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I ntroduction

Entrepreneurship has considerable gppeal to many people becauseit isassociated with wealth generation or at aminimum
jobcreation. Nor isitsappeal restricted to only achieving economic ends- social entrepreneurship seeksto foster social
capital by selling goods and servicesthrough the market, thereby mixing the achievement of social endswith economic
means.

Entrepreneurship can refer to arange of activitiesfrom self-employment to the setting up of micro businessesthat employ
asmall number of peopleto high-growth new ventures. Therefore, identifying what entrepreneurial activity isand how it
ishest fostered hasheen amgjor challengefor public policy makersin both highincomeand devel oping countries.

The focus of this paper is on self-employment and entrepreneurship opportunities through the use of information and
communication technologies (ICT). 1CTs offer particular advantages to people starting abusinessin low and middle
incomescountries. Oneisthat ICTsoffer potentially low cost formsof communication with high-income marketsor large
domestic marketsin middle-incomecountries. Another isgreater range of opportunitiesthe gpplication of new communication-
based technol ogies can offer for servicing the needs of the poor.

The world's poor remain a market largely untapped by the international corporations.! Thisis often due to alack of
appreciation by international corporationsandlocal enterprisesof how to takeadvantage of availabledistribution networks.
Oneoutstandingillustration of thisisthe high demand for mobile phone servicesin developing countriesif packagedina
way that isaffordableand easily accessible.

Entrepreneurship:a solution for youth employment?

Thedefinition of an entrepreneur adopted for the purposes of this paper isaperson who startsand buildsanew business.
Thesenew businesses can rangefrominitiating self employment as, for example, asoletrader withminimal resourcesto
setting up ahigh potential venture backed by considerablefunding.

The concept of entrepreneurship also encompasses amindset whichisusually taken toinvolverisk taking in the face of
uncertainty and other attitudes and skillssuch as* boldness, ingenuity, leadership, persistence and determination’ ® Itis,
therefore, important to take into account evenin relation to self employment, thereisaset of skillsrequired that are not
awaysrequired of awage employee—self management inrelation to budgeting in relation toincome and expenditure as
well astime, for example. The reward sought is a return on the extra effort and financial capital invested, often an
individual’sor family’ssavings.

1C.K. Prahlad and Allen Hammond, 2002, * Serving the World's poor, Profitably’, Harvard Business review, September

2 Bhilde, Amar, 2000, The Orogin and Evolution of New Businesses, Oxford University Press New York, p.3

3 Chandler, A.D; 1990, Scale and Scope: the dynamics of industrial Capitalisation. belnap Press, Cambridge, Mass, pl,cited
in Bhilde, A 2000, p3.
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Entrepreneurial activity can encompass not only individuals but also groups of people. Particularly inrelationto high
potential ventures, entrepreneurship is ‘an activity in which partnership or team of people, combining different skills,
identify an opportunity to create anew product or service and then mobilise the resources, both financial and human, to
redisetheided .*

Entrepreneurshipisnot for everyone—however asamodeof economicactivity, it hasthe potentia to offer moreopportunities
for income generation than it does now. Entrepreneurship isan option that is viable for only aminority of acountry’s
population. However, what is unknown for most countries is the potential size of the population that could pursue
entrepreneuria activity if the conditionswere morefavourable.

In SouthAfrica, for example, aquarter of the popul ation (26 per cent) believethey havetheknowledge, skill and experience
required to start anew business. However, only 7 per cent of the South African populationin 2002 have done so, reflecting
aconsiderable gap between the potential and the actual prevalence of entrepreneurship.

How widespread is entrepreneurship?

A rich source of information about the prevalence of entrepreneurs and the conditions needed to foster entrepreneurial
activity isavailablethrough theresultsof a37 country survey conducted under the auispicesof the Global Entrepreneurship
Monitor (GEM) project. The GEM surveyssuggest that 12 percent of theworld'spopulation aged 18 to 64 yearsare either
“actively engaged in the start-up process or managing abusinesslessthan 42 monthsold'.> However, the same national
surveys snowed mgjor variations between countries. Lessthan 3 percent of adults 18 to 64 years of ageareinvolvedin
entrepreneurial endeavoursin Japan, Russiaand Belgium. However, morethan 18 percent of theadult populationinIndia
and Thailand are defined asentrepreneurialy active.

Areyoung peoplemorelikely to be entrepreneursthan other agegroups? Thelargest grouping of entrepreneursisnot found
among young peoplebut they arenot far behind. Thehighest prevalenceratefor entrepreneurial activity istofound anong
25t0 34 year old men, (20 per 100), followed by 35t0 44 year old men (15 per 100) and then 18 to 24 year old men (13 per

‘Leadbeater, C & Oakley; K;2001, Surfing the Long Wave, Knowledge Entrpreneurship in Britain, Demos, London, p9
> Reynolds, P et a. 2002, Global Entrepreneurship Monitor 2002: Executive Report. Babson College, Ewing Marion
Kauffman Foundation & London Business School p.5 www.gemconsortium.org. In terms of actual numbers, the GEM
survey estimates there are 460 million entrepreneurs active in the world. Most entrepreneurs are to be found in the
developing countries of Asiaand L atin America, there are 205 million entrepreneursin Indiaand Chinaaswell as 26 million
entrepreneurs in the four Latin American countries in the survey ( Argentina, Brazil, Chile and Mexico)




100). Womenin thesethree age groupsalso record the highest prevalenceratesfor entrepreneurial activity (25t0 34 years
-13in 100, 35t0 44 years—10in 100 and 18t0 24 years—8in 100).°

Theentrepreneur take-up up rateyoung peopleaged 18 to 24 years—13in 100 for young menand 8in 100 for young women
show how important thisactivity isfor asignificant group of young peaple.” However, it would aso be good to know what
the potential ratefor entrepreneuria activity. Fortunately, datafor SouthAfricaareavailableonthis.

Gap between potential and actual prevalence of entrepreneurship

TheGloba Entrepreneurship Monitor 2002 Survey offersbenchmarksagaing whichto gaugethe potential of entrepreneurship
asameansof employment creation. In South Africa, for example, just aquarter of the population (26 per cent) stated on
both 2001 and 2002 that they believethat they had the knowledge, skill and experiencerequired to start anew business.’
Those adults who believed they had the requisite skills were eight times more likely to become involved in starting a
businessthan thosewho believed they lacked therequisite skills.®

Among theyoung Black populationin South Africawith upper secondary schooling completed (ie matricul ated), nearly a
quarter of those aged under 23 years (24 per cent) believe they have the requisite enterprise start-up skills.® The more
formally educated the population, the more likely they are to see themselves as having the requisite skillsto engagein
entrepreneurial activity.

These datasuggest that thereisawide gap in South Africabetween the potential take up of entrepreneurial activity andthe
redity isawideone. Only 6.5 per cent of the population surveyed could be classified asentrepreneurs compared with just
over aquarter of the population who said they had the ‘ knowledge, skill and experience required to start anew business'.

Astheprevalenceratefor entrepreneuria activity in the other developing countriessurveyedistwiceto threetimestherate
in South Africa, information on the gap between the potential and the reality is unknown until further analysis can be
undertaken. The GEM Survey for Indiain 2001 showed a 11 in 100 prevalence rate for entrepreneurs compared with
42in 100 of respondentsto therandom survey saying that they have theknowledge, skill and experiencerequiredto starta
new business.™

81bid Figure 7,p28

"Overall, men are about 50 percent more likely to be involved in entrepreneurial activity than women ( 14 percent to 9
percent). Thisratio is even greater for opportunity-based entrepreneurship (9 percent to 5 percent), but becomes equal with
necessity entrepreneurship (4 percent for men and 4 percent for women. )

8Mary Lyn Foxcroft Eric Wood Jacqui Kew Mike Herrington Nick Segal, 2003, global Entrepreneurship Monitor 2002:
South African Executive Report, Centre for Innovation and Entrepreneurship, Graduate School of Business, University of
Cape Town, p21

°lbid, p 21.

©lbid, p Table 7, p 26. Thisfigureisvery similar to all the other racial groups surveyed except one (‘ coloured’) where 46 per
cent of under 23 year olds saw themselves as having the requisite skills.

“GEM India Report 2001, Table 3.8, p 33.
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Conditionsneeded to foster entrepreneurship

Entrepreneurship is a difficult process to foster because it requires so many different supporting components for an
individua’sto movebeyond anideaor concept to successful execution. Promoting entrepreneurship asan option for young
peopleisdifficult evenin high-income countriesdueto therisk-averse nature of many ingtitutionsfrom banksto education
providers. Asnoted above, important festuresarethe quality of theintellectual property protectionregime, kil levelsof the
populationinthe country and support for starting anew business, including accessto informal investors.

However, inmiddleor low-income countries, thetask iseven more formidable dueto anumber of barrierswhich canrange
fromantipathetic attitudesin society at large to entrepreneurship asan option for young people, to thelack of appropriate
training and mentors and a denial of access to credit. These barriers in middle or low-income countries are further
compounded wherethe entrepreneurship involvesthe use of information and communication technologies(ICT), duetothe
shortage of thetechnical and skill supports needed to make effective use of the new technologies.

Thestructureof thispaper, therefore, isbased on firgt identifying the conditions needed for entrepreneurship to flower and
thenthe conditionsfor information and communication technol ogiesto work effectively. Critical analysisof the|CT-based
projectshas shown that many have failed to move beyond the pil ot stage because the supporting conditionsfor expansion
werenot present.

Promoting entrepreneurship asan option for young peoplerequiresarange of supporting actionshby governmentsand other
stakeholders. One vehicle for identifying whether these conditions arein placeisacountry’s proposed national youth
employment action plan. Theseareintended by the United Nationsto be comprehensive, country-level assessmentsof the
conditionsfavourableto entrepreneurship for young people.

UN support for youth employment

TheMuillennium Declarationin September 2000 committed world leadersto ‘ devel op and implement strategiesthat give
young peopleeverywhereared chanceto find decent and productivework.” Inresponseto thismandate, the UN Secretary
General set upthe Youth Employment Network to coordinatethe efforts of the UN, theWorld Bank and the ILOiinrelation
to youth employment and to act on recommendationsfrom aHigh Level Expert Panel.

The UN General Assembly in December 2002 adopted, with 106 co-sponsors, a Resolution on Promoting Youth
Employment, encouraging Member States to prepare national reviews and action plans on youth employment and
to involve youth organisations and young people. The Youth Employment Network isthe main body coordinating the
implementation of the United Nations General Assembly ResolutionA/57/165.

2 |pid p20



Oneof thefour key prongs of the national youth employment action plansisafocuson entrepreneurship. Theothersare:
governments' responsibility to promote employability, and the need for an emphasis on equal opportunities for young
women andyoung men. Thefourth key element isthe need for governmentsto create an environment where employment Campaign
creation isplaced at the centre of macroeconomic and other public policies®

Inrelation to entrepreneurship, governments are encouraged to promote::
abroad and dynamic concept of entrepreneurship to stimul ate both personal initiativeandinitiativesina
broad variety of organisations, whichinclude, but reach beyond, the private sector: small andlargeenterprises,
social entrepreneurs, cooper atives, the public sector, the trade union movement and youth organisations.
Countries also need to strengthen policiesand programs so that small enter prisescan flourish and create
decent work within an enabling environment.

In particular, five aspectsof areform program to promote entrepreneurship are proposed. Fird, itisrecommended that
governments seek to create anew culture of entrepreneurship, highlighting the value of entrepreneursto society and asa
worthwhile optionfor young people. Second, governments need to review existing regulationsto makeit easier tostart and
run enterprises. Itislikely that in most cases, the number of procedures for abusiness start-up and the delay in getting
authorization will needto bereduced. Other formsof support governmentscould providetofacilitate businessstart-upsare
easlly accessible one-stop sourcesof information and guidanceto help young peoplelearn how regulationswork, why they
need to be observed and what they need to do to comply.

Thethird areaof support recommended for attention to promoteyouth entrepreneurship under anationa youth employment
action planisin relation to education and training. In particular, it is suggested that existing courses also incorporate
entrepreneurial and businessskillsaspart of the core curricula.

Thefourthimportant arearecommended for attention isin relation to accessto credit.

1 Towards a Global Alliance for Youth Employment-th next five steps Recommendations on policy and process
2003-2005 of the Second Meeting of the High Level Panel of the Secretary-General’s Youth Employent Network
30 June-1 July 2003. Youth Employment Network, ILO.

¥lbid, para 1.2
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Oneof the strongest stimulantsto encour age young people to become entrepreneursisto ensurethey can
easily access seed fundsfor their businessideas. They need spacetotry out their ideas, provetheir talents
andlearn through experience before they enter the mainstreameconomy. Youth businessfunding must be
seen asadistinctive mechanismto help young peopleinto employment.®

Thefifth suggested areafor attention by governmentsin relation to the promotion of entrepreneurship for young peopleis
appropriateformsof business support.

Themore support ayoung entrepreneur can receiveinthefirst yearsof activity, thebetter hisor her chancesof creatinga
sugtainablebusinessor of becoming moreemployable. Business people should be encouraged to support young entrepreneurs
duringthecritical first yearsof their new businessby transferring their knowledge, experienceand contacts. They cando
s0 by mentoring, including themin their networks, bringing theyouth businessinto their supply chainsor providing pro-bono
adviceandtraining.®

Supporting conditions for youth entrepreneurship?

These supporting conditionsfor entrepreneurship, however, arenot likely to exist in any depth inmost low and middle-
income countries. Indeed, thisisconfirmed by resultsof the GEM 2002 survey where anegative relationship wasfound
between a range of conditions believed by county experts needed to support entrepreneurship and the prevalence of
necessity entrepreneurship. These suggested supporting conditions include adequate financial support, appropriate
government policiesand programs, mechanismsfor transferring research and devel opment to new firms, the presence of
commercial and professiona infrastructuresand the protection of intellectual property rights.

The negative association between the presence of supporting conditionsand the entrepreneurship of necessity suggeststhat
theformer arelikely to help but are not an essential requirement for entrepreneurship to exist, especialy wherethereare
limited alternativewaysof earning alivelihood. Perhapsamoreaccurateterm for necessity entrepreneurshipinlow and
middle-income countriesisself-employment.

These results also suggest that efforts by governments and international agenciesto foster entrepreneurship need to be
more conscious of what sort of entrepreneurship they are seeking to support. Efforts to support opportunity-oriented
entrepreneurship arenot likely to be appropriatefor necessity entrepreneurship. Measuressuch asprotection of intellectual

% |bid, para 1.2
®1bid, para 1.2



property rights, thelevel of financia support needed, the nature of the commercial infrastructureand thetype of business
mentoring sought needed to be assessed in thelight of people seeking a sustainable form of self employment rather than
togrow anenterprise.

Challengesfacingyouth ICT entrepreneurs

As noted above, the second major challenge youth ICT entrepreneurs face is access to appropriate infrastructure in
relation to information and communication technologies. A recent OECD report entitled ICT and Economic Growth:
Evidencefrom OECD Countries, Industriesand Firmsnotesthat

... having the equipment or networks is not enough to derive economic benefits. Other factors, such

asthe regulatory environment, the availability of appropriate skills, the ability to change organisational
set-ups, as well as the strength of accompanying innovations in ICT applications, affect the ability of

firms to seize the benefits of ICT.Y

Oneexampleof an appropriateinfrastructureisthe cost of telecommunication. The OECD report showsthat countries
with lower accesscoststypically haveahigher take-up of the Internet. The OECD report highlightsthefeaturesof a' best
practice’ approachtotheuseof ICT by enterprises. However, inrelationtoin middleor low-income countries, what are
theminimal 1CT conditions needed to support for afledgling enterprise?

The association between acountry’sper capitaincome and itscapacity to support | CT suggeststhat effortsto foster youth
ICT entrepreneursinlow-income countries (those with per capitaincomes|essthan $9,000) should consider first whether
theavailableinfrastructureis adequate to support anew | CT-based enterprise.

The importance of distinguishing between two types of entrepreneurship is highlighted in the 37 country Global
Entrepreneurship Monitor (GEM) survey.® The representative surveys found that nearly all (97 per cent) of the
entrepreneurialy active could be classified as either opportunity or necessity entrepreneurs. The former are
defined as ‘those who are willing volunteers seeking to pursue a business opportunity’. The latter are defined as
‘thosewho becomeinvolved asalast resort when other optionsfor work or participationin the economy are absent or are
considered unsatisfactory’.®

1 OECD : New Report : ‘ICT and Economic Growth : Evidence from OECD Countries, Industriesand Firms' ICT Develpment
Agenda, Commonvwalth Telecommunications Organisation, 11 August, 2003 http://www.ictdevagenda.org/
frame.php?dir=07& sd=10& id=466

18 Reynolds, P; Bygrave, W; Attio, E; & Haygem, M, 2002 Global Entrepreneurship Monitor 2002 Summary Report. htt:/
www.gemconsortium.org/default.asp People are defined as entrepreneurialy active if they ae trying to start a new business
and meet three criteria: 1) have done something in the past year -behaviour not wishes and dreams, 2) they expect to own part
of the business, and 3) they are in the start-pu phase-no salaries or wages for more than 3 months. Also included are ‘new
business owner/managers who are 1) activein management, 2) own some of the business, and 3) with salary or wage payments
for a period of up to 42 months.

¥ 1bid, p 13.
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Weighted to represent thetotal global population, about two-thirds of the adultsaged 18 to 64 years surveyed seethemselves
asentrepreneursin pursuit of opportunity and one-third seethemselves responding to necessity. However, the prevalence
of thesetwo different types of entrepreneursdiffersgreatly according to the opportunity structurewithinwhich peopleare
located. Countrieswith low per capitaincome have high rates of necessity entrepreneurship.? InArgentina, in response
totheeconomic downturn, therate of necessity entrepreneurship doubled between 2001 and 2002, morethan offsetting the
declinein opportunity entrepreneurship.2 However, many of these same countriesalso have high rates of opportunity-
oriented entrepreneurs, especially Thailand and Indiawith 15 and 12 persons per 100 respectively (see Table 1).

The distinction between opportunity oriented and necessity driven entrepreneurship makes a difference in terms of
expected outcomes? Opportunity-oriented entrepreneurs are much more likely, over two-thirds, to say they expect this
level of job creation compared with necessity-driven entrepreneurs, of whomlessthan athird had the same expectations.?
Other important differencesin expectationsare aso evident in relation to export markets, and creation of new marketsor
services?

Table 1: Prevaenceof typeof entrepreneurshipin middle and low-income countries, 2002, personsper 100 adultsaged 18
to64 years.

Totd Entrepreneurs | Entrepreneurs
Entrepreneurid | by necessity for opportunity
ativity rate rate
Thailand 189 34 153
India 179 50 124
Chile 157 6.7 85
Korea 145 41 86
Argentina 142 71 6.8
Brazl 135 75 58
Mexico 124 2.7 83
China 123 70 56
SouthAfrica 6.5 24 33

2 Mary-Lyn Foxcroft Eric Wood Jacqui Kew Mike Herrington Nick Segal, 2003 Global Entrepreneurship Monitor 2002:
South African Executive Report. Centre for Innovation and Entrepreneurship, Graduate School of Business, University of
Cape Town, p 5

2 Reynolds, P, 2003 ‘ The Entrepreneuria Spirit : What is Specia about Latin America? , presentation to I nstituto Panamericano
de Altya Direccion de Empresa [|PADE] Claveria, Mexico D.F.2 April

2 Reynolds, P; et al; 2002, Table 4, p 13.

Z |bid.



Another related important distinction about type of entrepreneurswhich highly both highly relevant to devel oping countries
andtothe nature of the assistance that needsto be provided. Thisisthedistinctionthe GEM 2002 Survey in South Africa
makes between whether the entrepreneur isoperating in theformal sector or theinformal sector.

The South African GEM 2002 Report discusses the results of a supplementary representative sample survey about the
different typesof entrepreneurshipsin South African Townships, described as* atraditionally black areawithin commuting
distance of an urban metropolitan ared.#

Thefocus of the survey was on township businesses that are defined as‘ small, very small or micro business operating
withinatownship’.® The survey found that the average number of employeesin aformal (registered) township business
is7.2, compared with an average of 0.8 employeesin aninformal township business® The conclusion drawn from this
findingisthat support effortsaimed at improving the prospectsfor job creation should focuson theformer:

To address the objective of maximising job creation, more resources should be targeted at formal
entrepreneursrather thaninformal entrepreneursinthetownships. Theinformal sector remainsenormoudy
important in generating self-employment income for alarge number of low-income househol dsbut isnot
generallyimportant inthe creation of employment for others.

Thenational surveysresultsalso show that most entrepreneursaimnot to work with new technologiesor operatein new
markets. Asmany as 93 percent of entrepreneurially active adults see their businessto be a replication of an existing
businessactivity. Thismeansthat they areworking with afamiliar product or service, they are operatingina competitive
market and that the technology they are using has been available for more than a year. Only a small minority (7
percent) expect their new firms to create a significant new market niche or economic sector. Only one per cent of
the entrepreneurs surveyed expect to create new market niches, provide 20 or more jobs in five years, and have
exports outside their own country.

2 Profiling South Africa’ s Township Entrepreneurs’, Chapter 6: in Mary-Lyn Foxcroft Eric Wood Jacqui Kew Mide Herrington
Nick Segal, 2003, Global Entrepreneurship Monitor 2002:South African Executive Repport. Centre for Innovation and
Entrepreneurship, Graduate School of Business, University of Cape Town.

% bid, p 28.

% However, only 12 per cent of the businesses surveyed were formally registered, idid, p 29.

7 1bid, p 30
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What placefor high potential ventures?

What arethe characteristicsof the small number of * high potential, innovative’ venturesidentifiedinthe 37 countries (just
under 10 per cent of the 9,615 enterprise of all enterprise start-ups). Compared withal other new ventures, entrepreneurs
setting up ‘high potentia’ venturesare morelikely to be men (71 percent versus 59 percent), and 63 percent are younger
than 35 yearsold.?

In addition, 50 percent of the entrepreneurs associated with high potential new ventures had university or postgraduate
experience (compared to 23 percent of al other new ventures), two-thirds came from the upper third of their countries
householdincomedistribution (compared to onethird for al other new ventures), and 5 percent did not havefull or part time
work (compared to 13 percent for al other new ventures). High potential venturesare morelikely to be concentratedin
manufacturing, wholesaleand business service sectors.

Analysisof thesurvey resultsshowsthat * high potentia ventures' (but not entrepreneurial activity in general) arestrongly
correlated with:
® market openness(i.e., anentrepreneuria firm'saccessto marketsand the quality of anti-trust legidlation)
primary and secondary education’ssupport for entrepreneurial atitudes,
population-level capacity and skillsfor entrepreneuria ventures,
quaity of intellectual property protectionregime,
quality of national support programsfor entrepreneurial companies, and
@ support for femaeentrepreneurship.®

Theseresultsstrongly suggest that high potential venturesareadistinct type of entrepreneuria activity that require special
conditionsto foster it. These conditions which are most often associated with high-income countries with substantial
research and development infrastructures. Programswhich aim to support high-tech entrepreneurship arenot appropriate
for other forms of entrepreneurship and are likely to be a waste of resources if offered in low and middle income
countries.®

% |bid, p 57 ® 1bid, p 22.
| bid, p 38.



Barriersto success asan entrepreneur

Thebarriersto successin relation to both young people becoming entrepreneurs and the use of 1 CT need to berecognised
and takeninto account. Inrelationto entrepreneurship, for example, lack of accessto credit isoften themajor problem but
notinall cases. South African Survey of Township Businesses showed that over half of formal (ieregistered) businesses
did not report lack of financeasamajor problem. Other mgjor problemsidentified werelack of own transport, competition,
theft, unavailability of electricity and lack of business skills. Lack of a means of communicating with suppliers or
customers as well as transport may be important barriers to operating a business®  Lack of knowledge about basic
business practices may aso be amajor barrier to success.

Significant differences are likely to exist between informal and formal sector entrepreneurial activity in terms of the
barriersto success. The former may require support which is focused on improving basic education levels, access to
micro credit and accessto trangport to enablebulk buying. Ontheother hand, formal sector businessesarelikely to benefit
from small business support such asaccessto business premises backed by minimal services such asgood transport and
communicationsinfrastructure.®

Thebarrierstosuccessinrelationto | CT also need to beaddressed. Thesearelikely to bemany, particularly if the country
has a per capitaincome level below $US9,000. At a minimum, countries with alow per capitaincome will need to
demongtrate that they can demonstrate that they have achieved a certain threshold of e-readiness. One aspect of this
readiness is evidence of government support in the form of a national ICT strategy and an implementation agency.
As the Government of Mozambique has noted, it requires an integrated approach, encompassing human resources,
infrastructure, business, government, legal and regulatory frameworks, and content/applications, with particular
emphasis on the synergy among these elements.®

31 The South African Township Business Survey showed that 83 per cent of formal businesses had cell or mobile
phone, but only 42 per cent of theinformal business had one. Two-thirds of the formal businesses had alineland
but only athird of the informal businesses. Only 35 per cent of formal businesses had a computer but this was
much more than the 3 per cent of the informal businesses. Still fewer township businesses has access to the
Internet (15 per cent of formal businesses and 1 per cent of informal businesses).

32 Over half of theformal and informal township businesses surveyed in South Africa (59 and 55 per cent respec-
tively) said they needed training in how to keep financial records.

% |bis, p 38.

% SeeBox 3
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Thailand, for example, with agross national income per capitaof US$1,940in 2001 (with the ranking 105 out of 208
countriesand defined by the World Bank asalower middleincome country) hasput in place arange of national policies
tofoster ICT (seeBox 2).

Box 2: Time for Delivery: integrating ICT in Development Programs in Thailand

Since 1998 a number of key |CT-related laws have been put in place, and an ICT Master Plan has been
adopted. A Ministry of Information and Communication Technology was created in October 2002 to lead
Thailand's ICT development. This includes not only hardware, infrastructure, software and content
development, but, just asimportantly, “ people-ware” devel opment.

Campaign

Strong emphasisisbeing placed onincluding al in the benefits of ICTs by providing help for the sick and
disabled, using I CTstodisseminate culturd information, devel oping and making avail ableassitivetechnol ogy,
and even providing ICT opportunitiesfor prisoninmates. ICTs are dso helping to widen accessto quality
educationand global content through initiativessuch as School Net Thalland. Through these efforts, combined
with political will and leadership and participation of all sectors of society, Thailand is making progress
towardsitsgoal of being aknowledge-based learning society.

Source: Summary of keynote address to the e Joint OECD Joint OECD/UN/World Bank Global Forum:
Integrating ICT in Development Programs by Ms Pensri Guntasopatr, Director, Policy and Planning
Division, National Electronics and Computer Technology Center (NECTEC), Thailand, April 4-5,
2003

However, low incomes countriesare not necessarily excluded from making good useof ICT . Mozambigue, for example,
hasagrossnational income per capitaincomeof only $US210in 2001, giving it thelow rank of 194 out of 208 countries.
After long period of preparatory work, animplementation strategy hasbeen putin placein 2002touseICT inarangeof
waysto reduce poverty.



Box 3: ICT Policy for National Development - Mozambique

Ms. LidiaBrito, Minister of Higher Education, Science and Technology, Mozambique, described how evena
very poor country like Mozambique seesthe need to addressICTsasatool in poverty eradication, through an
integrated approach. She described the concern of many people in government that there was insufficient
synergy between the government’ snational development plansand thegrowing ICT initiativesinthe country.

A high-level Nationad Commissionthat beganitswork in 1998 and culminatedin theapprova of animplementation
strategy in 2002, devised through broad consultation acomprehensive approach tousing ICTsasakey tool in
the war againgt poverty in Mozambique by building a knowledge society. This includes: guaranteeing all
citizensaccessto the benefits of global knowledge; improving governanceand public administration; making
Mozambiquearelevant and competitive partner in the globa information society; and making Mozambiquea
producer, not just aconsumer, of information and communication technol ogies and knowledge.

Implementation of the Strategy - with anintegrated approach covering human resources, infrastructure, business,
governance, legal framework and content - will take from 2001 to 2005. It requires an integrated approach,
encompassing human resources, infrastructure, business, government, legal and regulatory frameworks, and
content/applications, with particular emphasis on synergy among these elements. Achieving the goa s of the
strategy will require; co-operationamong all stakeholders; animplementation program that coversthewhole
country; effectively mobilising resources - both human and financia - to ensure timely and successful
implementation; and engaging international partnersincluding businesspartners.

Source: Summary of keynote address to the e Joint OECD Joint OECD/UN/World Bank Globa Forum:
Integrating ICT in Development Programs by Ms. Lidia Brito, Minister of Higher Education, Science
and Technology, Mozambique.

Programsto support ICT based entrepreneur ship

Theregppear to befew programsthat support | CT-based entrepreneurshipin general in developing countries. TheOECD's
Summary Matrix of Donor Information and Communication Technologies Strategies, dated February 2003, offersonly one
referenceto asupport program for entrepreneurship: the Enablis program, funded by Industry Canada.®

A search of World Bank-funded projectsreveasonly one project that mentionsyouth, ICT and business—the E-Business
for Small Business Development Project in Mexico, approved 31 July 2003.* Another source list, the WSIS list of
accredited programs, refer to only two programs related to youth entrepreneurs.®” These are; Junior Achievement of

% http://www.oecd.org/dataoecd/53/55/24999900.pdf, p 7

% One aspect of the project is to promote the employment of urban at-risk youth, Through 1CT-based training, and job
placement. www.worldbank.org

57 http://www.geneva2003.org/wsi S documents/ SO3-WSI SPC2-DOC-0009! ! M SW-E. pdf
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Nigeria; and Junior Enterprise International in Mali Association and JeunesseAction (AJA) Mali.

Anocther initiativewhich aimsto mobilisethetechnol ogica, entrepreneurial and professional expertiseand resourcesof the
African Diasporato support |CT- based entrepreneurship in Africais The Digital Diaspora Network —Africa® The
Technology Business Development Network of Kenya (c4IDEA.com) is an online resource centre for a technology
business development network that seeks to link entrepreneurs, interns, mentors, investors, and incubators with each
other.®

Inrelation to support for youth entrepreneurship, the Youth Business International network of accredited and affiliated
associations has already been noted but will be further discussed below. The Friends of Africa Foundation aimsto help
youngAfricans(uptotheageof 30) to develop sustainablelivelihoodsthrough skills, enterpriseand |eadership training and
practical support for young entrepreneurs.

Thelnnovation Hubin South Africaseeksto createjobsand build technol ogy competence through investment in people
andindigenousintellectua property.* *Youthin Business Centres' in The Bahamas and Barbados have hel ped young men
and women explore credit optionsand financial management programsand assist in marketing, product devel opment and
access to awide array of books, manuals, video tapes and other materials related to starting and maintaining a small
business.?

The Global Education Partnership worksin enablesstudentsto ‘learn how to start their own businesses, competefor high-
wage employment, and become socially conscious participantsinlocal development’. The program operatesinthe San
Francisco Bay Area, Kenya, Guatemala, Tanzaniaand Indonesia.®®

Other relevant programsrel ated to youth entrepreneurship with or without an ICT focusin high-income countriesareal so
worth closer scrutiny. TheseincludeAcademas, an online mentoring program whose objectiveisto stimulateand facilitate
career exploration among youth in Canada.* The ‘Community of One" Program is described as a youth business
partnership that offerstraining programsfor youth interested in entrepreneurship.®

The Centre for Entrepreneurship Education and Development (CEED) in Nova Scotia, Canada, delivers a suite of
successful programsamed at cultivating and directly assisting youth entrepreneurs. The Toronto based online Takingl TGlobal
Businessand Entrepreneurship network YouthBiz has 988 membersworld wide.

Quiosquedo Investidor? conducted by Portugal’s Youth Foundation, aimsto help young entrepreneursdeal with thered
tape’ required to establish an enterprise and toidentify business opportunitiesthrough better accesstoworld markets.® One
way thisis done is through partnership arrangements with international companies. The use of experienced business
people asmentorsisanother feature of the program.

Slingshot isan Australian-hased program to help young people aged 18-24into self-employment.*” Slingshot offers support
and assistance to young people by providing accredited training in business studies, mentoring from business people,



networking opportunities, accessto low interest loans, product demonstration support, accessto officefacilitiesand project
team support.

Thisoverview of readily identifiable projects based on information on the World Wide Web suggests that there are few
dedicated programsin or oriented to devel oping countriesthat focuson youth, ICT and entrepreneurship. Thefollowing
section looks more closely at four programs that offer a basis for identifying critical success factors for 1CT-based
entrepreneurship for young people.

However, one prominent example of aprogram that seeksto provide accessto high- income marketsfor theyoung self-
employedindeveloping countriesisOrphan I T

Orphan IT and GLOW (Global Learning Opportunities on the Web) ICT Centres

www.Orphanl T.comisanot-for-profit online social businessventure that employsyoung peopleincluding orphansand
other poor young adults in developing nations to provide I T services for online businesses in high-income countries.
Orphanl T isamarketing firm that offers clientsin highincome countries web devel opment services using the skills of
young adultstrained at computer learning centresinlow and middleincome countries. ltsaimisto generate new business:
to-business (B2B) marketslinking developing and devel oped countries.

Orphan|T actsasabroker or intermediary to offer smplel T work viaits Jobs Gateway portal to graduatesof itsdesignated
learning centres. Theonline JobsBoard will offer work to students, graduates, teachersand coordinatorsin|CT Computer
Telecentres(seeFigure 1 below). Thework can cover programming and coding, bulk scanning and dataentry, transcriptions,
log analysis& relationship marketing pressreleases, e-commerce & payment gateways, Siteresearch, copywriting and the
preparation of databases.

3 http://www.ddn-africa.org/

3 http://www.c4idea.com/press/200307_mew_tecj cemtre/htm

40 http://www.friendsofafrica.net/

41 http://all africa.com/stories/200210100758.html

4 http://www.iol.org/public/english/region/asro/bangkok/confy/youth/links/links.htm
4 http://www.geponline.org/

4 http://www.academos.qc.cal

4 http://www.ibsa-inc.org/onel/htm

4 http://www.fjuventude.pt/programas/sites/quiosgue/
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Thetypeof work commissioned could rangefrom the smpleand straight forward tasksusing the | atest release (1.1) of the
free Open Office suite (www.openoffice.org ). Anexampleof these sorts of taskscould bethe preparation of agraphics-
richand animated PowerPoint presentation based onasimple set oningtructionsastowhat waswanted. Other tasksmight
include the use of the Open Office spreadsheet function* DataPilot’ to analyse survey datasuch asamarketing survey.

Twotraining facilitiesin Manilainthe Philippinesandin Chennai in Indiaarelinked to Orphani T. Thefirst pilot GLOW
centrewasopenedinMarch 2001inManila®® Young people are paid an average of US$5 per hour to produce web pages.
Morethan 2000 hoursof paid commercia work hasbeen commissioned. Thereisawaiting list of over 20 clientswanting
to hire our Orphanl T.com graduates. Orphan IT's target over the next two yearsis ‘to channel US$1,000,000 of new
businessto 101CT computer centersfrom 100 customers, creating over 500jobs

The project hasreceved an awardin the Global Junior Challengeand mentioned asagood example of asuccessful remote
services businessesin an article entitled * Serving the world's poor profitably’ by CK Prahalad in the Harvard Business
Review:

Now, thanksto therapid expansion of high-speed digital networks, companiesarereaizing even greater savings
by locating such Companiesredlizing savingslocating labour-intensivefunctionssuch ascall centers, marketing,
and back-office processingin developing areas. eg, thenearly 20 companiesthat use Orphanl T.com'saffiliate-
marketing services, provided viaitstelecentersin Indiaand the Philippines, pay one-tenth the going rate for
similar servicesintheUSor Augtralia

47 http://www.slingshot.org.au/
% Sponsors of the telecentre are Hyperstudy.com, EdMedia.information, Opportunity International, CCT (PI)
Intel, Gold Sachs, Objective Group, leading Australian education providers and You!



Figure1: How the Community Jobs Gateway will work

(OrphanIT JOBS GATEWAY FOR ICTs ﬁ‘g

Select a folder or distussson fom the k41 below

LT Chiex Here to Begin (1 ssider
[ Qusck Help
3 Mested Falder
3 Domea Foider
£ Wobx 5.0 Featuros
b (&) Cascading Style Sheots |
b B} Hotsnks and Emotic
3! Favorite ideas i
[£5) A Gt for orderin
i} ot Topic Indicator (& messsge]

Companies post Jobs freely
and communicate with centres

7

ema in a folder (19 messages

eMentors ie from Seniorsnet
assist & help manage jobflow

T

t B Uner Het ges
b B Mark a8 Read in Message Conter (5 messages)

b _m—.. Agree 13 rules bolore Bocaming & full member () messages)

Students & ICT Centres
apply for Jobs & post profiles

S5 (8 O Conn) Craa
L

Jobs flow

Management
Fees

Clients

OrphanIT
Jobs
Gateway

|
) - wm es
Commissions eam

for Contracts

Fees for
Labour

OrohaniT

ﬂm_macmm. a
V"<, quofe... Other

Clients

17

Campaign



Campaign

18

Strengths and weaknesses

The Orphani T model addresseswhat isoftenamajor barrier for poor peoplein devel oping countries—how to accesshigh
income markets. The Orphanl T Gateway offersthe means of linking the services of young peoplein low and medium
income countries with markets in high-income countries through the medium of ICT. Thelink involves matching the
needs of cost-conscious small businesses seeking to make use of online servicesto the services offered by young people
withtherequisitelCT skills.

Orphanl T isthefront-end marketing operation that offersnot only amechanismfor job matching (ajobs gateway portal)
but asotheright context or environment tofacilitate thetransaction. The context of * helping the poor and disadvantaged
Isanimportant motiveto encourage customersto usethe services of young peopleat ‘armslength’ in other countries.

Theright context highlightsthe mutually beneficial nature of the exchange. Theseller of the service getswork at arate
of pay that he or she could not get domestically. Thebuyer isableto purchaseaserviceat aratethat he or sheisprepared
to pay. The emphasisin the exchange, thereforeis on ‘trade, not aid’ — in other words, young people in developing
countriesarenot receiving charity but are being paid for an export whichisthe product of their skillsin computer software
development.

Thetypeof entrepreneurship being fostered inthismode! isone based on necessity. It isperhaps better described asself-
employment. Itisaform of employment that requiresconsiderable support from anintermediary tosurvive. Thissupport
ismost likely toinvolve continued accessto thetraining centre'sreliable hardware and appropriate software needed to
undertake the commissionedwork. Theupsideof thismodel isthat the young person does not need to fund the cost of
entry tothismarket. Theonly investment required istheyoung person’stimeand application to acquire the skillsneeded
inthefirst place.

However, theyoung personisnot limited to self-employment asthe only option. With sufficient savings, he or shemay
wishto purchasetheir own computer and appropriate software and thus compete for work directly without having to pay
for access to the training centre's facilities. With anumber of projects completed and the commendations of happy
customers, thetransition could be made from self-employment asanindividual to the start of an independent business.

Thewesaknessesof themode!, however, also need to be addressed. Oneisthereliability of theintermediary. Thisapplies
to not only the quality of the ICT training provided by the intermediary. Fundamental to the longer-term viability and
scalahility of themodel ishaving in place the systemsto manage the workflow of the commissioned work and to handle
the subcontracting relationship. Someform of external accreditation of thetraining, software devel opment processesand
management systemsis most likely to be needed to enable the model to be scaled up to operate beyond a pilot stage.
Providing the quality assurance framework.

Direct support for individualsisalso likely to be needed. Thiscan beachieved through assistance provided by mentors.



Orphanl T notesthat they areworking to devel op relationshipswith communities|ike SeniorsNet and Third Ageto provide
‘arms-length’ mentor-professional servicesfor thelCT centregraduatesby email or voice over Internet connections. The
establishment and maintenance of such anetwork islikely to bearesource-intensive project initself, requiring aseparate
alocation of funding. Itwill requireathird party facilitator to manage the one-to-one mentoring relationships.

Separate funding isalso likely to be needed to operate an accreditation process that is vetted by athird party. A social
franchisemodel isoneoption. Thiswould need toinvolve specification of aset of servicesto be provided by the Lead body
such asmarketing and branding internationally, fundraising and devel oping sitable support networks. Theresponsibilities
of the service agency will also need to be specified and should include the maintenance of hardware and softwareand the
typesand extent of support to the self-employed ‘jobbers'.

Concluson

Thispaper hashighlighted several important considerationsrelated to promoting opportunitiesto create employment for
young people, using ICT. Thefirst isthe need to distinguish between self-employment and entrepreneurship as two
separate activitiesrequiring different skill setsand formsof support. Self-employment isthefocusof most young people
intheinformal sector. Themain need for the self- employed isto generate enoughincometo survive. So how to manage
money and to savethe small surplusgenerated are the soft skillsrequired for thisform of employment to becomeviable.
Entrepreneurship, on the other hand, requiresamore complex set of skillsfrom marketing to managing cashflow. More
extensivetraining isrequired to enhancethese skills.

ICT doesprovideavaluableway to createasupply of skillsthat areindemand. However, considerable attention needs
tobegivento how to gain accessto high-income markets. Thisisthe particular strength of the Orphani T model of linking
thelCT related needsof small businessin high-income countrieswith the skills of young peoplein middle and low-income
countries. Theissuethat still needsto beaddressed isthe management of quality control for thework produced by young
people. A mechanism is needed whereby a third party can vet and vouch for the quality of the work produced by
young people for high-income markets.
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