SMEs



Facilitating grid connection of decentralised
electricity production based e.g. on hydro, wind
or biomass, including power purchase agree-
ments and feed-in tariffs

Sharing of knowledge and successful practic-
es among African countries, regional organi-
sations and other stakeholders to allow test-
ing and verification of various policy options
Active outreach via printed and electronic me-
dia, at the local, national and regional levels

Besides stimulating the market for decentra-
lised energy services, these actions will contri-
bute to good governance in the energy sector.

Help local stakeholders to identify capacity de-

velopment needs as well as formulate and im-

plement plans. This can include:
Stimulate the energy market at the local level
in collaboration with local authorities, the lo-
cal business community, community-based
organisations and civil society. This can in-
clude creating awareness among consumers
on the potential benefits of improved energy
access and more efficient use of energy
Strengthen SMEs through technical and man-
agement training as well as expert assistance
to develop “bankable” investment projects,
including sustainable revenue collection and
operational/maintenance systems, and im-
prove access to know-how, technologies,
technology transfer, markets and potential ex-
ternal business partners
Strengthen financial institutions’ ability to:
Appraise decentralised energy projects; in-
crease their knowledge of the energy busi-
ness; and create incentives for increased fi-
nancing of decentralised energy production,
distribution and consumption. This includes
bundling smaller projects into larger projects

that can be financed by larger banks
Facilitate public-private partnerships in ener-
gy service delivery, e.g. through concessions,
service contracts and the like

Facilitate financing of decentralised energy in-
vestment projects by SMEs and by e.g. local
authorities, where SMEs play an important role
in implementation. The modalities for the in-
vestment support will be tailored to the benefi-
ciary country and developed in close collabora-
tion with national financial institutions, such as
banks, agricultural credit organisations or rural
energy funds. They might comprise:

Credit lines

Guarantee schemes

Soft loans

Equity

Grant money will be used primarily to reduce
risks, leverage additional investment and en-
sure affordability. Options for financing from
the Clean Development Mechanism, and instru-
ments under a post-COP15 climate-funding ar-
chitecture, will be considered as part of the fi-
nancing package.

Expected output
An overall target for the initiative will be estab-
lished on the basis of the indicative budget. In
each of the beneficiary countries the initiative
will, as part of a country action plan, establish
specific targets and indicators for measuring
output and achievements. The indicators in-
clude:
Number of businesses, households, schools,
health centres and other consumers with im-
proved energy access
Number of enterprises and entrepreneurs ac-
tive in energy service provision from decentra-



lised energy sources, including installation,

operation and maintenance. The indicators
will be gender-specific

Number of enterprises and entrepreneurs that
have added value to their products due to im-
proved access to energy. The indicators will be
gender-specific

Number of jobs created, including for young
and female employees, in energy provision
and productive end-use

Setup (management and organisation)

A small steering group or advisory committee,
comprising the right mix of expertise from the
private and public sector, will guide the overall
implementation of the initiative.

In each country, the initiative will be managed
by a relevant institution — or set of institutions
—with a view to ensuring aid effectiveness. This
could, e.g. be a national or regional energy re-
source centre.

The investment support will be channeled from
the implementing institution through financial
institutions, such as banks, rural credit organi-
sations, rural energy funds and the like.

A national reference group with representatives
from government, targeted SME associations,
civil society and key development partners
could be established to guide national imple-
mentation, to ensure coherence and to exploit
synergies with other initiatives, e.g. by other de-
velopment partners, development financing in-
stitutions and the private sector.

Overall budget

An indicative budget for implementing the ini-
tiative over five years, starting up in three to five
countries and including additional countries af-
ter two years, would be USD 150-200 million.



The initiative on post-primary education and re-
search consists of two distinct tracks.

Background

Technical and vocational skills are crucial for en-
hancing competitiveness and decent work. De-
spite the fact that training in the informal sector
is the primary avenue through which young
people can acquire technical and occupational
know-how, it has, to a certain extent, been ne-
glected. The initiative will develop technical and
vocational skills development (TVSD) interven-
tions in the informal sector in two areas: Rural
community-based TVSD linked to economic op-
portunities; and apprenticeship systems, pre-
dominantly in urban areas.

Objective

The objective of the TVSD Initiative is to equip
more young women and men in the informal
economy with skills that will improve their em-
ployability in more productive and decent
work.

It is the aim that more than 50,000 young peo-
ple will benefit directly or indirectly from im-
proved skills and employment through this ini-
tiative.

Strategic approach

The initiative will build on existing positive ex-
periences and prior assessments of needs and
capabilities (where available).

The initiative will be aligned with national poli-
cies and strategies and local and national insti-
tutions. It will only be pursued in countries
where it forms part of a national strategy or ef-
fort for technical and vocational skills develop-
ment. Implementation will take place through
national organisations with relevant mandates,
and support for capacity development will be
provided.

The initiative will be demand-driven. As such,
the private sector (including the social partners,
i.e. employers and employees) will have key
roles in the implementation arrangements at
country level to ensure that training is focused
on skills that are needed. Sustainability would
be fostered through capacity development by
facilitating institutional linkages and networks
with social partners, businesses, non-govern-
mental organisations, and national and local
government agencies.

The initiative will take account of the numerous
lessons learned, reviews and evaluations of
programmes within this field.2

Lessons learned will be documented and
shared, preferably through a regional organisa-

tion.

Gender equality will be mainstreamed, for ex-
ample in terms of beneficiaries and vocations,
with a view to ensure that women and men ben-
efit equally.

The feasibility of developing certification of

knowledge and competencies that can be util-
ised across borders will be studied.

The initiative will be launched initially in two to
three countries in West Africa. Criteria for selec-
tion will be developed further, but might include
the extent of regional collaboration (sharing les-
sons, certification), level of need and national
policies as well as experience.

Activities

Activities would include:
Selection of rural communities in line with
national policies
Establishment of committees of stakehold-
ers in the communities, including the private
sector, local and national government, wom-
en, etc. These will build on existing struc-
tures to the extent that they exist in local
and national contexts
Identification by stakeholders of local em-
ployment and income-generating opportuni-
ties and of skills gaps to be filled to exploit
opportunities, e.g. related to agricultural
value chains
Design and delivery of appropriate training
and post-training support, preferably
through existing training providers in the
private and public sector. The initiative will
support capacity development of the local
training providers. Training could include
entrepreneurship for self-employment
Monitoring and documentation of lessons
learned to inform national policies and share
experience between countries and commu-
nities

Informal apprenticeships are self-regulating
and self-financing knowledge systems embed-



ded in local contexts. Building on these appren-
ticeships, the initiative will enhance the quality
and relevance of training, improve employability
and productivity of apprentices, and strengthen
incentives for master craftspersons and young
people to participate in apprenticeships. The
details of the activities need to be defined, but
could include:
Work with central and local government, for-
mal and non-formal training institutions,
small business and sector associations and
informal businesses to assess apprentice-
ship systems and prospects for private sec-
tor development, and identify constraints
and opportunities in terms of skills acquisi-
tion and decent work outcomes
Assess training needs and design of inter-
ventions as part of national strategies/ef-
fort, including coordination of informal ap-
prenticeships within the formal schooling
system and the formal training system, and
of co-financing arrangements
Collaboration with education providers,
youth groups, NGOs and micro-finance insti-
tutions will open apprenticeships to greater
numbers of young people and will smooth
the transition from school to apprenticeships
and from apprenticeship to employment
Setting-up certification of training, monitor-
ing quality and ensuring recognition of ac-
quired skills
Monitoring and documentation of lessons
learned to inform national policies and share
experience between countries and commu-
nities

Expected output

Under the assumption of an USD 18 million in-
vestment, the initiative would include the fol-
lowing results:

10,000 young women and men will benefit
from the community-based TVSD

3,000 master craftspersons will be trained in
technical, core, business and pedagogical
skills and the rights of apprentices to decent
work

6,000 apprentices will benefit from the im-
proved training by their master craftsperson
50,000 apprentices will be reached through
shorter formal or non-formal training cours-
es in a variety of skills to increase their em-
ployability

10,000 graduate apprentices, skilled work-
ers and master craftspersons will benefit
from the improved recognition of their skills
through skills assessment and certification

Setup (management and organisation)

The programme will be implemented as part of
the national policy implementation and in the
selected countries be aligned to the national
structures, e.g. Ministry/Authority responsible
for TVSD and local government authorities.

Overall budget

A budget frame for the start-up phase (three to
five years) is USD 18 million in two to three
countries.



Background

This initiative will help develop sustainable ca-
pacity for innovation and for high-quality tertia-
ry education in support of national and regional
agricultural policies and development, includ-
ing AU-NEPAD’s CAADP.?

Objective

The objective of the initiative is to promote in-
novation and entrepreneurship by increasing
and strengthening collaboration between uni-
versities, research institutions and the private
sector. Closer collaboration between higher
education, research and the private sector re-
quires additional and a different capacity at uni-
versities. Supporting development of this ca-
pacity will therefore be a priority.

Strategic approach

Criteria for allocating support will include:
Sustainability of results in terms of capacity
developed within agriculture including natu-
ral resource management
Gender balance in terms of beneficiaries
Incentives to retain qualified staff and help
recruit from the African Diaspora.
The relevance of the proposal for fostering in-
novation and competitiveness along whole
agricultural value chains to create sustainable

growth, jobs for youths and reduce poverty
The depth, quality and contextual appropri-
ateness of proposed changes in curricula
and in teaching and learning methods and
demonstrable feedback links with agricul-
tural value chain actors to ensure suitability
Improving linkages between education, re-
search and business in teaching and re-
search, with a view to strengthening educa-
tion, research and innovation

Care will be taken to ensure that poorly-re-
sourced universities are not excluded

The activities must be part of comprehen-
sive strategies for adopting value chain ap-
proaches

Research partnerships will be eligible but
they must support education programmes
Collaboration with African and non-African
institutions in other countries and regions
Arrangements for networking or twinning
with international centres of excellence
Proposals to include arrangements for moni-
toring, evaluation and learning

Sound governance of the institutions or pro-
grammes to be supported and strengthened
Grants will be made on a competitiveness
basis

Proposals must have co-funding from two or
more sources

There will be a need to raise awareness and
market the facility on the internet, at existing
forums, workshops at national level, and so on.
The facility will initially be restricted to institu-
tions in a limited number of countries (three to
five) depending on the available funding and
the need to ensure that an effective and effi-
cient programme is developed.

Grants would probably be in the range of USD
2 million over three to five years, possibly in-

cluding support for the formulation of full pro-
posals, based on the submission of concept
notes for initial selection. In order to ensure
dissemination and exchange of lessons learned
from the institutes receiving the grants, an ex-
isting successful network will be supported or,

if necessary, a new one established.

Activities
The initiative will take action within three areas:

Support will be provided to encourage and fa-
cilitate innovation in the private sector through
establishing better linkages between universi-
ties, research and agro-businesses in address-
ing constraints and opportunities in agricultural
value chains.

Activities will include:

Development and implementation of pro-
grammes for collaboration between univer-
sities, research institutions and the private
sector that foster innovation, for example by
supporting collaboration with existing busi-
nesses in research, facilitating business
start-ups by graduates through establishing
“innovation camps” at universities, or en-
abling universities to link-up with business-
es in local communities and at national or
regional levels. It is envisaged that this will
involve holistic packages of supporting mea-
sures including assistance with the initial
concept, financing, business skills, mentor-
ing and access to knowledge and tools for
self-learning; and support to inter-disciplin-
ary and multi-agency research teams that
include students, farmers and rural commu-
nities in action-oriented research and devel-
opment projects

Engaging universities in agricultural devel-



opment and, together with the CAADP, new
thinking, and for investment in improved fa-
cilities

A number of PhD fellowship grants (gender-
balanced) on topics that emphasise: Innova-
tive problem-solving relevant to the needs of
the rural poor; climate change mitigation;
and sustainable economic growth

Support will be provided to enable universities
to engage with research institutions and the pri-
vate sector in developing improved, up-to-date
and contextually relevant teaching and learning
approaches, and resources for graduate and
postgraduate programmes.

Activities will include:
Three-way university-research-business en-
gagement in revising curricula
Development and implementation of im-
proved open access teaching and learning
resources for undergraduate and postgradu-
ate programmes with the emphasis on:
Problem-based learning; practical and expe-
riential training with internships; agro-busi-
ness; analytical skills; systems skills for
teamwork relating to diverse stakeholders;
and managing interdisciplinary and multi-
institutional programmes that address
emerging issues such as climate change,
water scarcity and energy
There will be provision for PhD training with
focus on strengthening understanding of
and improving African agricultural value
chains and innovation systems. These will
be designed to strengthen the capacity of
less well-resourced universities and women
candidates in particular
The available resources will be leveraged

through participation in Erasmus Mundus
and other schemes in association with the
Network of European Agricultural (tropically
and sub-tropically oriented) Universities and
ScientificComplexesRelated with Agricultural
Development (NATURA) and other networks

Support will be provided to further develop and
sustain one or more successful tertiary agricul-
tural educational networks to extend collabora-
tion beyond the member universities them-
selves. This will enable them to collaborate with
agricultural research institutions and private
enterprise firms.

Activities will include:
Strengthening a successful tertiary agricul-
tural education network to facilitate the ex-
change of experiences and dissemination of
knowledge. The aim is to promote change
and sensitise recipients to the need for
change and innovation
Sharing of human and physical resources to
build critical mass in quantity and range of
capacities to address critical issues, includ-
ing improving teaching and learning and ca-
pacity to respond to challenges emerging
from climate change and globalisation
Documenting experience and the impact of
the supported programmes and exchanging
lessons learned

Expected output

Output will include contextually appropriate
education programmes at universities for BSc
and MSc, based on modernised curricula and
taking full advantage of e-learning and web-
based teaching resources; more research pro-
grammes in collaboration with farmers and agro-



business; increased use of research at farms and

in agro-business; and greater contributions by
universities, research institutes and private en-
terprises to African agricultural development.
The integrated education-research-business tri-
ad will create feedback loops that will enrich
each other and produce more relevant gradu-
ates who are able to start enterprises on their
own and create employment and economic
growth. These actions will encourage more Afri-
can students to apply for agricultural courses as
their first rather than, as at present, their last
choice. It will also increase the number of gradu-
ates that become entrepreneurs which will be
economically beneficial: Evidence shows that
when graduates start their own business they
employ more people than non-graduates do.

Setup (management and organisation)
The facility will be managed by the FARA under
agreement with the African Union Commission.

The board of FARA, which is comprised, amongst
others, of representatives of the four African
Sub-Regional Organisations for agricultural re-
search, farmers’ organisations, and the Pan Afri-
can Agro-business Consortium will be responsi-
ble for the overall strategies of the facility. The
Programme Sub-Committee of FARA’s Executive
Board, supplemented with a few relevant ex-
perts, will receive progress reports, approve
work plans and decide on grant allocations
based on competitive applications. To ensure
quality assessments of the grant applications,
the Programme Sub-Committee’s decisions will
be informed by a peer-review mechanism, involv-
ing experts drawn from Africa and other regions.

Overall budget

A minimum budget of USD 20 million is envis-
aged.The funds will be provided by development
partners (bilateral development partners, inter-
national organisations) and philanthropic funds.
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The Africa Commission’s Five
International Initiatives

) Benchmarking African Competitiveness

The Africa Commission, in partnership with the World Economic
Forum and the African Union, will ensure coverage of a significant
and increasing number of African countries in the World Economic
Forum’s Global Competitiveness Index, and encourage policy
impact through measures to engage business and government
leaders in a results-based dialogue on the required reforms.

©) Access to investment finance for small and

medium-sized enterprises (SMEs)

The Africa Commission will develop an African Guarantee Fund

in partnership with the African Development Bank to foster the
growth of financial resources available for the investment needs
of small and medium-sized enterprises and for capacity develop-
ment of financial institutions. Furthermore, the Commission will
launch a complementary facility for enterprises to improve their
business management and technical skills in order to gain access
to investment finance.

() Unleashing African Entrepreneurship

The Africa Commission will together with the International Labour
Organisation develop packages of assistance to young existing
and would-be entrepreneurs, complementing entrepreneurship
training with advisory services, mentorship, and access to finance
for both rural and urban entrepreneurs. In order to strengthen the
sustainability of this initiative, all enterprise support services will

be offered through existing local providers, like business associa-
tions, youth-led organisations, private consultancies and training
providers, or public agencies.

e Access to Sustainable Energy

Together with the African Development Bank the Africa Com-
mission will address the African energy deficit. The initiative

will stimulate and expand the emerging market for sustainable
energy, primarily in rural areas, by strengthening the role of small
and medium-sized enterprises in delivery and productive use

of energy from local and renewable energy sources. It will build
upon positive experiences with decentralised energy systems in
Africa and contribute to the Africa-EU Energy Partnership.

O Promoting Post-Primary Education and Research

The Africa Commission will launch an initiative along two tracks.
The first track will promote innovative ways to expand technical
and vocational skills development, focusing on out-of-school
youth by upgrading existing apprenticeships and developing
demand-driven technical and vocational training in under-served
rural communities. The second track links university educa-
tion, research and private sector development in sustainable
agriculture and agro-business to increase the business skills of
graduates and promote innovation with a special focus on value
chains. This track will be implemented in partnership with the
African Union Commission through its agreement with the Forum
for Agricultural Research in Africa.
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