
Journal of Education and Practice                                                                                                                                                      www.iiste.org 

ISSN 2222-1735 (Paper)   ISSN 2222-288X (Online) DOI: 10.7176/JEP 

Vol.10, No.17, 2019 

 

42 

Issues and Challenges for the Development of the Knowledge 

Economy in Sub-Saharan Africa 
 

Jonathan S. Mbwambo1,2 

1.Inter-University Council for East Africa, P.O.Box 7110, Kampala, Republic of Uganda 
2.College of Social Sciences and Humanities, 

P.O. Box 3035 Chuo Kikuu, Morogoro, Tanzania 
 

Abstract 

Africa and particularly Sub-Saharan Africa has the lowest tertiary gross enrolment ratio globally, significantly 
lower than South Asia. This low enrolment is happening at the time when the population of the region is growing 
at unprecedented rates creating a population age structure dominated by young people under the age of 25 years. 
Unfortunately, the high population growth rate is not corresponding to the level of adequate human capital 
required for economic growth. For the region to gain from its youthful population, there must be concerted 
efforts to enhance productivity through education and skills development. In other words, governments in the 
region must ensure that the growth in the youthful population must be such that they are capable of contributing 
to the economy through productive jobs. While higher education institutions in the continent, continue to fall 
short in number of students they enroll and the quality and relevance of training they offer. This paper argues 
that both the number, length and quality of schooling in Africa is responsible for low economic growth. The 
paper proposes that unless investment in higher education is enhanced, countries in the Sub Saharan Africa will 
not attain requisite economic growth commanded by knowledge in science, technology and innovation. The 
paper recommends that since higher education generally has a greater effect on development outcomes, there is a 
need for develop policies and strategies to ensure investment in higher education is given high priority.  
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1.0 Introduction 

Today, with nearly 70% of college students in the United States attending public universities, the percentage of 
students attending universities in Africa remains the lowest. At an average of 4.3% annual growth in higher 
education, Africa and particularly Sub-Saharan Africa has the lowest tertiary gross enrolment ratio globally, 
significantly lower than South Asia (Gandhi, 2018). This low enrolment is happening at the time when the 
population of the region is growing at unprecedented rates creating a population age structure dominated by 
young people under the age of 25 years.  

Unfortunately, the high population growth rate is not corresponding to the level of adequate human capital 
required for economic growth. The World Economic Forum's Human Capital Index reported in 2017 that Sub-
Saharan Africa captures only 55% of its human capital potential compared to the global average of 65%. Thus, 
unlike Asia whose demographic dividend contributed 25-35% to the Tigers economic growth in the 1980s, 
Africa is yet to effectively utilize its demographic potential for economic growth and subsequent transformation 
of livelihoods. 

For the region to gain from its youthful population, there must be concerted efforts to enhance productivity 
through education and skills development. In other words, governments in the region must ensure that the 
growth in the youthful population must be such that they are capable of contributing to the economy through 
productive jobs. Once provided with education and skills, the young people can be gainfully employed and 
hence become a catalyst for socio-economic transformation. 

However, the demand for enhanced provision of skills in the continent is faced by many constraints. While 
institutions in the continent as reported by Johanson and Adam (2004) and WEF, (2017), continue to fall short in 
the assessment of their relevance to economic and social needs and their effectiveness in developing skills, it is 
not clear how the level of investments in higher education affects the overall potential for the development of the 
knowledge economy in the continent. Using literature and data from Human Development Reports, this paper 
shows how years of schooling have directly impacted on low Gross National Income per capita and argues that 
without concerted efforts to commit more funding in higher education, the continent will not be able to grows as 
expected.   

This paper is divided into three sections sections. Following this introduction is a section on the analysis of 
the role of higher education in enhancing and sustaining productivity. Using data on enrolment, this section 
shows how low enrolment in the region has affected the overall productivity of the region. This section 
succinctly shows that higher education in the region is yet to impart effectively in productivity in the area. The 
third section of this paper looks into the creation of the knowledge economy as a means for enhanced 
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productivity. This section looks into a comparative analysis of knowledge variables and ends with a presentation 
on existing spending in higher education. The last part of the article recommends a model for the development of 
higher education based on the lessons learned from the project.  
 
2.0 Theoretical background 

Economic development, defined here as the increase in national production of goods and services, is a complex 
process, and economists have had a difficult time identifying the factors that determine whether it occurs. 
Centuries ago Adam Smith (1776) identified “the acquired and useful abilities of all the inhabitants or members 
of the society,” what is now called “human capital,” as one of the four types of fixed capital that contribute to 
production in a national economy.  

Some economists including Schultz (1961) while studying the incidence of poverty in poor countries 
observed that lack of human capital is the main factor explaining lack of development in poor countries. Using 
evidence from economic recovery of rich countries after the Second World War, Schultz (1961) theorized that a 
nation’s capability to productively use physical capital is a function of its level of human capital and that if 
human capital does not increase along with physical capital, then economic development cannot proceed.  

Based on what was theorized by Schulz, it can generally be concluded that investment in human capital is 
beneficial for growth. However, recent scholars including Margison et al., (2013) have looked at the type of 
human capital required and recommended that investment in science, technology, engineering and mathematics 
(STEM) than general education yield the greatest returns.   

Looking at the importance of STEM, Marginson et al., (2013) concludes that there is consistent linkage 
between skills in STEM with the development of  research as well as industrial innovation. This paper adopts the 
reasoning provided by Marginson et al., (2013) that for countries to develop, there must be efforts to develop 
human capital with effective capabilities in science, engineering, technology and mathematics.  
 
3.0 The state of the economy in the East African region 

The review of economic growth in the East Africa has indicated that the East African region has reached an 
impressive growth averaging 6% annual GDP growth in 2016. This growth implies that there is growing 
economic activity taking place, an increased exchange in the volume and value of goods and services traded. 
Moreover, the proclaimed growth rate is a proof that the region has finally made a structural shift in its 
economies and hence higher prospects for changed livelihoods.  

But even as the economies of the EAC have been growing, this growth has been accompanied by a growth 
in inequality in virtually all countries. In other words, while the East Africa States are proud of their economic 
prosperity, not all citizens of East Africa have seen or felt the benefits of these impressive GDP growth figures. 
In many cases and as evidenced from Table 1, life has become much bleaker and the highly pronounced 
economic boom has not generated the wealth that it was expected to produce. Put more bluntly, the growth in the 
East African has been met with growing poverty and inequality as presented in Table 1. 
Table 1: Poverty and inequality in the East African Region 

Country 

Poverty – % of Population Inequality: % of income going to the:- 

At $ 1.90 a day PPP At $3.20 a day 
PPP 

Top 25% of the income 
distribution 

Lowest 25% of the 
income distribution 

Burundi 32.4a  53.2a 46.7 6.6 

Ethiopia 29.6b  29.8b  

Rwanda 60.4a 81.5a 57.1 52 

Tanzania 48.8 28.2 - - 

Uganda 34.6 66.6 48.3 6.4 

Source:  AfDB Statistics 
World Bank, WDI, 2017. Poverty Head Count Ratio (% of the population at $1.90 a day, 2011 PPP) 
National Poverty Line 

One of the key factor that have contributed to increased inequality in the region is low participation rate of 
the people and especially young people in the major economic activities because of lack of skills and capacity to 
produce and sale commodities for local and regional markets.  

The level of skills and especially high-level skills in the East African region is comparatively very low as 
reflected from data in higher education enrolment rate illustrated by Figure 1.  
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Comparing to other regions, access to higher education in East Africa is low averaging around 4%.  As 
results of low levels in skills development along with other factors, the level of unemployment is low as 
presented in Table 2.   
Table 2: Growth and employment dynamics in East Africa  

Country 
GDP Per Person employed (2011 PPP$) Unemployment (age >15 years, % of the population 

2015 2016 2016 

Burundi 1,502.0 1,451.4 17.7 

Ethiopia 3,342.4 3,455.8 21.6 

Kenya 8,390.0 8,583.1 38.8 

Rwanda 3,400.0 3485.6 17.0 

Sudan 16,022.0 16,055.4 24.1 

Tanzania 5,799.5 6,034.5 17.9 

Uganda 3,971.5 4,020.1 17.0 

East Africa  6,082.2 6,193.1 36.1 

Source: AfDB, 2018: East Africa Economic Outlook. 
The high incidence of unemployment presented corresponds theoretically very well with what is claimed by 

Wolf and Gittleman (1993) and Seetanah and Teeroovengadum (2017). The two authors, in their work relating 
productivity and levels of education, shows that increased higher qualification is accompanied by an annual 
increase in the output between 0.4% and 0.63. As seen in the next section, productivity increases with increased 
level of skills associated with years of schooling.   
 
2.0 The relationship between years of schooling and income 

Regression analysis on the relationship between years of schooling and Gross National Income per capita from 
186 countries around the world shows clearly that there is significant relationship between Gross National 
Income Per Capital and years of schooling as presented in Figure 2. 
 

Figure 1: Gross enrolment ratio by region  

Sources: UNESCO Institute for Statistics (GED 2010). 
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Figure 2: Relationship between years od schooling and income. 

The higher income that results from increased years of schooling may be referred to as “education 
premium.” Research shows that this premium has grown over time and as seen from Figure 2 increases with 
years of schooling. Thus, combining what is presented in Figure 2 and Figure 3, it is not surprising to see that 
countries in the eastern and southern African are ranked low with respect to Human Development Indicators 
(Table 3). 
Table 3: Human Development Groups 

Human Development Groups Mean year of schooling Gross National Income Per Capita ($) 

Very High Human Development 12.2 40,041 

High Human Development 8.2 14,999 

Medium Human Development 6.7 6,849 

Low Human Development 4.7 2,521 

Source: Human Development Report, 2018. 

Thus, there is a more significant potential that the development or rather the investment in higher education 
in the Eastern and Southern Africa would result in substantial economic transformation. Put simply, the East and 
Southern Africa must strive to build the requisite human capacity geared towards the development of knowledge 
and skills.  

Knowledge is both an economic output and inputs that strengthens industrial processes. In this case and as 
Leon (2017) argued, the ability of any nation to remain competitive in a globalized environment depends on its 
ability to produce high value-added goods and services based on the available intellectual capital. Unfortunately, 
the intellectual capital is only nurtured in the university and research and development institutions. 
 
4.0 Creation of the Knowledge economy in the region 

Beginning with a comparative assessment of the knowledge economy measured through knowledge assessment 
methodologies, this section looks at the extent to which Africa and particularly Sub-Saharan Africa compares 
itself with what is happening in other continents.  

Based on the Knowledge Assessment Methodology (KAM) developed by the World Bank in 1999, Africa 
and more so Sub-Saharan Africa has the lowest levels in the production and utilization of knowledge for 
economic development. Looking at content creation across the World (Table 4), it is evident that the region 
needs to enhance investment in the development and utilization of knowledge. 

As Table 3 shows, developing countries occupy the nethermost of the index with Sub-Saharan Africa 
ranking the lowest.  However, while region is indicated to score low in content creation, recent studies on 
knowledge economy in Africa suggest that the continent is starting to amalgamate with or may be in its way to 
transmute itself into a knowledge economy. 
Table 4: Comparative assessment of content creation in the world 

SN Country Academic Articles Collaboration coding Domain creation 

1 Europe 38.8 39.6 40.4 

2 North America 27.6 38.9 36.6 

3 Asia 22.6 12.7 14 

4 Latin America/Caribbean 3.6 4.3 4.8 

5 Oceania 3.2 3.1 2.6 

6 Middle East/North Africa 3.1 0.7 1 

7 Sub-Saharan Africa 1.1 0.5 0.7 
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With average spending in education approaching 20% (Figure 3), there is a high potential for Africa to 
grow into a knowledge economy.   

 
Figure 3: Government expenditure on education in East and Southern (%  of GDP) 

However, looking at the distribution of spending in education as presented in Figure 4, the share of the 
expenditure in middle and high skills provided in university and technical institutions are comparatively low. 

 

 
Figure 4: Allocation of Public Education Expenditure by Level of Education (Source: UNESCO Statistics) 

While it is strategically correct to invest in primary or basic education, it is important to note that 
investment in primary education alone do not bring about the necessary impact for economic development 
because of the inherent relationship between years of schooling and per capita income. This is simply because 
primary and secondary level of education have different economic outcomes. For example, it is unlikely that 
primary education plays the same role in producing and bonding national leaders to guide the process of 
economic growth and transformation. In other words, higher levels of education tend to have larger development 
impacts than lower levels of education 

This argument is supported by an inherent relationship between the level of human development and the 
percentage of population undertaking tertiary education. As Figure 5 shows, countries with high Human 
Development Index has more that 70% of their population with tertiary education. In contrast,  countries with 
low Human Development Index of which most are found in Sub-Saharan Africa have only 9% of their 
population with tertiary education as presented in Figure 5. 
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Figure 5: The percentage of population with tertiary education compared with HDI of 2017. Source: 

Author’s calculation from HDI, 2017. 

With low percentage of people with tertiary education, Africa has a limited potential to build institutions 
and practices known as a National Innovation System necessary for the development of knowledge producing 
population and organizations for economic transformation. 
 
5. Conclusion and recommendation 

The conclusion that education generally has a significant impact on development outcomes in Africa suggests 
that policy makers should invest in more education for the citizens of their countries. This is especially the case 
in Africa where levels of educational attainment is very low. Besides the broader general effect of education on 
development outcomes, the finding that higher education generally has a greater effect on development outcomes 
suggest that African policy makers should continue to invest more in higher education than they currently do. 
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