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Introduction
Human capital—defined as the “stock of 
economically productive human capabilities”81—
encompasses knowledge, health, skills, 
entrepreneurial talent, determination and other 
human traits that lead to success in endeavors.  
These capabilities are formed by combining innate 
abilities with investment in human beings. Human 
capital is obtained through general education 
and is transferable from one enterprise/endeavor 
to another. Skills are a subset of human capital 
specific to a particular task, job or enterprise and 
are obtained through specialized education or 
training, such as carpentry or dentistry.

Human capital and skills may play different 
but complementary roles in the growth and 
development of the private sector. General human 
capital may be used to generate ideas, form a 

company, and develop new products. Skills, 
however, are required to produce the product/
service at competitive prices. This chapter focuses 
on the knowledge and skills aspects of human 
capital, including their acquisition, dissemination, 
and application to PSD in Africa.

Human capital is crucial to improve total factor 
productivity and to help countries adopt, and 
adapt to new technologies82,83. Up until the early 
1990s, primary education was widely believed to 
have a greater impact on alleviating poverty than 
secondary and tertiary education, a belief that 
has since been challenged84. Higher education 
promotes economic development by enabling 
countries to catch up with technology. Thus, in 
today’s knowledge-based global economy, the 
role of tertiary education should be emphasized in 
African countries’ development strategies.

Knowledge and skills are central not only to 
make labor and capital more productive, but 

also to technical progress-the major source of 
private sector development and sustained growth. 

Chapter 5 :

HUMAN CAPITAL AND SKILLS DEVELOPMENT

Human capital and skills contribute to PSD through the initiation of ideas, the 
translation of ideas into goods and services, and the creation of value. This 
chapter examines the importance of human capital and skills development for 
PSD in Africa. It focuses on graduates and institutions in tertiary education, and 
whether these institutions are responsive to changes in knowledge, labor markets, 
and economic development. It also examines why the private sector suffers from 
skill shortages when unemployment is high among graduates, and the policies 
that can successfully address Africa’s skills gap. It concludes that in the short run, 
human capital development should focus on providing short, practical courses to 
secondary and higher education graduates involving primarily on-the-job training. 
In the long run, there is a need to change the way students are trained, including 
curriculum reforms that favor science, technology, engineering, and mathematics. 
Emphasis should also be placed on critical thinking, problem solving, discovery, 
and experiential pedagogy rather than rote learning.

81  McGraw Hill Encyclopedia of Economics 1993.
82  Miller and Upadhyay 2002.
83  See for example, Bartel and Lichtenberg (1987); Foster and Rosenzweig, (1995); and Kumar (2003).
84  Bloom and others 2006.
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Higher technical and vocational skills enhance the 
competitiveness of economies and contribute to 
social inclusion, decent employment and poverty 
reduction. They can open doors to economically 
and socially rewarding jobs and support the 
development of informal businesses. These skills 
can also promote the re-insertion of displaced 
workers and migrants, and assist the transition 
to work for school drop-outs and graduates. 
Developing job-related competencies among the 
poor, the youth, and the vulnerable that are relevant 
to the private sector will contribute to inclusive 
growth and poverty reduction on the continent.

Human capital and skills contribute to PSD 
in three distinct ways: the initiation of ideas, 
the translation of these ideas into products and 
services, and the creation of value. Although 
human capital may be imported in the short run, 
domestic sources of human capital are necessary 
to sustain economic development. Human capital 
and skills can be developed formally through a 
country’s educational system (especially through 
tertiary, technical, and vocational institutions) or 
informally through apprenticeships and learning 

by doing.  The quality of human capital determines 
the productivity and, ultimately, the growth and 
development of enterprises. Companies that create, 
disseminate, and use knowledge (i.e., companies 
built on human capital) are the ones that survive 
and grow, while those that do not die85. Shortages 
of human capital and skills therefore place Africa 
at a significant competitive disadvantage.

Current Status of Human Capital 
and Skills in Africa

Tertiary Education Enrolment

In spite of the significant resources that have been 
invested in tertiary and vocational education, 
Africa suffers from crippling shortages of human 
capital and skills. Only 1 % of African adults had 
completed tertiary education by 2010, compared 
to a global average of 3.9 %. The gap was even 
more pronounced in sub-Saharan Africa (Table 
5.1). Similarly, Africans spend less time in higher 
education than adults in other regions (Table 5.1). 

Table 5.1: Tertiary Educational Attainment in Africa and the World

Country/Region Percentage of adult population that has 
completed tertiary education

Average years of tertiary 
education attained

World
Advanced Economies 3,9 0,20
South Asia 7,1 0,79
Latin America & the Caribbean 1,0 0,37
Middle East 3,0 0,39
Europe & Central Asia 3,2 0,47
East Asia & the Pacific 5,0 0,49
Africa 2,7 0,50
Sub-Saharan Africa 1,0 0,12
Egypt 0,8 0,08
Mauritius 1,2 0,31
Tunisia 0,9 0,09
South Africa 6,2 0,21
Kenya 0,6 0,09
Ethiopia 2,0 0,08
Botswana 0,4 0,02
Botswana 2,7 0,13

Source: Barro and Lee 2010.

85  Nonaka and Takeuchi 1995.
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Table 5.2: Human Capital Indicators in Selected African Countries (2008, unless noted)

Indicators Angola Congo 
Rep. Ghana Mauri-

tius Nigeria Sene-
gal

South 
Africa Tunisia Algeria Egypt Mo-

rocco

Life expectancy at birth, 
total (years) 47,0 53,6 56,6 72,6 47,9 55,6 51,5 74,3 72,4 70,1 71,3

Adult literacy rate (% age 
15 and above) 69,6 -- 65,8 87,5 60,1 41,9 d 89,0 78,0 72,6 d 66,4 d 56,4

Youth literacy rate (% age 
15-24) 72,9 80,5 a 79,3 96,4 71,5 50,8 d 96,8 96,8 91,8 d 84,9 76,6

School enrolment, secon-
dary (% gross), 2007 -- 43,1 c 55,2 87,6 30,5 30,6 95,1 90,2 83,2 a 79,3 b 55,8

School enrolment, tertiary 
(% gross) 3,0 d 3,9 c 6,2 e 25,9 10,1 a 8,0 15,4 31,6 24,0 28,9 11,3

Scientific and technical 
journal articles, 2007 3,2 20,9 109,4 e 17,8 e 427,4 68,4 e 2 804,6 757 480,7 1 934,4 378

Note: a2005, b2004, c2003, d2006, e2007.

Source: World Bank data.

These averages mask substantial intra-regional 
variations and gender inequality in educational 
attainment. The stock of human capital and, in 
particular, tertiary education human capital in 
Africa is therefore low (Table 5.2).

Between 2003 and 2008, enrollment in African 
universities increased from 2.34 million to 4.14 
million, a rise of 77 % compared with 53 % 
worldwide over the same period. Yet in spite of 
this increase, Africa gross enrollment ratio (GER) 
was only 6 % in 2008, much lower than the global 
average of 26 %86. GER in Sub-Saharan Africa’s 
tertiary education rose faster than any other 
region, with growth rates averaging 8.6 % per 
annum between 1970 and 2008 compared to the 
global average of 4.6 %87. Variations within the 
region are substantial: although nine countries in 
sub-Saharan Africa exceeded the regional average 
in 2009, 10 countries recorded very low GERs. 
In addition, most tertiary education students are 
enrolled in the humanities and social sciences, and 

few study Science, Technology, Engineering and 
Mathematics (STEM).

Successes and Challenges in Education. The 
successes and challenges in the education sector 
are highlighted below, with special reference to 
tertiary education enrolments in selected African 
countries.
Access to tertiary education in Botswana has 
significantly improved, with student enrolment 
increasing by 139 % from 20,011 in 2003/04 
to 47,889 in 2008/09. Enrolments increased 
dramatically in 2007/08 following a decision by 
the Government to sponsor students’ participation 
in local private tertiary institutions registered by 
the Tertiary Education Council.

Mauritius outperforms regional educational 
indicators by substantial margins. The tertiary 
enrolment rate in Mauritius is 26 % compared 
to 6 % for sub-Saharan Africa88. The country’s 
main challenge is upgrading its tertiary education 

86  UNESCO Institute for Statistics 2010 (a).
87  Ibid.
88  UNESCO Data Centre.
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system in order to become a knowledge hub for the 
region89. Mauritius has achieved universal primary 
education, and its education system is strong by 
regional standards. Its literacy and net enrollment 
rates were 87 % and 97 %, respectively, in 2008. 
The gender parity index is 1.0 at the primary 
level. It had a gross tertiary education enrolment 
rate of 41 % in 2008. In Mauritius, tertiary 
education is provided by 7 public universities/
institutes, 55 private institutions, and 76 awarding 
bodies, involving programs mostly in information 
technology, law, management, accountancy and 
finance.

Namibia’s tertiary education enrolment rate is 9 % 
compared to an average of 6 % for Sub-Saharan 

Africa. Youth literacy rates stand at 93 % relative to 
71.2 % for Sub-Sahran Africa90. Although Nigeria’s 
secondary enrolment and literacy ratios are below 
the regional average, tertiary education enrolment 
ratios—while low relative to international norms—
are significantly higher than the average for Sub-
Saharan Africa (Figure 5.1). This is mainly due 
to cumulative number of students who every year 
have to wait to enter tertiary institutions, the recent 
surge in the number of private universities, and 
large population of foreign students from other 
African countries. With women representing 
about 40 % of total tertiary enrolments, Nigeria 
also outperforms many other African countries on 
gender parity.

Figure 5.1: Enrolment and Adult Literacy Average Rates in Selected African Countries, 
2001-09*
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Source: UNESCO Institute for Statistics 2010 (a).

* Data on tertiary education for South Africa are for 2007.

Although South Africa’s tertiary education enrol-
ment ratios are relatively low vis-à-vis international 
standards, they are higher than the average for sub-
Saharan Africa, Senegal and Ghana (Figure 5.2).

The higher education sector in South Africa went 
through major changes in the past decade as a 
result of institutional mergers and the creation of 
universities of technology. South Africa now has

89  AfDB 2009.
90 UNESCO Data Centre.
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Figure 5.2: Senegal, Ghana and South Africa – School Enrolment (2001/2009) and Adult 
Literacy (2005/2008)
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* Data on tertiary education for South Africa are for 2007.
Source: UNESCO Institute for Statistics 2010 (a).

 23 public institutions, including 11 universities, six 
comprehensive universities, and six universities 
of technology. An estimated 761,090 students 
were enrolled in public higher education in 2007, 
representing 1.6 % of the population91.

South Africa’s tertiary GER stands at 15.4, 
compared to 43.5 for upper middle-income 
countries. Yet, South Africa spends marginally 
more on public education (5 % of GDP) than other 
economies with a similar income level. The South 
African participation rate – measured by the total 
headcount enrolment as a proportion of the total 
population between the ages 20 to 24 – stands at 
15.9 %, below the 20 % target. Participation rate 
declined between 2004 and 2007, despite the 
growth in the number of headcount enrolments 
across the system (from 744,489 in 2004 to 
761,090 in 2007). This is partly explained by 
the fact that the capacity of the public higher 
education institutions is limited by the availability 
of staff and infrastructure, falling enrolments in 
some disciplines such as computer science and the 
decline in the proportion of the national budget 
going to higher education. Access is still heavily 
skewed by race, with relatively high participation 
rates for people classified as white and Indian, 

and relatively low participation rates for people 
classified as African and colored.

Tunisia has made investing in human capital an 
integral part of its economic and social policies92, and 
higher education has been a priority in the country’s 
development and growth strategies for several 
decades. While tertiary enrolments increased in all 
four North African countries over the period 1980-
2008, the increase in Tunisia was more pronounced 
compared to the other countries in 1990-2008 (Figure 
5.3): the tertiary Gross Enrolment Rate (GER) more 
than doubled between 1990 and 2000, and increased 
by 75 % in 2000-2008.

Tertiary Education Expenditure

Spending on tertiary and vocational education 
in Africa has been significant when compared 
to other regions. In 2006, Africa spent 0.8 % of 
GDP in these areas, compared to 0.7 % in other 
developing economies, 1.2 % globally and 0.8 % 
in OECD countries93. The ratio of expenditure 
per student to GDP per capita was much higher in 
Africa (2.9 in 2007) than in the rest of the world 
(1.2) and in OECD countries (0.3)94.

91 CHE 2009.
92 Baliamoune-Lutz 2009 (a).
93 World Bank 2010 (a).
94 Gyimah-Brempong and Ondiege 2011.
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Table 5.3 shows public education expenditures in 
selected African countries to demonstrate the high 
shares of expenditures that these countries are 
allocating on education. For instance, Botswana’s 
spending on public education (8.1 % of GDP) 
is amongst the highest on the continent (Table 

5.3). Much of the public education expenditure 
is absorbed by secondary and tertiary education – 
48 % and 32 %, respectively – unlike most of sub-
Saharan Africa, where the bias tends to be towards 
primary education.

Figure 5.3: Tertiary School Enrolment in North African Countries* (Percentage gross)

* The years for Egypt are 1980, 1990, 1999 and 2008 and for Algeria are 1980, 1990, 2001 and 2007.

Source: AfDB 2011.

Table 5.3: Public Education Expenditure in Selected African Countries, 2008*

Botswana Mauritius Namibia South 
Africa Tunisia Algeria Egypt Morocco

As % of GDP 8,1 5,1 6,5 5,1 7,2 4,3 3,8 5,7
As % gov.  expen-
diture 2008 21,0 12,7 22,4 16,2 22,4 20,3 11,9 25,7

* Tunisia data are for 2007.

Source: World Bank, World Development Indicators database.

Quality and Relevance of Tertiary 
Education
Africa’s significant spending on tertiary and 
vocational education has been inefficient. Overall, 
it has failed to generate an adequate and relevant 
stock of human capital, and Africa is trailing behind 

the fast-growing economies in other developing 
regions when it comes to skills. Tertiary education 
systems do not appear to effectively generate the 
types of graduates and applied research needed to 
support PSD and raise Africa’s competitiveness. 
While African businesses complain about the lack 
of skilled workers, large proportions of graduates 
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go unemployed for long periods of time or are 
forced to work in the informal sector.

Africa has one of the lowest shares of firms 
offering formal training programs in the world 

(Figure 5.4). African businesses European and 
Japanese firms, for instance, devote 6 % and 10 % 
of their payrolls to training, respectively, while 
South African businesses spend only 0.5 %95.

Figure 5.4: Share of Firms that Have Formal Training Programs

Source: Uy 2010.

According to the Global Competitiveness Reports 
(GCR), Africa is at a competitive disadvantage in 
all indicators measuring performance in higher 
education and training, health and primary 
education, and technology readiness. Average 
scores (on a scale of 1-7)96 on higher education and 
training, which reflect the importance of vocational 
and continuous on-the-job training, as well the 
quality of educational systems, are presented tables 
in 5.4a and in 5.4b. Africa scores lower on quality 
of educational systems than China and East Asia, 

but better than Latin America, including Brazil; 
similar results are observed in mathematics and 
science education. Africa also trails behind most 
other regions when measuring local availability 
of research and training services, as well as staff 
training. A few countries have higher scores in 
these areas, however. ADB countries have slightly 
better scores than ADF countries, except when 
measuring the quality of education. Fragile States’ 
relatively good performance is heavily influenced 
by Zimbabwe’s and Cote d’Ivoire’s high scores.

95 Lynham and Cunningham 2004.
96 Scores are on a scale of 1(being the lowest) to 7 (being the highest). Lower scores reflect a country competitiveness disad-

vantage, while higher scores reflect a country competitiveness advantage. This is based on 29 out of 35 African countries 
surveyed in WEF (2010).
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Table 5.4a: GCI Scores on Higher Education & Training in Africa and Other Regions, 
2010-11 (Scale 1-7)

Region/ Country
Quality of 

Educational 
System

Quality of Math  & 
Science Education

Availability of 
Research & Trai-

ning Services

Extent of Staff Trai-
ning

Africa 3.5 3.5 3.6 3.8
North Africa 3.0 3.7 3.7 3.6
East Africa 3.9 3.5 3.3 3.6
Southern Africa 3.6 3.4 3.4 4.0
West Africa 3.7 3.5 3.9 3.7
East Asia 4.6 4.7 4.5 4.6
South Asia 3.6 3.7 3.6 3.6
Latin America 3.2 3.0 4.3 4.1
China 4.0 4.7 4.4 4.1
Brazil 3.1 2.7 4.7 4.2

Source: World Economic Forum 2010.

Table 5.4b: GCI Scores on Higher Education & Training in African Country Groupings, 
2010-11  (Scale 1-7)

Category
Quality of 

Educational 
System

Quality of 
Math  & Science 

Education

Availability of 
Research & 

Training Services

Extent of Staff 
Training

ADB Countries 3.2 3.5 3.7 4.0
ADF Countries 3.7 3.5 3.5 3.7
Fragile States 3.8 3.5 3.2 3.7
Coastal Countries 3.4 3.5 3.7 3.8
Land Locked Countries 3.7 3.4 3.2 3.7
Oil Exporters 2.8 3.3 3.6 3.6
Oil Importers 3.7 3.5 3.6 3.8

Source: World Economic Forum 2010.

The Mauritian education system enjoys adequate 
infrastructure, especially at the pre-primary, 
primary, and secondary levels, where both private 
and public schools operate. At these levels, the 
priority is to improve turnout and reduce high 
repetition rates at the end of each cycle, while 
improving the transition from one level to the next. 
However, Mauritius still faces a number of hurdles 
at the tertiary level if it is to become a knowledge 
hub for the region. These include: improving 
access, capacity and the supply of higher value-
added human capital, as well as fostering skills 
in existing and emerging economic sectors. In 

addition, the quality and focus of education is 
poorly matched with the needs of the economy97.

According to GCR, Nigeria had competitive 
disadvantages in all indicators measuring higher 
education and training, health and primary 
education, and technology readiness. Nigeria’s  
key challenges are the low output and quality of 
education including higher education (particularly 
S&T) – inadequate infrastructure, and low 
levels of governance and institutional quality. 
These three challenges combined undermine 
the country’s ability to diversify its economy by 
developing a solid manufacturing base, vibrant 

97 AfDB and World Bank 2009.
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entrepreneurship, a private sector capable of 
undertaking large investments, and innovative and 
knowledge-based businesses (Figures 5.5-5.6).

Senegal, on the other hand, recorded competitive 
advantages in education expenditure, availability 
of the latest technology, firm-level technology 
adoption, quality of math and science education, 
quality of management schools, and local 
availability of research and training services. 
In 2010, Senegal ranked 51st (out of 139) in 
university-industry collaboration in R&D, and 

the country had competitive advantages in quality 
of scientific research institutions, company 
spending in R&D, and government procurement 
of advanced technology products98. Yet Senegal’s 
adequate innovation capacity failed to translate 
into vibrant entrepreneurship, suggesting a 
poorer performance in other factors contributing 
to competitiveness such as health and primary 
education and market size, among others. Figure 
5.7 shows the performance of Africa and selected 
countries on the World Bank’s KAM innovation 
index.

98 WEF 2010.

Country Quality of Educa-
tional System 

Quality of Math & 
Science Education

Availability of 
Research & Trai-

ning Services 
Staff Training 

Algeria 2.9 3.6 3.4 3.5
Benin 4.2 4.2 3.9 3.5
Botswana 4.1 3.7 3.4 4.2
Burundi 4.2 3.1 2.2 2.9
Cameroon 3.5 3.7 3.5 3.7
Côte d’Ivoire 3.1 3.6 4.2 4.3
Egypt 2.5 2.7 4.1 3.3
Gambia 4.5 3.6 4 4.4
Ghana 3.7 3.9 3.5 3.8
Kenya 4.5 4.2 4.3 3.9
Lesotho 3.6 3.4 3.2 3.8
Libya 2 3.1 2.7 3.4
Malawi 4 3.7 3.7 4
Mali 2.7 2.4 3.3 3
Mauritania 2.3 3.2 2.6 2.6
Mauritius 4 4 3.8 4.4
Morocco 3.1 4 4.2 3.7
Mozambique 3.5 2.9 3 3.4
Namibia 3 2.8 3.2 4
Niger 3.8 2.9 3.7 3.9
Rwanda 3.9 4.1 3.2 4.4
Senegal 3.6 3.9 4.5 3.3
South Africa 2.5 2 4.4 4.7
Swaziland 3.2 3.5 2.3 3.6
Tanzania 3.2 2.7 3.4 3.4
Tunisia 5 5.6 5 4.8
Uganda 3.6 3.3 3.4 3.6
Zambia 4 3.8 3.8 3.8
Zimbabwe 4.2 3.8 3.3 3.9

Table 5.5: GCI Scores on Higher Education & Training in Selected African Countries, 
2010-11 (Scale 1-7)

Source: World Economic Forum 2010.
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Figure 5.5: Education Index
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Figure 5.6: Knowledge Economy Index

Source: World Bank 2010 (a); and World Bank 2010 (b).

Tunisia ranks 30th (out of 139) in competitiveness 
in higher education and training99 Its rankings in 
the quality of math and science education, educa-
tional system and management schools are excel-
lent (8th, 20th, and 22nd, respectively). Tunisia 
is Africa’s top performer in higher education and 
training, significantly ahead of Mauritius (70th), 

South Africa (75th), Botswana (94th), Egypt 
(97th), Algeria (98th), and Morocco (102nd). Also, 
Tunisia has the highest female tertiary education 
rates (exceeding 40 % in 2008) on the continent. 
In fact, Tunisia’s female enrolment rates in univer-
sity and higher education institutes are higher than 
male enrolment rates (40.5 % vs. 27.2 % in 2008). 

99 WEF 2010.
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At the same time, unemployment is significantly 
higher among young Tunisians with a tertiary ed-

ucation (20 %) than the country’s average (about 
14 %).

Figure 5.7: Innovation Index in Selected Years

Source: World Bank 2010 (a); and World Bank 2010 (b).

Enrolments and Investments in Science 
and Technology

The proportion of tertiary education students 
enrolled in science and technology in Africa is 
low compared to other regions of the world (Table 
5.6): about 27 % of students in African tertiary 
institutions were enrolled in science, engineering, 
and technology subjects in 2008, compared to over 

50 % in Korea, China, and Taiwan; and less than 
10 % of students in secondary school in Africa 
ever take any vocational and technical subjects100. 
In addition, there are few high-quality technical 
and vocational training institutions in Africa. High 
enrolment rates in the arts and social sciences 
results in a severe shortage of scientists and 
technicians-human capital necessary for private 
sector development.

Table 5.6: Science and Technology Enrolment Ratios in Africa and Other Regions

Country Science &Technology Enrolment 
Ratio

OECD 48.9
East Asia 38.8
South Korea 56.3
Costa Rica 59.1
Africa 26.9
Sub-Saharan Africa 22.2
Botswana 17.7
Ethiopia 14.4
South Africa 23.9
Tunisia 36.8

Source: UNESCO 2009.

100 UNESCO 2009.
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As a result, the number of technicians and 
researchers per 1,000 workers in Africa is very 
low compared to, for instance, China (Table 
5.7). Moreover, the number of technicians and 
researchers in Africa are not growing fast enough 
for the continent to catch up with international 
standards. In addition, these researchers operate 
in areas that do not directly accelerate private 
sector growth. For example, in Burkina Faso 

and Ethiopia, almost all researchers work for the 
government. In South Korea, China, and India, 
on the other hand, 75 %, 70 %, and 48 % of 
researchers are employed in the private business 
sector, respectively101. This suggests that the little 
scientific human capital available in Africa does 
not directly contribute to developing the private 
sector.

Table 5.7: Technicians and Human Resources in R&D (Per 1,000 workers)

Technicians

1997 2002 2007

African average 0.59 0.27 0.63

China 30.18 31.02 42.81

Researchers

African average 0.19 0.36 0.99

China 1.86 2.42 4.76

Source: UNESCO Institute for Statistics 2010 (b).

In Tunisia, the number of graduates in the field 
of science and technology (as well as in general 
fields) has increased rapidly over the last eight 
years. Yet, although the number of researchers 
per million people is the highest in the region and 
higher than Chile’s, it is still low compared to 
countries such as Finland and South Korea102.

The Incidence of Youth Unemployment

The scale of unemployment for the population 
between 15 and 24 years of age varies considerably 
from one region to another. In 2005, 13.5 % of 
the global 1.1 billion youths were unemployed, 
significantly higher than the 4.6 % recorded for 
adults. The highest youth unemployment rates 
were in the Near East and North Africa (27.7 %) 

and in sub-Saharan Africa (18 %), while the 
lowest were in East Asia (7.8 %) and South Asia 
(10 %)103. Africa’s low transition rates from 
primary to secondary education partly contribute 
to youth unemployment: indeed, two thirds of all 
countries with secondary GER of 40 % and below 
are in Africa104. Youth unemployment issues in 
selected African countries are highlighted below.

Nigerians aged 25-44 suffer most from 
unemployment (47.5 %), followed by the youth 
(32 %) (Figure 5.8). This seems to be broadly 
consistent with ILO global data for these groups 
of 47.4 % and 46.7 %, respectively. Yet the 
unemployment rate for those with a secondary 
and post-secondary education is higher than the 
national average (19.7 %) (Figure 5.9).

101 UNESCO Institute for Statistics 2010 (b).
102 UNESCO Institute for Statistics 2010 (b).
103 Borode 2011.
104 APHRC 2007.
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Figure 5.8: Unemployment in Nigeria by Age Group, March 2009 (Percentage)

Source: Nigeria National Bureau of Statistics (NBS) 2010.

Figure 5.9: Nigerian Unemployment Rates by Educational Level, March 2009

Source: Nigeria NBS 2010.
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Youth Unemployment. Unemployment in South 
Africa is particularly concentrated amongst 
young people. Nearly half of those aged 18-
24 is unemployed, compared to 13.5 % for the 
population older than 35 and a national average 
of 24.3 % (Figure 5.10). South Africa stubbornly 
high unemployment rate combined with high 
economic growth demonstrate how quickly 

bottlenecks appear in the labor market: skill 
shortages developed during 2004 through 2007 
while the economy was growing at around 5 %. 
These shortages affected both professionals 
and the highly skilled, as well as artisans and 
technicians. This reflects a structural problem in 
the labor market, which cannot be solved on the 
demand side alone (Box 5.1).

Figure 5.10: South Africa Unemployment Rate by Age Group, December 2009

Source: South Africa National Treasury 2010.

Box 5.1: Skills Mismatch and Youth Unemployment in South Africa

Although unemployment fell from close to 30 % in 2004 to 21 % in 2007, low-skilled 
South Africans did not benefit. The South African education system is not producing the 
sort of skills that the economy is demanding, and this mismatch is unlikely to disappear 
without education reforms.
The structure of the economy has changed drastically over the past four decades, with a 
move away from the primary sector (unskilled and labor intensive) to the services sector 
(more skill intensive). Matriculation pass rates have fallen from 73.3 % in 2003 to 60.6 % 
in 2009, while the pass rate was a paltry 29 % for mathematics and 21 % for science. The 
quality of the public education system, which has seen enrolments rise sharply without 
concomitant improvements on the quality side, is also being questioned.
South Africa may need to experiment with more innovative ways to deliver education 
through hybrid models of state-funded but privately delivered schooling.
The excess supply of labor, especially at the unskilled level, reflects a real wage (relative 
to productivity) beyond the market clearing level. Real wages have been downwardly 
rigid. Labor market flexibility is poor, as reflected in the World Bank’s Doing Business 
reports. This is likely to result in unemployment particularly for the youth, as employers 
are wary of employing candidates without experience given the costs associated with 
retrenchments.

Source: AfDB 2011.
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Educated Unemployed. Tunisia’s persistently 
high unemployment rate among young higher 
education graduates remains a serious challenge. 
The country’s labor market is highly rigid, which 
contributes to high unemployment. Young people 

(ages 15-24) are by far the worst affected by 
unemployment (Figure 5.11). Unemployment in 
this age group, as well as in the 45-54 age group, 
seems to affect both men and women equally.

Figure 5.11: Tunisian Unemployment by Age Group and Gender, 2007
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Source: European Commission 2010 (b).

The enduring high unemployment among the 
educated seems to be a general feature of labor 
markets in African countries, including those 
in North Africa (Figure 5.12) where high youth 
unemployment helped to trigger the recent 
revolution. Such high unemployment suggests a 
persistent mismatch between the demands of the 
economy and skills offered by recent university 
graduates105. In Tunisia, the unemployment rate for 
higher education graduates (19 %) is much higher 
than for those with lower education levels. The 
situation is similar in Algeria, Egypt and Morocco.

Although Tunisia’s total unemployment declined 
little from 1994 to 2007 (from 15.8 % to 14.1 %), 
the pattern of joblessness by level of education 
changed dramatically (Figure 5.13). The rate 
of unemployment among Tunisians holding a 
higher education degree ballooned from 3.8 % to 

19 %. Joblessness also worsened for high school 
graduates, although by a much lesser degree. On the 
other hand, unemployment among illiterate workers 
declined by about two thirds (from 16.8 % to 5.9 %), 
and unemployment for workers with only primary 
education also declined significantly (from 19.2 % 
to 13.5 %). The explanation may be the possession 
of some practical skills by these two groups.

Tertiary Education Graduates and 
Emigration

Unable to find employment at home, an increasing 
numbers of African graduates from both tertiary 
institutions and Vocational and Technical Training 
Institutes (VOTECs) are emigrating (legally or 
otherwise) to OECD and Gulf countries. This has an 
impact on Africa’s development, especially PSD,

105 Ghali and Mohnen 2004; and Baliamoune-Lutz 2009.
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Figure 5.12: North African Unemployment by Level of Education, 2007

Source: European Commission 2010 (a).

Figure 5.13: Tunisian Unemployment Rates by Educational Level, Selected Years
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principally because, among those who emigrate, 
are highly qualified and skilled professionals like 
health workers (especially medical doctors and 
nurses), teachers, scientists and engineers and who 
incidentally are those needed by the continent. 
These category emigrants seek better opportunities 
abroad for higher salaries, better working 
conditions, more stable politics etc. Indeed, more 

than half the physicians trained in Ghana since 
1980 are working in OECD countries. Similarly, a 
large proportion of South African skilled workers, 
especially in ICT and banking, are emigrating to 
OECD countries. In recent years, over 10 % of 
tertiary-educated Nigerians have emigrated, and 
10.8 % of physicians trained in Nigeria have left 
the country106-107.

106 AfDB and World Bank 2011.
107 Bhargava and others 2010.
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A recent study on migration and remittances 
concludes that migration of skilled African labor 
is resulting in serious developmental challenges 
for the continent108. Skilled emigration affects the 
supply of critical services, particularly health and 
education, as well as productivity spillovers to both 
high- and low-skilled workers. It is also reducing 

the potential for innovation, which supports long-
term growth. The study further estimates that 
in 2000, one out of every eight Africans with a 
university education lived in OECD countries, a 
rate which is higher than those of other developing 
regions, except the Caribbean, Central America, 
and Mexico (Figure 5.14).

Figure 5.14: Migration Rate among Tertiary Educated Workers

Source: AfDB and World Bank 2011.

Skilled emigration rates vary considerably across 
Africa, ranging from 3 % in Burkina Faso to 82 % 
in Cape Verde. Emigration rates in countries of less 
than 3 million people are three times higher than 
in large countries with a population of 30 million 

and above109. Similarly, high-skill emigration rates 
averaged almost 25 % in low-income countries, 
more than double the rate in middle-income 
countries (Figure 5.15).

Figure 5.15: High-Skill Migration Rates in Africa

Source: AfDB and World Bank 2011.
108 AfDB and World Bank 2011.
109 Ibid.
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Constraints

Africa’s human capital and skills shortages 
undermine economic development and the 
development of the private sector. As the result, 
the continent’s economy still heavily relies on 
activities that mostly require low-skilled labor 
(such as agriculture or natural resources), which, 
by stunting the demand for human capital and 
skills, perpetuates the low accumulation of human 
capital. If Africa’s private sector and economy are 
to grow at a faster rate and be competitive globally, 
the continent needs to address the mismatch 
between the skills of vocational and tertiary 
institutions’ graduates and those required by the 
private sector. There are several reasons for this 
mismatch. Among these are history, misguided 
funding policies, labor market policies, lack of 
collaboration between the private sector and 
educational institutions, and immigration policies.
Most educational systems in Africa are relics of 
the continent’s colonial heritage. Systems were 
set up to supply low-level officials for the colonial 
administration and manual labor, not build a 
robust private sector. Education systems have not 
been radically restructured to focus on innovation 
and problem solving, largely due to inadequate 
financial and human resources. The lack of 
resources has been exacerbated by centralized 
management structures, thus making it difficult 
for educational institutions to respond to changing 
conditions and skill needs.
Misguided government funding policies for higher 
education also contribute to this mismatch. Instead 
of focusing on priority skills, African governments 
tend to support any student admitted to a tertiary 
education institution without regard to the field 
of study. Together with wage practices that set 
remunerations based on academic qualification 
without regard to the contribution to output 
(especially in the public sector), this policy fails 
to properly signal private sector needs to students.
Besides failing to channel students into fields that 
are economically more valuable, inappropriate 
reward structures also result in a brain drain of 
graduates with these valuable and scarce skills. 
In a global labor market, many of these graduates 
choose to pursue better opportunities abroad, 
depriving Africa of the human capital and skills it 
needs to build a vibrant private sector.

In addition, the lack of collaboration between 
the private sector and educational institutions 
contribute to the mismatch. Educational 
institutions are often unaware of what skills 
businesses currently need or may need in the 
future, while businesses assume that academic 
institutions focus on theory and have nothing to 
offer.

The shortage of human capital and skills in African 
countries may be due to the lack of effective 
demand for human capital or the thinness of the 
market for skills in Africa.
Labor market policies also influence skilled 
emigration. Skills needed in Africa are also needed 
globally. In such a globalized labor market, skilled 
labor will migrate to where it is appropriately 
compensated commensurate with the value of its 
marginal product. Restrictive labor market policies 
that do not pay African skilled labor appropriately 
will result in the emigration of such skilled labor. 
Finally, human capital and skills gaps can be filled 
through immigration policies. Several OECD 
countries have tailored their immigration policies 
to attract immigrants with skills these countries 
need. These include the US Diversity Visa Lottery 
and the Canadian Skilled Workers (Professional) 
Program. Unfortunately, with the exception 
of a few countries such as Botswana, most 
African countries have not developed coherent 
immigration policies to meet their skill needs.

Addressing the Challenges for 
Private Sector Development

Growth strategies based on tertiary education rely 
on adequate human capital, skills, and knowledge 
to succeed. They therefore require policies 
promoting the generation of the appropriate 
volume and quality of graduates. To ensure that 
skilled tertiary education graduates get adequate 
returns on their education, the private sector 
should be encouraged to climb the technology 
value chain.

Supporting the development of human capital 
and skills involves both short- and long-term 
strategies. Short-term strategies involve upgrading 
the skills of adults who are already working and 
of secondary school or university graduates, who 
attained a good level of general education but lack 
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specific work skills. In the long term, education 
systems need to be revamped.

In the short run, human capital development 
should focus on providing short, practical courses 
to secondary and higher education graduates. For 
example, a general engineering graduate could be 
trained in construction engineering, a graduate 
in mathematics could be trained to become an 
accountant for the electronics software industry, 
and English majors could be trained to work in call 
centers. These courses should involve primarily 
on-the-job training and require cooperation 
between the government and the private sector; 
businesses are indeed critical not only to provide 
funding, but also internships and facilities for 
such training. Singapore, for instance, adopted 
such a strategy starting in the 1960s to rapidly turn 
its low-skilled work force into one of the most 
qualified in the world. Public-private internship 
mechanisms placing tertiary education graduates 
in firms, particularly SMEs, would also promote 
much-needed practical training. In addition, 
incentives for tertiary institutions and firms to 
collaborate on research, design, and testing or 
product development need to be put in place.

In the long run, increasing the supply of human 
capital and skills will involve changing the way 

students are trained–-a process that will require 
changes in the education system, labor markets, 
government policies, and the interaction among 
all three.  These educational reforms should: (i) 
focus on increasing the skills and productivity of 
workers, (ii) train graduates to be entrepreneurs 
and thus create and develop enterprises to employ 
themselves (Chapter 6), and (iii) create a class of 
skilled researchers who can develop new ideas 
and products. Entrepreneurship skills and the 
ability to manage small businesses are critical for 
private sector development in Africa, since small 
private companies dominate Africa’s private 
sector (Chapter 1).

The educational system needs to favor science, 
technology, engineering, and mathematics, 
which will require major curriculum reforms.  
The curriculum should also focus on the 
specific problems facing Africa such as poverty, 
unemployment, inequality, low entrepreneurship 
as well as low scientific and technological know-
how. In addition, critical thinking, problem 
solving, discovery and experiential pedagogy 
skills need to be developed rather than the current 
reliance on rote learning. A number of African 
countries (including Botswana and Kenya) have 
embraced such an approach (Box 5.2).

Box 5.2: Addressing the Skills Mismatch and Private Sector Needs

Botswana’s Vision 2016 recognizes the role of education in enhancing national 
productivity, innovation and competitiveness. It also acknowledges past failures. For 
example, the National Development Plan (NDP) 10 (Republic of Botswana, 2009: 
93) states that “The mismatch between opportunities in the labor market and the 
skills of graduates contributed significantly to youth unemployment”. During NDP 9, 
the Education sector focused on increasing access and equity, improving the quality 
and relevance of education and providing competent human resources necessary for 
achieving the nation’s economic diversification strategy.

The sector’s key objectives for NDP 9 included the provision of a universal 10-year basic 
education; increasing access to senior secondary education; expanding vocational and 
technical training; promoting lifelong learning; increasing access and equity at tertiary 
education level; and improving access to education services for children with special 
needs. The greatest challenge facing Botswana’s education system is improving the 
quality and relevance of education, since the society and the economy have evolved in 
new directions, making fresh demands in terms of attitudes, skills and abilities. During 
NDP 10, a key subsector strategy will focus on quality and relevance of education. 
The National Human Resources Development Strategy lays the basis for improving the 
processes for human resource development so as to match the education sector with the 
requirements of the economy, focusing on: the relevance and quality of education and 
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training; employability and skills; creation of employment opportunities and acquisition 
of knowledge, skills and experience by citizens; the development of “education and 
innovation hubs”; enhancement of R&D capacity; enhancement of utilization of ICT; 
and increased access to early childhood and tertiary education levels.

Kenya’s Vision 2030 seeks to provide globally competitive quality education, training 
and research for national development. One goal is to increase the transition rate to 
technical institutions from 3 % to 8 % by 2012, and raising the quality and relevance 
of education. Others are: expanding access to university education to 20 % from 3 % 
emphasizing S&T programs and revising the curricula for universities and technical 
institutes. Specific strategies include strengthening the partnerships between education 
and training institutions on the one hand and the private sector on the other, to be 
responsive to the needs of industry and agriculture and to support the activities described 
under Vision 2030’s economic pillar.

Source: AfDB 2011.

The most effective way for the private sector to 
communicate its needs to the educational system 
is through strong, effective, and constant linkages 
with universities. For example, the private sector 
could be represented on governing and academic 
boards of educational institutions to participate in 
curriculum development, as well as on national 
policy-making bodies for the education sector. 
This will also make it easier for the private sector 
to fund education through joint research as well 
as research work of relevance to them, and the 
provision of scholarships and school equipment. 
Securing private sector involvement would also 
foster better understanding of the needs of, and 
constraints, on the educational system, which may 
promote industry’s support in budgetary matters.

Curricula and pedagogical changes also require 
changes in the governance structure of the education 
system to allow flexible implementation by local 
authorities. Local education authorities should have 
the discretion to decide how to combine inputs 
(such as school materials, facilities, and teachers) 
to achieve objectives set out at the national level. 
Local education leaders should also be given the 
freedom to collaborate with the local industry to 
promote experiential learning for students, as well 
as raise additional funding.

Addressing the shortage of skills will entail 
increasing the supply of human capital and skills 
in Africa through labor market and industrial 
policies that will also generate demand for such 
skills. Since most African businesses are SMEs 
that cannot afford to employ skilled personnel 

or professionals several companies need to come 
together to create joint skill pools. An Association 
of Small Retailers, for instance, could establish 
and pay for a pool of accountant and marketing 
consultants that members could access when 
needed. Similarly, regional pools of skilled 
workers allowed to work across borders would 
generate economies of scale. Engineers in Ghana, 
Nigeria, and Senegal, for instance, could form a 
consortium for the ECOWAS region.

The development of knowledge-intensive 
industries, both domestic and foreign, and the 
creation of science parks in the vicinity of leading 
universities would enhance competitiveness and 
generate demand for high skills. This may require 
regional coordination and development partners 
such as the AfDB to help achieve a critical 
mass of skills and a desirable scale of market 
opportunities. Providing incentives for tertiary 
institutions and firms to collaborate in garnering 
technological capability could also foster much-
needed applied research in a few strategic areas. 
The creation of mechanisms to disseminate 
and commercialize such research would further 
support these efforts. In addition, the provision 
of seed capital for high-tech start-ups could be 
encouraged through financial incentives for R&D 
in public and private companies, appropriate 
institutional and fiscal measures that encourage 
the provision of such financing, and stronger 
support for research by public and private entities 
through research endowments and other forms of 
institutional research grants.
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Besides cooperating with education institutions, 
Africa’s private sector could contribute to 
improving skills by training its workers. Perhaps 
the private sector can increase the proportion of 

payroll it devotes to employment training. Lessons 
from South Korea could be emulated by African 
countries. (Box 5.3).

Box 5.3: Lessons from South Korea’s Experience
South Korea’s most significant development attribute has been its ability to develop its 
skills and innovation base aligned with private sector needs. The government played a 
major role in effectively making a transition from being a regulator to an architect of 
the economy, making strategic decisions on guiding the country toward strengthening 
different sectors at various times in the country’s development.

South Korea invested heavily in R&D, but only after building up the required knowledge 
capacity and technical base through years of assimilation and imitation of foreign 
technologies. The government encouraged the private sector to finance a large portion of 
education expenditure, especially at the higher education levels, thereby leveraging scarce 
public resources. One tool was the government-sponsored Informatization Promotion 
Fund to develop IT connectivity, science, culture, and literacy levels, thereby lessening 
the digital divide.

Source: Radwan and Pellegrini 2010.

Vocational and Technical Training institutions 
are in short supply and the quality and relevance 
of skills produced by these few institutions is 
inadequate to fill the skills gap in the private sector. 
The capacity of VOTECs needs to be extended, and 
their quality improved. In most African countries, 
vocational and technical skills are mostly acquired 
through informal apprenticeships. While these 
arrangements may work to ease skill shortages, 
they leave large knowledge gaps in the training 
of apprentices. Filling these gaps would require 
linking these informal apprenticeships to formal 
VOTECs training institutions.

Ensuring that skills are appropriately rewarded 
will help slow down, or even reverse Africa’s brain 
drain, as demonstrated by the recent experience 
of changes in working conditions of medical 
staff in Ghana. However, the issue of brain drain 
should be addressed holistically. Apart from the 
issue of monetary incentives such as inadequate 
salaries, other pertinent issues to address include: 
poor working conditions (including the lack of 
basic instrumentation and technical support, 
particularly in science and technology); low 
importance attached to research work by society; 
limited prospects for belonging to research groups 

that are recognized by, and well connected to, the 
worldwide science and technology community; 
low probability of attaining a sense of self-
fulfillment (scientific, cultural, or financial); weak 
integration of basic science and technology with 
public or private enterprises; little or no research 
and development in public and private enterprises; 
and highly uncertain political and socioeconomic 
conditions for the future.

Conclusion
This chapter has examined the importance of 
human capital and skills development for PSD in 
Africa. It focused on graduates and institutions in 
tertiary education, and whether these institutions 
are responsive to changes in knowledge, labor 
markets, and economic development. It also 
examined why the private sector suffers from skill 
shortages when unemployment is high among 
graduates, and the policies that can successfully 
address Africa’s skills gap. Education, training 
and skills development are important for PSD in 
Africa given their importance in attaining higher 
productivity and competitiveness. These in turn 
lead to higher incomes not only for businesses 
but also for the employees as well as more job 
creation, economic growth and poverty reduction. 
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While insufficient demand for workers remains a 
problem in many African countries, persistently 
high (especially youth) unemployment rates 
are partly a function of skills mismatches. This 
means that workers are inadequately equipped 
for the demands of employers. This is due to both 
insufficient education (especially qualitatively) 
and the fact that the education and training did 
not provide the skills that employers want. Things 
are complicated by the increasing emigration of 
the few highly skilled and professional workers 
particularly to OECD countries where they go 

to seek better salaries, working conditions, and 
opportunities. Addressing these will require 
building job-relevant skills which employers 
demand; encouraging entrepreneurship and 
innovation; matching the supply of skills with 
the demand by facilitating labor mobility 
and job matching; public-private sector 
partnership, including greater education-industry 
collaboration; and providing relevant and 
adequate incentives not only to retain locally-
trained and skilled professionals but also to 
encourage brain-gain.


