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Abstract

Africa’s countries are rich in two invaluable assets: a burgeoning youth population and vast natural
resources. These represent a remarkable opportunity for the continent at a time when industrialised
nations are looking for new sources of talent and the push for sustainable industries and resources is at
an all-time high. Africa’s assets can unleash massive economic growth but doing so while centering Africa’s
people and resources will require focusing on four elements — establishing a local-first approach,
strengthening the education and skilling systems, creating ample ‘good jobs’ and supporting
entrepreneurs, and utilising technology to support and develop high-growth, including ‘green’, industries.

Challenge

Africais facing a turning-point opportunity to become a global economic powerhouse. With its burgeoning
youth population and abundance of natural resources, the continent has two primary elements that can
help move its economies from largely export-focused to a more diversified set that includes information
and value-added manufacturing economies. Such a move not only strengthens Africa’s local and regional
economies, it is a significant comparative advantage globally at a time when industrialised nations are
facing a massive (and because of declining birth rates, protracted) worker shortage and when the world
needs leadership in the development of sustainable and renewable industries.

Yet, resources and sheer numbers alone are not enough to create this change for the continent. Both the
youth population and the natural resources will require management and investment to serve as the
backbone of a global economy. As of 2015, there were an estimated 226 million youth ages 15 to 24 in
sub-Saharan Africa, comprising approximately 20% of the total population;! by 2050, the World Bank
estimates that half of the population will be under 25.2 These stunning numbers represent a massive
potential workforce, yet nearly 95% of this demographic is currently informally employed, are more likely
to have a lower amount of education, and are largely engaged in subsistence agriculture, according to a
recent study by the UN’s International Labour Organisation (ILO).3 Even educated youth — two-thirds of
those with secondary education and nearly one-third of those with tertiary education — are largely
employed in the informal sector. Young women are more greatly represented in these figures, by about 7
percentage points over men (excluding agriculture).?
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Similarly, the African continent possesses an outsize proportion of the world’s natural resources, both
renewable and non-renewable and comprise 30% to 50% of natural capital in many African countries. The
UN’s Environment Programme estimates that Africa holds about 30% of global mineral reserves, its fossil
fuels reserves comprise 8% of the world’s natural gas and 12% of its oil, and the continent contains 65%
of the planet’s arable land and 10% of its internal renewable fresh water. In sub-Saharan Africa, more
than 70% of the population depends on forests and woodlands for their livelihoods.> Overall, the share of
natural resources that make up the continent’s wealth is the second highest in the world, behind the Gulf
Coast countries.® Yet, much of the potential from natural resources is not extracted, either because the
industry does not exist, robustly or otherwise (renewables), or because weak institutions and governance
structures allow the money from these natural resources to leave the country (non-renewables).”

PROPOSAL

Africa today has the opportunity to take a leading role in the global economy if it puts its youth and natural
resources at the heart of its economic and social development. Taking advantage of these resources will
require four actions: 1) take a local-first approach to build strong local and national economies; 2) upgrade
the education and skilling systems to prepare youth for ‘good jobs’ in high-growth industries — those that
are safe, paid fairly, reasonably secure and motivating, and leverages the human skills of the worker;® 3)
create job opportunities for young people and women, including entrepreneurship; and 4) utilise different
technologies to modernise existing sectors and develop emerging industries, including in the green
economy. The strategic vision laid out here can yield important benefits but during the time it takes to
implement, Africa will continue to face uncertainty and instability. Climate change, food insecurity,
inflation and other challenges will make it difficult to stay on the path towards this vision and keep short-
term needs from derailing long-term objectives. As countries set about achieving each of these four
actions, it will be important that their governments - and the companies eager to invest - build adaptability
and agility into their planning.

Take a local-first approach to building strong local and national economies. Strengthening national

economies across Africa will depend on making cities and villages more productive and sustainable,
requiring cooperation among public and private entities and a partial decentralisation of decision-making
to local governments and communities.

A local-first approach is predicated on developing and strengthening local communities by helping to fund
and create new businesses tied to the local economy and skills of its people.® This includes providing and
incentivising investments in education, skilling, and entrepreneurship that are tied directly to high-growth
industries within a specific community, as well as creating policy measures that support entrepreneurship
and the development of ‘good jobs’ by companies, particularly for youth and women. Policies and
incentives that attract investment in transportation infrastructure, which can allow better access to and
participation in national, regional, and eventually global supply chains and export markets, help drive
growth and expansion. A local first approach helps communities build their labour and consumer bases,
begins to address income and wealth inequality, and helps keep people in their communities,
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strengthening the social and economic ties of that community, which form the basis of a healthy and
thriving national and continental economic ecosystem.

Policy recommendations:

e Identify and support local economies that are based on local renewable and natural resources
and are developed in a sustainable, innovative manner. With the support of the national
government and multilateral organisations, as well as through foreign direct investment, local
communities can build thriving economies and local labour markets based on sustainable use of
its resources. This should be accompanied by a focus on skilling local workers, particularly women,
and creating an educational pipeline that prepares local youth with the education and training
necessary for jobs in the local primary industry.

e Incentivise businesses to work with local entrepreneurs to drive innovation. Entrepreneurs
generally know the local economy and are likely the best placed to understand how to innovate
in a local-specific way,° particularly for industries based on local natural resources. By providing
access to technology, resources, and capital, governments can bring together the best of business
knowledge and entrepreneurial innovation, coupled with a deep knowledge about local needs.

Upgrade the education and skilling systems to prepare youth for jobs in high-growth industries.

Sustainable local economies and stable labour forces are built upon a strong foundation of education and
skilling. By the age of 10, according to the World Bank, children should have a basic ability to read and
understand a simple text; an inability to do so is called “learning poverty.” The World Bank estimates that
nearly 87% of children in sub-Saharan Africa are learning poor;!! most primary students in sub-Saharan
Africa lack basic proficiency in reading,*? and employers report that tertiary graduates are weak in critical
thinking, problem-solving, leadership, and digital literacy, among other skills.*® In addition, over 60% of
youth ages 15-17 in sub-Saharan Africa — those who are primed to begin entering the workforce — are
not in school at all.'* The majority of these are girls — only 29% of girls completed secondary school as
compared to 35% of boys®® — with significant economic impact later on; girls who finish secondary school
earn twice as much as those who do not attend school at all.2® This deficiency has created an intractable
conundrum: Employers are stymied by the paucity of appropriately skilled workers, while young men and
women are challenged in accessing basic quality education and gaining practical and noncognitive skills
training that employers want.

Education alone is not necessarily the route to better jobs, or to jobs at all; two-thirds of those with
secondary education and close to one-third with tertiary education work in the informal sector. The
quality of the educational system must improve as well, and the curriculum must be tied to what
employers need. The poor quality of education in sub-Saharan Africa means that a secondary school
degree does not guarantee better employment or career progress and even those with a tertiary
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education find that their skills are not being used.'” South Africa’s educational expenditure is amongst the
highest in the world when expressed as a percentage of GDP, yet it ranks 102 out of 141 countries in
“Skillset of graduates” and 126 out of 141 in “Digital skills amongst the active population.”*® This suggests
that there should be a three-pronged approach to creating an educated and skilled workforce: building a
high-quality primary and secondary educational system that provides youth with the foundational
knowledge to be able to work and develop professionally throughout their career; developing a system
to teach job-relevant skills to individuals from schooling and throughout their career, and which are tied
to local labour market needs; and creating ‘good jobs’ within high-growth and locally relevant industries
that take advantage of educated individuals in a way that allows them to thrive in their local communities.

Policy recommendations:

e Incentivise multinational organisations to invest in, and be an active part of, local education.
When large and multinational businesses are incentivised to help support the creation of
curricula, and offer apprenticeships, internships, and mentoring and skilling programs, they help
develop a strong future work base they can utilise and correspondingly, a strong future consumer
base. This includes classes to support entrepreneurship to learn basic skills such as developing a
business plan, acquiring capital, creating a balance sheet, scaling, and more.*®

e Create a national skills mapping system for jobs in local industries, including for
entrepreneurship. National skills maps create a roadmap for individuals, particularly youth, to
understand which skills they need to pursue meaningful and productive jobs. The mapping system
is made up of three parts: a skills taxonomy to define skills, categories, and ways to measure
competence; skills maps to outline categories of jobs in industries and their requisite skills; and a
skills tracker to identify educational and training requirements and how they can be acquired.?°
This includes entrepreneurship, and what skills, knowledge, and training is needed to successfully
design, start, and operate a business of their own.

Create job opportunities, particularly for women and vyouth, in high-growth industries and

entrepreneurship. Researchers for the Africa Growth Initiative estimate that there will be 8-9 million new

entrants into the African labour force each year.?! To create enough ‘good jobs’ for all these entrants year
after year will require a multi-faceted approach across all businesses in Africa and sectors.

A 2020 publication from the World Bank suggests that the best way to increase ‘good jobs’ in the formal
sector is to encourage the entrance and growth of large firms,?2 which play an outsized role in economic
transformation and employment creation by using newer technology, paying higher wages, and being
better able to weather economic storms.?® Africa’s nearly 650 tech hubs, including accelerators,
incubators, university-linked startup support labs, maker parks, and co-working sites, provide an example
for how this is already being done in parts of the continent.?* South Africa in particular has seen an
increasing number of start-ups, especially in the digital sector. In Cape Town alone there are over 450 tech
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firms which employ nearly 40,000 people, with $88 million in direct investments into tech startups in
2020.%

However, the heart of the African economy remains small and medium enterprises and creating enough
‘good jobs’ for youth and achieving gender parity in the workforce will require building a healthy culture
of entrepreneurship? across micro, small, and medium enterprises (MSMEs). According to the African
Development Bank (AfDB), as of 2017, 22% of Africa’s working-age population are starting new businesses
— the highest rate in the world — and 38% of Africa’s entrepreneurs are between the ages of 25-34.%
South Africa — whose MSMEs contribute approximately 34% of GDP and employ 50-60% of the country’s
workforce — recognises MSMEs as so vital to inclusive economic growth that the government has set a
target of having 90% of jobs being created by MSMEs by 2030.% Female entrepreneurship rates in parts
of Africa are also amongst the highest — in 2020, Uganda, Botswana, and Ghana were the top three
countries in terms of women business owners as a percentage of total business owners? — with 27% of
adult women in 2018 engaged in entrepreneurial activity.°

Agriculture remains Africa’s largest economic sector, producing 14% of GDP for the continent,?! but as
young workers move into cities and villages, opportunities for other jobs are emerging. These “industries
without smokestacks” (IWOSS) — which include horticulture, tourism, business services, and transport
among others — are growing faster than many other industries, have higher job-creation potential, and
tend to employ more women and young people. IWOSS sectors have the potential, over the next decade
or so, to be the major source of new formal sector jobs in many countries across the continent.3?

Policy recommendations:

e Establish talent development programs and exchanges between multinational organisations
outside of Africa and local communities within the continent. Devise a best-in-class talent
exchange program between private businesses outside of Africa and educational institutions in
African countries that allow youth to get training and professional experience for several years
and then return home to put those skills to practice. This provides an opportunity for youth to get
skills and training they may not otherwise get, as well as travel and international exposure, while
allowing multinationals to brand-build, develop inroads with local communities, and potentially
get into a market that they are not in yet. This must be partnered with a firm plan and
commitment between governments and businesses to ensure that youth return to Africa once
their exchange has finished; failure to do so would almost certainly create a ‘pull’ dynamic
resulting in significant loss of intellectual capital and skill from the continent that would have a
devastating impact for years to come.

e Make access to credit and financing easier by providing micro-loans, low-interest/no-interest
lines of credit, and removing collateral stipulations, particularly for youth and women. Over 50%
of non-farm employment in sub-Saharan Africa in 2016 (excluding southern Africa) came from
women working in informal MSMEs, including 62% of employed women in Uganda;*?® across the
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whole of the continent, that number is as high as 75-90%.3* Providing easy, reliable access to
credit and financing to these two groups of individuals can help employ youth, who make up a
large portion of the informal sector, and women for whom gender and social norms as well as
childcare and home responsibilities may make it difficult to obtain other work.

e Review and rework regulations that stifle business growth. Excessive or onerous regulations and
bureaucracy stifle the growth and development of MSMEs, particularly for the smallest of those
businesses. Streamlining the regulations and making it easier for businesses to comply will help
create a fertile environment in which MSMEs, particularly those run by women and young adults,
flourish.3

Utilise technology to modernise high-growth industries and develop sustainable ‘green’ industries. The

fourth industrial revolution (4IR) — characterised by large-scale digitization of analog systems and the
growing use of technologies such as artificial intelligence, digital fabrication, robotics, blockchain, the
internet of things, and augmented/virtual reality, among others — is driving innovation and growth across
the world across most industrial sectors. For Africa’s high-growth sectors, this represents a massive
opportunity for growth when partnered with a rapidly growing, working age, and skilled and educated
youth population. Farming, for example, makes up 60% of total employment in sub-Saharan Africa and
the food system will create more jobs between 2010 - 2025 than all other industries combined, yet it has
not yet exploited the full extent of these technologies.® If developed responsibly and sustainably using
technology that can create efficiencies and scale, Africa’s existing critical sectors, including mining,
forestry, agriculture, extraction industries, and construction and infrastructure projects, can continue to
serve as the torchbearers for a vibrant set of economies.

Concurrently, African countries should continue to support the germination and development of
industries based solely around their massive trove of renewable resources such as solar and wind and to
decarbonise traditional industries. At last year’s COP26 climate summit in Glasgow, discussions about the
fair and equitable transition from fossil fuels to renewable sources for energy production in developing
nations included South Africa, the world’s seventh largest coal producer and major employer in that
industry. Launched at COP26, the Just Energy Transition Partnership, involving the governments of South
Africa, France, Germany, the UK, the US and the EU, will help South Africa decarbonize its economy. The
country will close several of its coal-fired power plants early in exchange for USS$8.5 billion over the next
three-to-five years to launch renewable-energy projects.?” As African nations begin to use technology to
make their high-growth industries fit-for-future, and to grow their industries around renewable resources,
job opportunities will follow; to maximise this opportunity, education, skilling, and employment of youth
and women must be kept at the forefront.
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Africa’s renewable generation and capacity

Generation

Wind energy generation increased
by 14% and solar energy generation
increased by 13%, while total
renewable energy generation
increased by 11% in 2020 compared
to the previous year.

Capacity

Solar capacity increased by 13%,
wind capacity increased by 11% and
hydropower increased by more than
25% in 2020 compared to 2019.
Total installed renewable energy
capacity in Africa has grown by over
24 GW since 2013. While much of
this total was related to hydropower,
investment in non-hydro renewables
like solar, wind and bioenergy have
seen a significant uptake and are
projected to surpass hydro in the
next decade. The continent’s
capacity is expected to increase
again by the end of 2021 with
growth led by solar and wind
projects in Egypt, Algeria, Tunisia,
Morocco and Ethiopia.

>
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Closing Africa’s future
energy demand gap

Forecasts to 2050 estimate 27.32 EJ
of additional renewable generation
coming online, a significant increase
from current generation of 1.79 EJ.

t}

Chart source: PwC South Africa, “Africa Energy Review 2021.” November 2021, page 8, https://www.pwc.com/ng/en/assets/pdf/africa-enerqgy-

review-2021.pdf

Policy recommendations:

e Create or strengthen policy frameworks for industries that protect natural resources and
support UN Sustainable Development Goals (SDGs) 7-Affordable and Clean Energy; 13-Climate
Action; and 15-Life on Land, and incentivize the development of green jobs. Measures need to

be adopted and enforced to protect not only the resources and related jobs, but to assure that

environmental and sustainability goals are achieved in accordance with UN climate change

mitigation policies.

e Get youth voices involved in the development of the green economy, particularly in technology

and entrepreneurship. Youth must be at the centre of the development of the green economy in

Africa, particularly youth entrepreneurs. They not only deserve a say in the future that belongs to

them, but they are also likely to hire other youth and be more responsive to economic and

technological opportunities than other demographics, according to a report by the African

Union.3®

CONCLUSION

“Africa is at an inflection point; the current alignment of demographics, abundant natural resources, and

cutting-edge digital technology have created an unprecedented opportunity for African communities
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and nations to tap into their human and natural capital potential and create a new narrative based on
prosperity, sustainability and innovation,” according to Dion Shango, PwC Africa’s territory senior
partner.

This vision is feasible and achievable but it will require the combined efforts, talent, and most of all,
ingenuity, of the public sector, private businesses, and local communities. It also requires the political
will of the African nations and the support of its partners. With its vast resources and talent pool, Africa
has everything it needs to create a sustainable, vibrant, youth-driven future — one that can serve as a
model for the rest of the world.

The authors would like to acknowledge the contributions and input to the paper from Dion Shango, PwC
Africa territory senior partner; Blair Sheppard, PwC Global Leader, Strategy and Leadership; and Caroline
Poschl, PwC South Africa Strategy& Economics team.
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