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ABOUT THE EXECUTIVE LEADERSHIP SERIES

The Microsoft Executive Leadership Series is pleased to present independent perspectives from some of today’s leading thinkers on the ways that IT innovations are transforming how organizations operate and how people work. The role of information technology in business, society, and our lives continues to increase, creating new challenges and opportunities for organizations of all types. The titles in this series are aimed at business leaders, policy-makers, and anyone interested in the larger strategic questions that arise from the convergence of people, communication media, business process, and software.

Microsoft is supporting this series to promote richer discussions around technology and business issues. We hope that each title in the series contributes to a greater understanding of the complex uncertainties facing organizations operating in a fast-changing and deeply connected new world of work, and is useful in the internal dialogues that every business conducts as it plans for the future. It remains our privilege and our commitment to be part of those conversations.




PREFACE

This book began with a question.

It was at one of the keynote presentations I was doing around the material in my first book, Generation Blend: Managing Across the Technology Age Gap, which talked about how generational differences could complicate the efforts of organizations to implement “Web 2.0” social computing technologies and engage the cohort of workers who grew up marinated in digital culture. The questioner asked, in accented English, whether the differences and the strategies I talked about would apply in countries where the demographics were “upside down”—that is, where young people vastly outnumbered their elders. I said I wasn’t sure, but I could do some research.

Two years later, here is the product of that research.

It’s not the book I imagined. In fact, if I’d imagined this book from the start, I doubt I would have had the audacity to attempt it. Instead, I was led into this project by trying to explore a more narrow subject: the similarities and differences in the attitudes of the Net Generation in developed and emerging economies, and how these might be shaping the future of work.

Needless to say, the entire subject of information and communication technology (ICT) in emerging technologies is rather complex. Fortunately, I was engaged by one of my corporate clients to undertake research along these lines. I had a large amount of data at my disposal and a corps of experts and analysts to help me interpret it.

That project allowed me to recognize the trend at the center of  Young World Rising, one of the most exciting developments in recent economic history: the emergence of a new global ethos of entrepreneurship, seeded by massive investments in capacity-building by governments, non-government organizations (NGOs), and multinationals, fueled by the spread of networks and connectivity, and fired by the burgeoning ambitions of a global generation of young people more than 4 billion strong.

The scale and importance of that story seemed to dwarf any tactical insights I might have discovered about the behaviors of Net Generation workers within existing organizations. Across what I came to call the Young World, the next generation is not waiting for opportunities to arrive or for institutions to keep decades-old promises. They are making their own futures. And, incidentally, they are making all of ours as well.

As I began reaching out to young entrepreneurs all around the world, talking to experts, combing through books, papers and Web sites, I began to perceive some important commonalities in the approaches taken by startups (specifically, software and services companies, who are able to leverage networks and knowledge to create new wealth from very modest capital) across the Young World, regardless of size, scope, or location.

The Millennial generation in the Old World makes its presence felt by transforming existing institutions—the workplace, civil society, the consumer marketplace—with its new norms and approaches. The rising generation in the Young World is marshalling significant resources to create new models to replace the dilapidated and dysfunctional legacies that previously defined their environments. For these young entrepreneurs, it is not just about the success of their own business, but about creating a better model for all business: one that is appropriate for a resource-constrained world and that attempts to compensate for arbitrary boundaries that globalization and networks now render obsolete. Their new organizations have Net Generation  values woven into their DNA, and have enormous transformative potential as they spread and grow.

In both the Old and Young Worlds, the challenge for incumbent institutions is to find ways to blend the vast potential of Net Generation approaches with the wisdom and knowledge of mature experience. Finding ways to achieve that blend is what motivated my earlier work on the digital age divide in the Old World knowledge workforce, and it is what drives me to explore the issues of the Net Generation in a global perspective.

During this project, I was fortunate to make the acquaintance of scores of experts and professionals in the fields of economics, international development, international business, technology, and demographics who were kind enough to share some of their insights with me. My goal was to synthesize these very specific fields of expertise into a broader view that would be actionable by business leaders, policymakers, and others whose success depends on understanding larger trends going on in the world as they plan future strategy.

The discussions with the experts were enlightening, but my favorite conversations were with the young entrepreneurs. I am an entrepreneur myself, having participated in the creation of seven companies since 1994 (when I was 25), including the digital communications firm in Seattle where I remain a principal. The mindset and the experiences of the young innovators I spoke to resonate strongly with me, as does their idealism. It was my privilege to give them voice in this forum.

So this is where a simple question can lead. I didn’t know that it would take me, 14 months later, to a modest home off the busy streets of Bangalore, India to sit and have tea with the youngest member of the World Economic Forum (and his mother), or that I would end up lobbing a boulder into the pond instead of a pebble.

I don’t expect my analysis to meet with universal agreement, or the insights of the entrepreneurs profiled in these pages to be treated as gospel. At best, both are food for thought. Will the Young World rise? Outcomes are never certain, but after hearing these stories, perhaps there is reason to hope.

 

Rob Salkowitz 
Seattle, Washington 
June 2010




INTRODUCTION

Suhas Gopinath knew he was in trouble. He had failed an exam at his high school in Bangalore, and his mother would not be happy. Like middle-class mothers the world over, she believed strongly in education as the means to achieve a good life and a stable job, and leaned hard on her children to excel at school. Surely she would take his poor result on the exam as proof that something was amiss with the extracurricular activity that was taking up more and more of his waking hours.

“You are spending too much time at that Internet café, ” she said to her 15-year-old son. “You must swear on my head that you won’t visit that shop and will focus on your studies!”

“But mother, what about Bill Gates?” replied Suhas.

“What about him?”

“He’s the richest man in the world, a great entrepreneur who built his company from scratch, and he never finished his studies, so why do you force me to?”

Bill Gates, who has spent a considerable portion of his fortune promoting education around the world, would probably not approve of young Suhas’s reasoning, but he might allow himself a certain pride in the achievements of the young man he inspired.

The reason Suhas was failing in his studies is that he was spending his nights building Web sites for businesses in the United States, a skill he taught himself at age 14 when he minded the local cyber café during the owner’s daily lunch break. Seeing the boy’s talent, the owner suggested he register as a freelance developer.

For the first year, it was tough going. Suhas did not have a PC at home and had to work at the Internet shop. A friend in the United States helped him generate sales leads, but companies were reluctant to do business with someone so young and lacking in formal academic credentials.

Suhas eventually hit on a strategy to reach his target market of small manufacturers. He would identify prospects from the phone listings, seeking out companies that had e-mail addresses but no Web presence. He sent the companies e-mail inquiries suggesting that he represented a firm in India interested in placing a large order for import. The companies would respond to the opportunity, offering to mail out printed catalogs because they were not on the Web. Suhas then curtly informed them that he could not do business with them, because their lack of e-commerce capabilities did not meet his supply standards. Several weeks later, he followed up with a brochure from his real company, Globals Inc., offering to design and develop a site at an attractive price.

This scheme was such a success that it is now studied in marketing programs at Indian business schools. “I am sure that none of those companies regret their decisions,” said Suhas. “They are small businesses in a global economy and they need to be on the Web, for themselves and their customers. The next inquiry they receive might be real.”

Suhas spent the remainder of his teenage years building up his company. The first employee he hired nearly turned down the job offer when he found out his boss was only 15. Suhas reassured him that he was not interested in strict hierarchies in his company and everyone would be treated as colleagues. He stuck to that approach as the business scaled up from building five sites per month to fifty.

Over the next several years, Globals grew to employ 120 people in 12 locations worldwide, but the company culture is still rooted in that same ethic, where team members are given respect and room to express their talent. On Friday afternoons, visitors might find the  Bangalore offices dark, and the team of hardened IT professionals—most in their mid-20s—blowing off steam playing hide and seek with their 21-year-old CEO.

Suhas tried to keep up with his studies, but his attendance problems at the local university were so severe that the school would not allow him to sit for his final exams. In this case, however, the truant had a unique excuse. “I had joined the World Economic Forum and was traveling quite a bit,” Suhas explained. Indeed, the international organization, whose annual meetings in Davos, Switzerland feature a who’s-who of the global elite from Bill Clinton to Nandan Nilekani, honored Suhas Gopinath, its youngest member, as Young Entrepreneur of the Year in 2008.

One of Suhas’s professors, recognizing the innovator’s dilemma of having to balance school work with the responsibilities of a global executive, summoned him to the faculty chambers to offer a compromise: He’d ignore his student’s abysmal attendance record, but was interested in seeking other employment. Perhaps Suhas would consider his application to work at Globals?

Today, Suhas presides over an expanding IT services business that is experiencing strong growth amid the global recession by helping its clients save the costs of developing their applications and managing their data centers. He is a passionate advocate for entrepreneurism, meeting with everyone from students to government leaders to promote the virtues of forging one’s own destiny in a society where most educated young people still prefer the predictability of a paycheck from the government or a large company.

Despite the influence of his example and his energy, there are still people who remain to be convinced. His mother, who once scolded him for failing a high school exam, still frets that his unsettled lifestyle will make it hard for him to find a bride, and sometimes asks if it would be possible for him to put one of his friends in charge of Globals so he could go and get a steady job working for Infosys.
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Suhas Gopinath has received a lot of attention in the global media. Who can resist the story of the teenaged CEO sipping champagne with the grandees of Davos when he’s barely of legal age to buy a  beer at the corner shop? Some might say his case is exceptional: In a country of more than a billion people, it is possible to stumble upon a one-in-a-billion individual.

The sheer novelty of Suhas’s personal story should not obscure the larger point. This ambitious young man found success because of his talent, to be sure. But he also benefited from a unique confluence of powerful forces that is extending the opportunity to express talent more broadly across the globe and more deeply into the socioeconomic scale with each passing day.

The spread of information networks and the development of information and communication technology (ICT) skills across a broader swath of the workforce open new avenues to prosperity that did not exist even a decade ago in many parts of the world. It also creates a whole new set of opportunities and uncertainties for global businesses. The old problems of the Young World may still remain, but the introduction of this new dynamic can begin to bend the curve upward.

Young World Rising traces the shape of that bending curve.




A BRIGHT AND CROWDED FUTURE 

As we look ahead to the second decade of the 21st century, the global economy is at a crossroads. Industrial-age institutions have reached their breaking point, and it is not clear whether the frantic efforts of the established order will bring about their renewal or just drag out the process of collapse. Even if recovery from the 2008 financial crisis happens quickly, what character will it assume? Will leadership come from the top, or from the bottom? Will change be driven by reform at the center, or by insurgency from the edge?

The answers to those questions have enormous consequences for organizations that have to plan ahead. Every company wants to stay out in front of changes in its industry and markets. Every company wants a clear roadmap. But the road ahead is far from clear. A world in which change and innovation come from outside the traditional channels presents a far different set of challenges from one in which large, archaic institutions cling to power and extract subsidies from governments terrified to let them fail. Either future is possible, but which one do you plan for?

Given the stakes, firms need to cover their bets by considering a range of possible futures, not just the ones that seem most likely or convenient from the present vantage point.1

Young World Rising spells out one direction forward, working through the implications of a world in which growth and innovation are driven by young countries, new workstyles, networked organizational structures, and business models enabled by the borderless spread of knowledge and talent. It is meant to help organizations develop a strategy to reach new markets, engage new talent, anticipate new sources of competition, and think through the changes they need to make to adapt.

Young World Rising is not a prediction. It’s a rich description of, and argument for, a future scenario in which the world looks very different from the one many of us might expect. Nonetheless, this future may come about if several forces combine in ways that, in retrospect, would appear entirely inevitable and unsurprising. It may be taking shape before our eyes, though we are too distracted by other issues to see it. If the dynamics driving the rise of the Young World are not derailed by other uncertainties, businesses and organizations will need to pivot their management practices and technology investments to adapt. But first, they will need to understand the forces at work and appreciate the motivations driving the change.

Typically, conversations about global economic change in the 21st century are dominated by questions about the role of China. Those questions are important, but Young World Rising is not a story about China.a Though China is an enormous, rapidly (but unevenly) developing country with vast potential, it, and Russia, and most of Eastern Europe, remain closer to the West and Japan in terms of demographics. China also sits apart from most of the world in terms of the ability of its government to drive both economic development and social regimentation (see “What About China?”).

WHAT ABOUT CHINA?

When it comes to discussions of emerging economies, China is the 900-pound panda in the room. The growth of China is undoubtedly the biggest economic story of the half-century 1980-2030. Though its core regions are now fully modernized, parts of China, home to hundreds of millions of people, still bear close resemblance to less-developed countries, and face many of the same challenges. Over the next 20-30 years, it is highly likely that China as a whole will experience the same sort of escalation in living standards as a result of technology and indigenous business creation. However, there are a few reasons why China doesn’t fit in with a discussion of youth, social technology, and entrepreneurship in emerging economies.

1. China is not young. China’s working age population will peak in 2016 and then diminish for the rest of the century. Goldman Sachs projects that China’s median age will rise from 33 in 2005 to 45 in 2050, while India’s, for example, will continue to hold steady at around 26. By 2030, China may have as many senior citizens 65 and over as children under 15.2 Those are Old World demographics, not Young World ones.
2. China is not open to social technology. China has one of the highest levels of Internet and mobile penetration of any country in the world. However, the government maintains almost obsessive control over access to information, using filtering technologies and heavy-handed censorship to limit the subject matter that its citizens can access and discuss. It is profoundly uncertain whether innovation can flourish under these conditions, given the kinds of open, freewheeling collaborative conversations that go on elsewhere in the world.
3. China is enterprising, not entrepreneurial. “In China, the government is the entrepreneur,” writes Harvard Business School professor Tarun Khanna.3 That is, entrepreneurship is government-led and financed primarily through extremely opaque transactions with government-run banks. Its highly-productive economy retains many vestiges of state control and central planning, indicating a top-down rather than bottom-up development model.
4. China is not “emerging.” It has emerged. By 2020, it will be the world’s second largest economy behind the United States.
China has methods at its disposal to solve its problems; these methods are unique to its scale, its society, and its political system but are not practical or desirable as models across the Young World. There are plenty of great sources of insight on the implications and strategies surrounding China’s rise. Young World Rising is primarily focused on developments elsewhere in the world.



Rather than looking to the Silk Road as the path to the future, Young World Rising makes the case for an entirely different and less-expected direction forward: a world in which new growth and innovation comes from outside the established centers of the global economy (including China), and from the bottom up. The optimism, energy, and entrepreneurial spirit of youth are channeled through the medium of information networks, driving sustainable growth by creating new markets and better solutions to local and global problems. It’s a world where the arbitrary dictates of geography and history do not limit the potential of talented, ambitious young people to make a difference, solve a problem, reach an audience, find dignified employment, or create opportunities for others.

Suhas Gopinath may be an extraordinary example of that dynamic, but he is far from the only one. As we will see, the spirit of entrepreneurship and the power of information networks are spreading rapidly across the globe, carrying the seeds of economic renewal. The diffusion of knowledge and skills changes the landscape for businesses, governments, labor markets, and consumers. Demographic patterns suggest that these forces will have greater impact in those parts of the world where youth and young thinking predominate—which is to say, today’s emerging markets and less developed countries. As emerging markets emerge, they will increasingly influence affairs in the old centers of the 20th century world, profoundly reordering the geo-economic landscape, and potentially the geopolitical one as well.

Some might object that this is a brighter vision of the future than conditions warrant. By mid-century, the global population is projected to peak somewhere in the neighborhood of 9.7 billion (compared to 6.8 billion in 2010), and it is possible to imagine scenarios of Malthusian horror as an overcrowded planet is stripped bare of resources and decimated by conflict. At the very least, we are conditioned to view with alarm the idea of all those billions of mouths to feed, in parts of the world that already bear crushing burdens of poverty and underdevelopment.

The picture of the future painted in Young World Rising does not ignore the reality of those billions of mouths to feed, but rather suggests the possibility that billions of minds working together and billions of hands pulling in the same direction might be able to stay a step ahead of the challenges of scarcity and sustainability. To meet unprecedented challenges, we are able to marshal unprecedented resources.

This is critical to business, governments, and global organizations, because the rise of the Young World has the potential to fundamentally change the character of global markets and the conventional relationships between the old centers of the world economy and those rising at its rugged frontiers.

In the past, the well-developed infrastructures of the Old World centers of production provided a consistent advantage in scale, knowledge, and innovation. Today, the benefits of scale are mitigated by the power of networks to rapidly mobilize communities that don’t require the overhead of organized management. The advantages of established infrastructure are diminished by the need to constantly overhaul aging capital and modernize outdated practices in work and government that have developed significant constituencies over the years. Innovation used to rely on proximity to the centers of knowledge and production, but now technology makes time and distance irrelevant.

Most Young World countries remain burdened by legacies of their own: underdevelopment, political instability, social unrest, and the persistence of attitudes that place artificial limits on the potential of individuals, groups, and society. For the Young World to rise, it must grapple with these challenges. Some countries will fail this first attempt, or at least face significant setbacks that derail hopes of rapid, dramatic improvement. These local uncertainties make it hard to use this framework to forecast the futures of specific markets, even if it  were possible to capture all the expertise to make those forecasts in one place. Young World Rising is not necessarily the specific future of India, Nigeria, Mexico, or Egypt. It does, however, describe a set of dynamics that anyone interested in those markets should consider in any strategic planning efforts.

What evidence supports the rise of the Young World? For that, we must examine three powerful forces that are reshaping the world of the 21st century, and how people and organizations around the world are harnessing them in amazing and inspiring ways.




THREE FORCES RESHAPING THE WORLD 

Three forces are reshaping the world of the 21st century: youth, ICT, and entrepreneurship. Each is powerful on its own, as demonstrated by a wealth of statistics and analyses. Together, they have the potential to fire like the pistons of a high-performance engine, each building on and reinforcing the others’ impact and driving the global economy in new directions, at high velocity.

These three forces converge around the concept of the global Net Generation: a worldwide cohort born after 1980,b also known as Millennials, that has grown up in tandem with the spread of the Internet and digital media and has been socialized with a unique set of expectations, based in part on the capabilities of the new information environment. Like all young people, the members of the Net Generation want to change the world. Unlike most previous cohorts, they actually have the means at their disposal: overwhelming numbers; unprecedented connectivity and access; a sense of global community that transcends old boundaries; and a recognition that market forces can be the ally rather than then enemy of progressive change.

Throughout the past 15 years they have been making their influence felt, first as consumers, then as citizens, and now as workers and entrepreneurs. The Net Generation is the bright face of the Young World, and the economic prospects of youthful countries are intimately tied to how quickly and deeply this entrepreneurial and tech-savvy cohort can have an impact.

In developed economies, the rise of the Net Generation, particularly in the workplace and business world, is necessarily a gradual process. Established organizations must reorient decades or centuries of existing practices and existing investments to accommodate the more transparent, immediate, and globally connected workstyle of the digital natives. The transition in leadership from pre-digital Baby Boomers (b. 1946 -1962 in the US) to Millennials will take time, even if it is mediated and facilitated by tech-aware Generation X (b. 1963 -1980).4  Even after Millennials constitute a plurality of the working population (estimated around 2020 in the United States), they will still need to accommodate large numbers of older colleagues, partners, and customers—not to mention the persistent political influence of an aging population demanding services and transfer payments while resisting change to social or political institutions.

Elsewhere in the world, it’s a different story. The vast majority of the 4.2 billion global Millennials live in emerging economies and less developed countries (LDCs), where the median age of the population is significantly lower. Consider India’s population of more than 1.1 billion; 33% of that population is under the age of 15, with only 7.1% over 60. The numbers are even more dramatic in parts of Africa. Some of this is due to the low average life expectancies in poorer nations and to high mortality rates among mature adults due to infectious diseases, violence, and malnutrition. But what it means in demographic terms is that Millennials outside North America, Europe, and Japan have significantly more potential influence within their societies, and considerably greater prospects to make an immediate economic impact if the required skills and resources are accessible.

For the past 20 years, providing access to ICT skills and the Internet has been a cornerstone of the efforts of governments and non-governmental organizations (NGOs) around the world to promote workforce development, especially in emerging economies and LDCs. However, in many of those countries, the cost of the equipment and  the poor state of the surrounding infrastructure made it difficult for these efforts to spread much beyond a limited core, or to take hold in the larger society.

Now those barriers are falling fast. Though landline broadband connections remain rare and expensive outside the developed world, wireless, satellite-based, and high-speed cellular networks are driving rapid and widespread adoption, even in very poor countries. Mobile phones are ubiquitous and increasingly provide data connectivity as well as voice and short message service (SMS). Internet cafés, government-sponsored community centers, and digital divide-oriented NGOs provide Internet access. Most local businesses and nearly all local affiliates of multinational companies provide high-quality Internet access for their employees. Usage of digital media, video games, social networks, blogs, and voice-over-IP (VoIP) services is as common among urban Millennials in emerging economies as in any other community of young people anywhere in the world.

WHAT IS THE KNOWLEDGE ECONOMY?

The rise of the Young World is intimately tied to the increasing importance of the global knowledge economy. Does that mean everyone will become software developers? Not exactly.

The knowledge economy is the set of industries and jobs that depend on the production, distribution, and consumption of information. This includes the traditional information and communication technology industries—computer hardware, software, consumer electronics, telecommunications, and so on—but it is not limited to them. Entertainment, mass media, professional services, and financial services are all knowledge-economy industries. Industrial-age sectors such as manufacturing, logistics, resource extraction (mining, energy, agriculture), and retail are now permeated with and highly dependent on IT systems and networks for their core operations, and are important customers for knowledge economy services. Most critically, the emerging industries that will likely shape the 21st century economy—biotechnology, nanotechnology, robotics, alternative energy, materials science, and others as-yet undiscovered—will depend on the knowledge and network infrastructures being developed today.



Early exposure to ICT is building skills and capacity among the Young World workforce, but that’s only the tip of the iceberg. The transformative effects of mass collaboration at the macro level are just beginning to be understood in the developed world, as they flatten hierarchies, expose ideas and organizations to the light of day, and make it ridiculously easy (and cheap) to form communities around common interests. Author and academic Clay Shirky, among others, writes persuasively about how mass collaboration “changes everything” and disrupts the established business models of some of the world’s most sophisticated and well-resourced industries.5

Now imagine the impact of these technologies in parts of the world where, less than a generation ago, the primary economic activities were agriculture, extractive industries, low-level manufacturing, and bureaucratic government work. All across the Young World, widespread and immediate access to information and global markets has only become mainstream in the past five to ten years, and enormous majorities of the population fit the demographic profile of “early adopters.” Change is poised to rip through large swaths of the globe like a brushfire across the savannah.

The important question is what kind of change? For that, we should look to a new set of ideas—or perhaps old ideas newly packaged—that are capturing the imagination of policy-makers and opinion leaders focused on economic development, as well as on young populations eager to put the mistakes of the past behind them. Governments and NGOs that once saw capitalism and consumerism as enemies of progress are discovering the virtues of free markets and entrepreneurship, with an emphasis on engaging low-income populations as customers and partners rather than passive recipients of aid and services.

C. K. Prahalad presented the most compelling case for this strategy in his 2004 bestseller, The Fortune at the Bottom of the Pyramid: Eradicating Poverty Through Profits,6 which had an immediate and enormous influence on development-focused institutions such as the Gates Foundation and the Clinton Global Initiative. Mohammed Yunis,7 the visionary advocate for micro-credit and indigenous entrepreneurship, won the Nobel Prize in 2006, drawing even more attention to the efficacy of indigenous development at the grassroots level. These “bottom of the pyramid” strategies speak boldly in the language of opportunity  and empowerment to a generation bristling with enthusiasm and armed with unprecedented access to global information, resources, and markets.




EXPLORING THE RISE OF THE YOUNG WORLD 

The rise of the Young World is an exciting, important story, but a complicated one to tell. Chapter 1 of this book examines the larger trends of older and younger populations, the spread of networks and technology across the globe, and the role of indigenous entrepreneurship in economic development. I try to avoid a dry recitation of facts and figures and instead use these data points to illuminate how the trends relate to and reinforce one another. Further data and discussion of these trends are provided in the Appendices.

Chapter 2 looks at how deliberate institutional investments in technology skills, subsidized equipment, and business skills, made by organizations with vested interests in the spread of knowledge economy entrepreneurship, are providing additional momentum to the trends already propelled by demographics and globalization.

Chapter 3 provides a panoramic (or, perhaps, kaleidoscopic) tour of the new global ecosystem that is spawning, incubating, and launching a growing army of Young World entrepreneurs whose methods and ambitions are steeped in digital culture and Net Generation norms. We will hear from the entrepreneurs themselves, in stories ranging from ICT training programs in the slums of Lagos to the corporate campuses of some of the world’s largest and most competitive information services companies.

This section takes a closer look at the unique aspects of Young World entrepreneurship: the blend of social and commercial models, the ability to make both intensive and extensive use of social networks and mobile technology to reach the global market and the global talent pool, the evolution of new public-private-NGO partnerships based on mutual interest, and the ways that Young World entrepreneurs are filling gaps in the entrepreneurial ecosystem itself rather than waiting for top-down institutional responses to long-standing challenges.

A NOTE ON THE CASE STUDIES

The case studies in Chapter 2 (institutions) and Chapter 3 (entrepreneurs) are intended as examples of new approaches, not as “best practices” in the traditional sense. There are literally millions of people and organizations operating in this space, and I doubt that anyone can say with assurance which are the “best” or most likely to succeed. I selected these cases on the basis of extensive research and conversations because they effectively illustrate the larger concepts that were common across many of the organizations I studied. Subsequent to my research but prior to the publication of this book, some of these companies and individuals received attention from the international community, including invitations to the World Economic Forum at Davos and the TED Conference, and coverage in the media—so it’s comforting to know that I was not the only one impressed by their ideas. However, the inclusion of particular companies, governments, and individuals should not be read to suggest I think these entities are necessarily unique or superior to others doing the same or similar work.



The stories in this section are drawn from some of the most intriguing initiatives on five continents, including:• Capacity-building efforts that blend public, private, and NGO resources to increase the ICT skills base and improve the employment prospects for young talent
• Social networks for employability training, knowledge-sharing, and engaging diaspora populations
• Innovative products and services geared to solve local problems, scaled to be sustainable in resource-constrained environments
• Indigenous businesses that reach out to global markets using state-of-the-art business strategies and technologies
• Young World entrepreneurs competing at the very pinnacle of the global knowledge economy



One of the most engaging parts for me in tracing the story of the rise of the Young World is the passion, intelligence, and strategic vision of the protagonists. The case studies are drawn from extensive personal  conversations and first-hand research, with a strong emphasis on passing along the insights of the experts, practitioners and entrepreneurs in their own voices.

Chapter 4 looks at what the rise of the Young World means for businesses, governments, and individuals as massive changes ripple through the global value chain. Globalization and technology may be creating opportunities, but they are also creating new competition—for jobs, for business, for existing modes of governance, and for institutions accustomed to positions at the top of the global hierarchy. However, the rise of a multipolar world of business does not spell doom for multinationals or for the well-paid Old World creative class. This chapter presents opportunities for creating win-win engagements that help current businesses manage workforce transition and reach new markets, while providing Young World insurgents with room to grow and innovate. Chapter 4 explores how to:• Engage Young World Talent
• Collaborate with Young World Partners
• Invest in Young World Opportunity
• Build Young World Markets
• Plan for Uncertainty






PROMISE AND PERIL 

The rise of the Young World is not a foregone conclusion. In fact, despite all the momentum and energy documented in the forthcoming pages, it remains an unlikely hope. The young entrepreneurs trying to ride market forces toward a sustainable future face not only the traditional obstacles of their rugged surroundings, but also the anxieties that their success will breed among those already established, be they local competitors, multinationals, governments, or cultural traditionalists.

In a sense, accommodating the disruptive new approaches of the Young World entrepreneurs into the current system of globalization is analogous to trying to find a place for the Net Generation in workplaces dominated by competitive Baby Boomer values and anxious Boomers paralyzed by fears of their own potential obsolescence. Transition is inevitable, but it can be managed well or poorly. Technology can facilitate a smooth transfer of knowledge or expose underlying conflicts.

Especially at this moment—in the midst of a global recession—it’s easy to view any change with alarm and interpret the “rise of the rest”8  as necessitating somebody’s decline and fall. Globalization can appear to be fulfilling its negative destiny of driving a race to the bottom, where the emergence of a vibrant IT development community in Africa, for example, means wages in the United States and Europe will sink to sub-Saharan levels. That seems to me an extreme and unlikely outcome, and if things start heading that way in earnest, we will all have bigger things to worry about.

Young World Rising considers the flip-side of globalization: as a race to the top, not a race to the bottom. Entrepreneurship is about the creation of wealth, the growth of organizations, and the ideals of meritocracy. The new kind of knowledge economy entrepreneurship made possible by information and communication technology holds even more potential than that. It is the creation of something—content, data, insight, entertainment—from nothing except human talent and imagination. From that seed can spring entire ecosystems of prosperity in concentric circles—services, goods, luxuries, public amenities, social cohesion, political stability.

Young World Rising could be seen as a threat or a promise. In this book, I choose to look at the promise.




CHAPTER 1

[image: 003]

 THE RISING TIDE

Three Trends Driving the 
Emergence of the Young World

 

 

 

 

 

The decade of the 2010s will witness the convergence of three critical trends that each exert a powerful pull on the economic trajectory of the world: the aging of the developed economies, the spread of ubiquitous data networks across the globe, and the rise of indigenous entrepreneurism as an alternative a path to economic development from the top-down economic assistance model that prevailed in the postcolonial period. These trends on their own are relatively well-known and planned-for; their interaction gives rise to profound uncertainties.

Demographers, sociologists, technologists, economists, and political scientists tend to study each of these trends in isolation. Consequently, forecasts about the future of the workforce, the future of technology, and the future of the developing world tend to reflect the siloed expertise of the individuals and institutions conducting the analysis.

In the real world, these trends are unfolding in tandem. They abut and reinforce one another at various points. These areas of overlap and interrelationship suggest strategies for businesses, governments, non-governmental organizations (NGOs) and individuals seeking to address the significant challenges of the next two decades, and they provide  one set of answers to questions about the size, shape, and nature of the next generation of innovation.




DEMOGRAPHY AND DESTINY 

When I was working on Generation Blend in 2007, I was intensely concerned with the problems caused in the workforce by the retirement of the large Baby Boom generation (around 78 million in the United States) and the lack of skilled replacements in the cohort immediately succeeding them (known as Generation X in the United States, numbering only 53 million). If the United States did not find a way to compensate for the impending loss of knowledge brought about by the retirement of the Boomers, organizations would find themselves without the skills and capabilities to perform at previous levels.

The aging workforce is a problem in the global dimension. Declining fertility rates (number of children per woman of childbearing age) correlate to rising levels of per capita income. Life spans also increase with prosperity. This dynamic means countries get older as they get richer, with fewer working-age people to support greater numbers of increasingly elderly retirees.

There is an optimum point on the growth-demographics curve where a society on the brink of economic maturity has a surfeit of working-age people available to fill new opportunities created by investment and innovation. Harvard demographer David Bloom, who studies the effects of young populations on economic development, refers to this as the “demographic dividend.”1 The effects of the demographic dividend could be seen in the rise of Japan in the 1970s, the Asian “Tiger” economies (Singapore, Taiwan, South Korea) in the 1980s, and in China’s frenetic growth rate today.

By the mid-2020s, most of the developed world and China will be past the “dividend” phase and into the aging portion of the curve, many at an alarmingly steep rate. Meanwhile, today’s poorer parts of the world will just be entering into the years of maximum demographic opportunity.




THE RICH OLD WORLD 

The United States, Europe, and Japan experienced baby booms in the years following World War II, and the surge of young workers coming  into their economies, combined with the war-thinned ranks of middle-aged and elderly, produced a demographic dividend that drove an economic expansion of unprecedented magnitude.

The resulting prosperity, along with increased participation of women in the workforce, led to a drop-off in birthrates in the next generation. In the United States, fertility rates eventually began creeping back toward replacement level (2.1 children per woman, reached in 2008); in Europe and Japan, they continued to decline, while increasing life expectancies combined with low birthrates to create a rapidly-aging population, especially at the most elderly end of the scale. See Appendix A for detailed data on the impact of aging populations worldwide.

Demographic projections even cast a pall over the otherwise-triumphant story of China’s emergence as a global economic power. Today, China looks to be surging ahead of the world in output and savings. In fact, China is in a desperate race against time to get rich before it gets old. “China will be also experiencing a rapid population aging after 2015,” write two labor economists at the People’s University of China in a 2009 study. “One fifth to one quarter of the Chinese population would be older people at age 65 or over after 2035. The year of 2029 would be a turning point in China’s age structure transition, when for the first time in Chinese history the elderly population would exceed the child population.”2

One much-talked-about consequence of the gray tide sweeping over the developed nations are the obligations due to retirees in terms of healthcare and pension transfer payments, which aging electorates will insist that their governments honor. These threaten to place a crushing burden on the shrinking numbers of young people in the workforce, and could drag down living standards as countries disinvest trillions in accumulated capital to support mushrooming populations of elderly retirees.

There are more subtle implications as well. Old countries behave differently and have different priorities for the way they allocate resources than younger ones. Risk tolerance, ability to change direction and strategy, and innovation will all likely be affected. The transfer of skills and knowledge will consume disproportionate resources. So will the upkeep of legacy systems, obsolete practices, and outdated institutions.

Then there’s the technology adoption issue. High-growth business opportunities in the knowledge economy increasingly depend on digital information systems, communication platforms, and social networks. Members of the Net Generation grew up alongside this technology and have an innate, experiential awareness of its capabilities that their predigital elders lack. As the technology continues to evolve and develop, with consumer technologies blending into business applications and vice versa, young people will continue to be the leading adopters and implementers. Soon, access to these systems will be nearly ubiquitous, around the globe and up and down the socioeconomic ladder. Societies with high ratios and/or high absolute numbers of young people can not only expect the traditional benefits of a demographic dividend, but also significant first-mover advantages in the application of information and communications technology (ICT) and social networks to business, politics, cultural development, and general innovation.

The bottom line is that the countries that have been the drivers of innovation and productivity for the past several centuries are running out of juice. An increasing percentage of the populations of Japan and Europe have their most productive years behind them—and their years of greatest healthcare costs ahead of them, or upon them. Even absent any other externalities, that situation creates enormous competitive challenges for any economy.

Is there hope for the rapidly aging old world? Perhaps, but it lies in discovering new markets, new sources of inspiration, and new partners in the co-creation of value. It depends, in short, on the Young World rising.




THE POOR YOUNG WORLD 

Of the world’s current population of 6.7 billion, more than 3 billion are under the age of 24, and many of the world’s youngest populations reside in some of the world’s poorest countries. Exhibit 1.1 plots selected countries on a matrix of median population age and per-capita GDP.

What’s apparent from this chart is that there is an almost complete disjunction between the rich old world and the poor young world. Only oil-rich Gulf States such as Saudi Arabia and Qatar are both young and relatively prosperous. China and Russia, as noted above, are conspicuous outliers in the bottom right quadrant, as the oldest poor  country and the poorest old country respectively. The United States, by these metrics, is well-positioned both economically and demographically, especially relative to other Organization for Economic Co-operation and Development (OECD) countries.

Exhibit 1.1 Age and Wealth, 2008 (size of dots roughly to scale with countries’ populations)

Sources: Economist—Pocket World of Figures, 2009 Edition, Economist Intelligence Unit (www.eiu.com), World Bank—HNP Stats (www.worldbank.org). Data from 2007-2008.
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In this book, the term Young World refers to the cluster of countries in the bottom left quadrant, including India, Nigeria, Mexico, Brazil, Indonesia, Colombia, South Africa, the Philippines, and Vietnam, where youthful, tech-empowered entrepreneurs have the greatest potential to drive economic growth and uplift the standards of living.

Needless to say, these are remarkably different countries and cultures in most respects. They are also exceptionally dynamic and volatile. Each has its own unique set of local uncertainties and driving forces for change, and any forecast regarding these countries as a generalized bloc will almost certainly fail to account for at least a couple of important discontinuities—natural disaster, resource depletion, political turmoil, cultural or religious developments, and so on—that will either accelerate change or knock any given country off the path of prosperity.

VANGUARDS OF THE YOUNG WORLD

Latin America • Mexico
• Colombia
• Brazil
• Chile



Africa • South Africa
• Ghana
• Kenya
• Nigeria



South Asia: • India
• Vietnam
• Malaysia
• Indonesia
• Philippines





In the aggregate, however, what these countries have in common—youth, rapid adoption of new technologies, and a growing number of indigenous businesses—have a greater potential to shape their destiny than the factors that separate them. Over the next 10 -25 years, the global wave of youth fueled by Young World countries will assume greater significance, either as a disruptive force pushing the world toward increased turbulence and chaos or as a new wave of cooperation uniting talent and innovation to tackle global challenges.

Rebalancing the Global Population. Though estimates are constantly being revised, a 2008 study by the United Nations3 forecasts that the global population to peak in 2050 at somewhere between 7.79 and 10.76 billion (median: 9.2 billion) before gradually tapering off.c  By that time, Asia (57%) and Africa (22%) will combine to represent nearly 80% of the total global population, with North America and Europe constituting a paltry 5% and 7% respectively (see Exhibit 1.2).

The disparity between the aging north and the youthful south is also expected to widen. Today, 366 million Europeans are in their working prime, age 25-59, compared with 192 million age 60 and older (Exhibit 1.3). By 2050, 281 million working-age Europeans will need to support more than 300 million retirees, including more than 66 million over the age of 80 (Exhibit 1.4).

By contrast, the working age population of Asia is projected to increase from 1.9 billion today to more than 2.4 billion in 2050, with another 645 million age 15-24 coming up behind them. Over 1.2 billion will reside in India alone, which will surpass China with the world’s largest working-age population by 2030 (Exhibit 1.5). In the same timeframe, only 28% of Asians will be over age 60.

The trend of the numbers is clear. What remains uncertain is whether the Young World can take its dividend to the bank, by converting the sheer numbers of young people into a qualitative advantage in talent that will propel their economies forward. That will take enormous investments in education and workforce development—although, as we will see in Chapters 2 and 3, not all the investment need come from the traditional sources.

Exhibit 1.2 Regional Population Distribution in 2050 (UN forecast, 2007)
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Exhibit 1.3 Ratio of Working Age to Dependent Population
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Exhibit 1.4 Change in Working Age Population, 2005-2050

Source: United Nations. World Population Prospects, 2006 Revision, Medium Variant.
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Exhibit 1.5 Working Age Population Forecast, India and China, 2005-2050

Source: U.S. Census Bureau International Database, 2009.

[image: 008]

India Shining. In some parts of the emerging world, those investments are already taking hold. India’s top tier educational institutions, the Indian Institutes of Technology (IIT) and the Indian Institutes of Management (IIM), screen their applicants with one of the world’s most rigorous admissions tests, producing graduates who rank with the best of Harvard, Stanford, and MIT. Below this top tier, India’s higher education system of more than 18,000 universities enrolls 11 million students per year—most of whom lack immediate qualification for employment by multinational or top-level indigenous companies, but are good candidates for training and development and provide a baseline skilled labor force for small and medium-sized businesses.

Asian Tigers Roaring. Elsewhere in Southeast Asia, Thailand is home to more than 300,000 college-educated professionals, mostly in the younger demographic, while the Philippines boasts well over half a million. The Philippines has long had one of the world’s most literate populations and, with an English-speaking heritage and large numbers of overseas workers with strong ties to the homeland, shows great promise as a burgeoning center of entrepreneurism and economic development.

Latin America Faces Uneven Prospects. The educated elite in Latin America are as well-prepared as any young people for the global knowledge economy, but the distribution of skills (and income) remains especially poor in this part of the world. Latin students lag behind most of their global peers in math and reading, according to the OECD. Most of the region’s 200 million Millennials are currently underskilled for employment in high-level information work jobs. Despite these barriers, Mexico and Colombia have emerged as important centers of tech-driven entrepreneurial innovation, along with Brazil and Chile, which are already far along the road to economic prosperity.

Bright Spots in Africa. While much of sub-Saharan Africa remains mired in abject poverty, the continent is beginning to produce larger numbers of educated young professionals, and investments are intensifying as part of the Millennium Development Goals articulated by the United Nations. South Africa, despite lingering inequalities, has emerged as a regional hub of economic growth and innovation, but East Africa and parts of coastal West Africa are also demonstrating more promise than they have since the earliest years of independence (see Exhibit 1.6). Nigeria, home to the world’s third largest entertainment industry, is also becoming a hotbed of high-tech development, as is neighboring Ghana. Kenya, Rwanda, and Uganda are among the leaders in East Africa. These results, as we shall see, are generated almost exclusively by the efforts of young indigenous entrepreneurs.

Still Too Much Room at the Bottom. Not all the signs are hopeful. Worrisome numbers of global Millennials are coming of age in societies that lack the most rudimentary physical infrastructure: clean water, sanitation, food, shelter, access to healthcare. Sometimes these conditions are aggravated by political instability, fanaticism, and war. Afghanistan, for example, posted the fifth highest population growth rate in 2008.4 It seems unlikely that this fact will do the country much good in the near term.

Even in areas of persistent poverty, population growth alone is not the culprit. World Bank economist Charles Kenny, who studied the issues closely, writes in the introduction to his new book, The Success of Development, “There is little evidence from anywhere that growing populations condemn a country to a declining standard of living. Looking at Africa in particular, while populations continue to expand, there is no link from population growth to declining income, and  mortality rates are falling, not rising. Even if the institutions which are central to per capita growth develop slowly, the technologies required for greater output—GDP increases—spread fast. And this is enough to prevent widespread and recurring famine.”5

Exhibit 1.6 Economic Growth Rates in Sub-Saharan Africa Relative to World

Source: IMF World Economic Outlook and IMF African Department Database.
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Realistically, whatever promises technology and entrepreneurship might hold for young inhabitants of the very poorest and most violent corners of the globe lay further in the future than is practical to forecast from our current vantage point. Nevertheless, some of the countries that today show signs of promise were considered part of this bottom group not long ago, and have managed, through internal reforms, commercial development, and the concerted efforts of regional partners and international donors, to begin to climb toward a brighter future.




THE SPREAD OF UBIQUITOUS DATA NETWORKS 

The ability of Young World countries to cash in on their demographic dividends depends in large measure on the increasing access and falling cost of information and communication technology. Networks  are not just conduits of data: they are conduits of opportunity—opportunity for learning, for participation, for collaboration, and for transformation. They are the means by which some of the Young World’s billions will climb to greatness and pull many of their compatriots along behind them. Fortunately, the spread of networks is taking place concurrent with the demographic transition from Old World to Young, driven by the logic of market forces.

The Digital Divide is Closing . . . Slowly. Connectivity to the Internet is the ante at the table if you want to play in the knowledge economy. In 2000, there was a vast digital divide separating the developed world, with high-income countries enjoying vastly more widespread and higher-speed access to the Internet than the rest of the world. The past 10 years have seen a narrowing of that gap. As of 2007, broadband was commercially available in 166 countries, including more than 300 million subscribers in what the World Bank defines as “middle income” countries. In 2006, 3.4% of the population in low-income countries and 3.9% in middle-income countries has broadband, compared with 18.6% in developed economies.6 See Appendix B for data on the spread of connectivity around the world.

The authors of a 2009 study by the World Bank believe that broadband has a measurable economic impact in “improving human capital, a necessary condition for economic growth and competitiveness.”  7 Consumers are better able to access the more interesting knowledge-sharing and collaboration services that the industry calls “Web 2.0,” including blogs, wikis, social networks, voice-over-IP (VoIP) computer telephony, video, and other activities that require constant, fast connections to the Internet.

When Internet usage within a country reaches critical mass, it can dramatically impact top-line measures of economic growth. In a 2006 study of 27 developed and 66 developing countries, economists George Clarke and Scott Wallsten found that a one-percentage-point increase in the number of Internet users is correlated with a boost in exports of 4.3 percentage points and an increase in exports from low-income to high-income countries of 3.8 percentage points.8 The World Bank calculates that “a high-income economy with an average of 10 broadband subscribers per 100 people would have enjoyed a 1.21 percentage point increase in per capita GDP growth. This potential growth increase is substantial given that the average growth rate of developed economies was just 2.1 percent between 1980 and 2006.”9

Part of the limiting factor in the spread of the Internet prior to 2000 was the poor state of landline infrastructure in less-developed countries. Now wireless and satellite-based data services are reducing or eliminating dependency on landlines and bringing high-quality, low-cost connectivity to poorly served regions, including rural communities and second-tier cities that have lagged behind until now.

The Young World is Going Mobile. Another factor fueling the spread of the knowledge economy is the increased access to Internet-capable devices. Most people in mature economies connect to the Internet primarily via personal computer or full-function laptop, typically costing $500 or more—a price point that leaves a considerable percentage of the developing world on the outside looking in. Over the past several years, a number of developments have been driving that barrier down. The $100 laptop project, One Laptop Per Child, and similar efforts sponsored by nonprofit or corporate efforts have expanded PC-based connectivity options. Recent new hardware innovations like super-lightweight netbooks and smartphones with near-PC levels of functionality are bringing even higher levels of computing power within the reach of low-income communities and individuals.

Mobile telephony is the leading edge of this revolution. In 2002, the total number of mobile phones in the world surpassed the number of fixed telephones; by 2008, Wireless Intelligence reports there were an estimated four billion mobile phones globally.10 The deployment of cellular and satellite-based networks has made at least occasional service available to people at the very lowest levels of the socioeconomic scale, and made mobile phones a requirement for anyone with ambition and aspirations, even in countries with per-capita incomes of $600 per annum or less. Since 2000, Young World countries have accounted for increasing percentages of the total number of new mobile subscribers (see Exhibit 1.7). According to forecasts by the World Bank, by 2012, almost all new subscriptions will be in emerging economies.

While the majority of cell phone users in the Young World do not yet have mobile Web access, SMS texting is nearly universal, and local providers often lead their counterparts in the developed world in creating innovative applications on the mobile platform.

Current trends indicate that the convergence between mobile usage and Web connectivity will happen extremely quickly in emerging markets. In late 2008 and early 2009, high-speed third-generation (3G) networks were introduced by the three largest service providers  in India. While the cost of the plans, regulatory snarls, and the limited availability of 3G-capable handsets has so far hampered early adoption, providers look forward to mushrooming subscriptions in 2010-2011. Even in Africa, where most of the explosive growth in mobile telephony has been at the low end, Gartner reports that mobile phones with data service capabilities outnumbered the simple SMS-capable phones that dominated the continent in 2009.11

Exhibit 1.7 Mobile Phone Subscriptions in Developing and Developed Countries, 2000-2007

Source: International Telecommunication Union (ITU), World Telecommunications/ICT Indicators Database.
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According to a 2008 report by Cisco Systems, mobile broadband is poised to be the next big leap forward in terms of driving Internet traffic and access (Exhibit 1.8):Mobile operators in many parts of the world are offering mobile broadband services at prices and speeds comparable to fixed broadband. Though there are often data caps on mobile broadband services that are far lower than those of fixed, some consumers are opting to forgo their fixed lines in favor of mobile. This has a familiar ring to it from the mobile voice substitution effect that began in the late nineties and is continuing today. As a result of the mobile broadband  substitution effect, Cisco is projecting very strong growth for mobile data at 120 percent CAGR from 2007 to 2012, which means that  traffic will roughly double every year.12



Exhibit 1.8 Mobile Broadband Forecast, 2007-2012

Source: “Approaching the Zettabyte Era.” Cisco Systems Whitepaper, June, 2008.
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The spread of ICT across the globe has many important social and economic implications. Its most profound effect, however, is that it is helping to galvanize more than four billion young people across the planet—including billions in the poor Young World—into a Global Net Generation, united by common attitudes and aspirations, connected and resourced on a scale never before seen in human history.




 YOUTH + TECH: THE EMERGENCE OF THE GLOBAL NET GENERATION 

Over the past 20 years, in mature economies, the spread of networks has influenced the social and political development of the generation born since 1980, giving rise to a number of behaviors documented by observers including Don Tapscott (Growing Up Digital and Grown Up Digital), William Strauss and Neil Howe (Millennials Rising), Marc Prensky (“Digital Natives and Digital Immigrants”), and myself (Generation Blend).  We each have our own catalog of Millennial generation traits or “norms” that seem to fit, or at least partially explain, the observed behavior of large numbers of this generation as they’ve established themselves as students, consumers, citizens, and now members of the workforce. The following table summarizes the common descriptors.

MILLENNIAL NORMS AND BEHAVIORS

Since the early 1990s, the Millennial generation has been the subject of study and speculation. Here are some of the common traits attributed to them by experts, sociologists, market researchers, and HR professionals:• Collaborative and Social—Millennials are sharers of information and team-oriented, preferring to work and socialize in groups.
• High Expectations—Millennials demand transparency, integrity, and responsibility from institutions, government, employers, and one another.
• Feedback-Driven—Since childhood, Millennials have received constant attention and recognition for their talents and achievements. In young adulthood, they continue to look to authority figures for mentoring and guidance.
• Inquisitive—Millennials scrutinize the claims of employers, government, and purveyors of goods and services, eager to find connections between their life activities and a higher social purpose.
• Customizers and Experimenters—Millennials differentiate themselves by customizing everything from their cell phones to their bodies, and playfully mash-up cultural references to create new contexts for their experiences.
• Blurred Boundaries—Millennials commingle their personal and professional lives to a significant extent, and do not recognize the same sources of division and authority as their elders.
• Sense of Urgency—Millennials are a generation in a hurry, with respect to their own careers, their desire to make an immediate impact in society, and their perception of problems such as poverty, environmentalism, energy conservation, and political freedom, on both a global and local scale.





Naturally such broad generalizations do not apply equally to all members of the cohort. However, polls, surveys, and focus groups conducted by organizations such as the Pew Project on the Internet and Society have gone a long way toward validating the observations of experts with meaningful data. And, as we will see in the case studies in Chapter 3, these norms manifest in the unique approaches of Young World entrepreneurs, and are woven deeply into the fabric of the organizations they create.

One of the unique aspects of the Millennial generation is that it is, by and large, a global generation. Surveys indicate a remarkable commonality in attitudes among young people North and South, East and West, from the most prosperous countries to those at the fringes of the world economy. Some of this results from the global reach of popular culture and consumer culture. When Nike says “Just Do It!” the message is heard everywhere from Cape Cod to Cape Town and appeals to the same action-oriented, ambitious qualities in young people worldwide.

A growing body of data suggests that technology plays a central role in shaping the attitudes of the Net Generation, whether they reside in developed countries that were at the forefront of the information revolution or in countries where widespread Internet access is a relatively recent phenomenon. Information networks fundamentally change relationships between people, processes, and data by lowering (or obliterating) old barriers, eliminating social formalities in personal relationships, flattening hierarchical organizations, eliminating the significance of time and distance, enabling instantaneous distribution of content, ending isolation, and providing a global platform for self-expression. Exposure to them early in life profoundly influences perceptions and expectations, even among young people who do not have any special interest in or aptitude for technology.

In 2007, the Toronto-based consulting firm New Paradigm (now nGenera) conducted an online survey of nearly 6,000 young people (ages 16-30) worldwide, including more than 400 each from Mexico, Brazil, Russia, China, and India.13 As an online survey, it by definition polled the more connected and digitally literate segments of the population, with likely correlation to higher-than-average socioeconomic and education levels.

The survey discovered that the online habits and attitudes of NetGen youth from the four emerging economies included in the  poll did not differ significantly from their peers in North America, Europe, and Japan. Across the board, more than 65% of respondents from all countries said they would prefer to live without a television than without the Internet, for example. Young people from Mexico, Brazil, Russia, and India were more far likely to consider themselves early adopters of technology than those in Western Europe, North America, or China, and spent more hours per week on the Internet (or were willing to admit that they did; see Exhibit 1.9).

These digital natives are also mobile natives. More than 80% of survey respondents in Mexico, Russia, China, and India reported sending text-messages from their mobile phones in the prior month. In India, for example, mobile phones are also the platform of choice for gaming, listening to music, banking, and online commerce. In this respect, they and the other Millennials from emerging markets are ahead of their peers in Europe and especially North America, although that may be changing with the introduction of more versatile, appealing handsets like the iPhone and the increasing popularity of mobile data plans.

The New Paradigm quantitative study also delved into consumer and workplace attitudes, revealing a high degree of commonality of opinions on a range of social, economic, and lifestyle issues across an extremely diverse geographic and economic sample. Although the methodology and nature of the survey make it difficult to draw definitive conclusions, the data point the way toward the idea that the digitally literate youth around the world have more in common with one another than they have with older and/or less connected members of their own societies.

Exhibit 1.9 Age 18-30, Hours per Week Spent on the Internet
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 THE TECHNOLOGY AGE GAP IN GLOBAL PERSPECTIVE 

The spread of networks, digital culture, and mass collaboration affect young and old alike. However, there is a fundamental difference between those who established the habits of learning, participation, personal relationships, and work in the pre-digital world, then adapted the new technologies to fit their existing worldview, and those whose expectations and experiences are rooted exclusively in the networked digital world. While the former group tends to look at technology as a problem to be solved or a new tool to integrate into an existing framework, the latter starts with an inherent grasp of the possibilities of networks and data.

For Millennials, PCs, the Internet, mobile phones, digital music, videogames, and social networks are not novelties or innovations: They are part of the furniture. They represent the default modes of communicating, collaborating, and accessing information, against which others are judged. The linear, formal, analog processes of older generations typically strike younger people as less convenient and engaging than ones they can access instantly through networks and social channels.

Millennials have more experience using the technology than they have in the workplace or as participants in civic society, so a number of questions occur to them rooted in their personal understanding of what’s possible, versus what they observe as business as usual in the workplace and the world around them.• Why construct artificial barriers between your personal life, your professional work and your social goals, when in fact all these things are connected and reinforce each other? 
• Why go through layers of management and organizational structure when it’s possible to connect immediately and directly with an expert or decision-maker?
• Why work in an office when you can work just as productively from home or a coffee shop?
• Why commit to the larger goals of an employer or a government, when evidence is everywhere that institutions never live up to their stated principles?
• Why do I have to settle for my lot in life when so many other possibilities are open to me?



Pre-digital generations never considered these questions, because there were no alternatives. This was true in the industrial-age developed world, and even more so in the traditional cultures that predominate in many emerging economies. Now young people confront these choices and questions on a daily basis—and wherever in the world they live, they are coming to many of the same conclusions.

Old World Challenge: Generation Blend. In mature economies, the aspirations of the Net Generation represent a challenge for established institutions, be they cultural, political, or commercial. This vibrant, engaged, impatient, and energetic generation is emerging in the context of societies dominated by increasing numbers of older people living longer and pressing their claims for continued resources and relevance. Organizations need to balance the desire to accommodate the new and unfamiliar behavior of Net Generation workers and consumers with established ways of doing business, legacy investments, and traditional attitudes.

It’s a delicate negotiation. Pre-digital generations tend to view digital technology and digital culture as disruptive—for good or for ill. Change is a problem to be solved. Digital generations accommodate pre-digital processes primarily out of courtesy to their elders; below it all, they suspect that their own methods would produce better results if not for the need to keep contact with the laggards who insist on following old rules that don’t fit the current situation. Contrary to the suggestions of some observers, Millennials are indeed “backward compatible” with traditional work cultures and work practices, especially when job opportunities are scarce, but organizations that find ways to empower them in full digital-native mode tend to get greater productivity, engagement, and loyalty in return.

In politics and business, the Old World is moving across the technology age gap in fits and starts, and it will not truly reach the tipping point of Net Generation influence until well into the 2020s, when the grip of pre-digital elders on resources and authority finally loosens. The implications for the rest of the world of how aging societies handle this transition are not certain, as we will explore later.

Young World: Rising Expectations. The digital age gap also exists in the Young World, but it is far less of a problem for three important reasons. First, other gaps, such as economics, education, and literacy, are far more salient. Second, older people are more likely to reside in poorly served rural communities and less likely than younger people to be literate—an important precondition to the use of information technology. Young people, by contrast, tend to gravitate toward cities in search of better economic opportunities and consequently come into contact with relatively better communications infrastructure and more densely wired populations. Those under age 30 are more likely to have been exposed to information technology at school, in their communities, or through peers. Members of the more prosperous classes own and use technology at roughly the same rates as their counterparts elsewhere in the world and display many of the same preferences and behaviors.

And most importantly, as we’ve seen from the demographic data, the third reason is that there simply are not enough older people relative to younger ones to make a difference. With the exception of a very narrow stratum of elites, they don’t figure into the knowledge economy in the same way that their peers do in more developed countries, where senior executive ranks of large organizations are dominated by 40- and 50-somethings.

This is not exactly breaking news. Observers of the relationship between youth and technology have been shouting “The Net Generation is a global generation!” from the rooftops for at least 10 years. However, it has an interesting corollary for countries where the steepest increases in connectivity have taken place in the past five years, rather than the last two decades: The spread of ICT turns Millennials into full-fledged members of the Net Generation. As critical mass builds in countries with high populations of young people, changes in behavior, society, and culture accelerate. Because countries that are relatively late arrivals to the online age also tend to be ones with more traditional cultures and/or isolated political systems, the  incumbent predigital institutions and leadership are least equipped to deal with the kinds of change that open communication brings.

A case in point is the Twitter Revolution that swept Iran in the aftermath of the country’s controversial presidential elections in June, 2009 and shook the regime to its foundations. Iran is a young, well-educated country with a high degree of Internet utilization, albeit within the social and political limits imposed by the ruling religious authorities. It also experienced a surge of new connectivity in the years leading up to the uprising. From 2005 to 2008, mobile phone subscriptions in Iran grew by more than 375%. By 2008, six of every 10 Iranians were mobile subscribers. All of these phones have SMS capabilities, and some have data access, providing their users with a conduit to the wider world that authorities could not control.14

Large numbers of reform-minded youth responded to President Mahmoud Ahmadinejad’s suspicious claims of electoral victory with an outpouring of dissent on social media outlets such as Facebook, blogs, and Twitter. The authorities attempted all kinds of draconian measures to prevent these conversations, from blocking IP servers to shutting off mobile phone service to physically destroying computers in students’ dormitories. The protesters were able to keep a step ahead of them, publishing an ongoing stream of compelling words and images primarily through Twitter, where they reached the ears of the international community and, more importantly, connected the resistance within Iran.

The openness, immediacy, and collaborative quality of social computing on the Internet was able to undo the intensive socialization of young people into the religious, cultural, and political attitudes of Iran’s conservative religious leaders. The raw outrage carried in those 140-character posts to Twitter untethered the political discourse from its moorings and, through its own momentum, conjured up the possibility of a more secular democratic Iran that was unthinkable even at the extremes of acceptable political opinion within the country less than a week before. In the end, it took the full might of one of the world’s most oppressive governments to suppress the uprising.d

The implications of open communication and collaboration technology on totalitarian political systems are obvious beyond the need for additional elaboration, but they have nearly as much disruptive potential in the world of business and economics. The ideals of democracy, communicated via the Internet, raise the expectations that young people hold for their political leaders. The ideals of entrepreneurship—both commercial and social—raise their expectations for their own potential impact. Every day, all over the world, little revolutions are taking place that overthrow old habits of mind and old limits on the potential of people to succeed and make an impact through their own enterprise and initiative.

As young people get connected, they start to understand what’s possible. They start to see role models for themselves from outside their own cultures, and templates for success that did not—indeed could not—previously occur to them. Suhas Gopinath, in Bangalore, India, took inspiration from Bill Gates (a global celebrity, to be sure), 10,000 miles away in Seattle, Washington. Even today, a 14-year-old in Brazil or Nigeria might be taking inspiration from Suhas Gopinath, whom they read about on a Web site. One of the most important efforts taking place along these lines focuses on empowering young women in traditionally patriarchal cultures, providing them with not only the skills but also the confidence to participate fully in the tech-driven business environment.




 YOUTH AND ENTREPRENEURSHIP 

Entrepreneurship is a natural outgrowth of youth. Young people have less to lose when pursuing their own ideas, and studies show that great innovators tend to do their most important work in their 20s and 30s. The desire to work for oneself, however, has traditionally been tempered by the realities of the business world. Young people lack life experience, and may be prone to errors of temperament and judgment. They lack the history and relationships that their elders acquire over the years, which can be decisive in building a fledgling business. They lack access to resources. Without a track record and a credit history, who would risk capital on an unproven venture with unproven leadership?

The spread of network access and the globalization of the digital economy lowers or collapses those barriers by:• Narrowing information gaps: Through the Internet, young entrepreneurs have instant access to the global repository of institutional wisdom: the latest business information and strategies, including the experiences of more established companies, which can help new firms avoid the mistakes of their predecessors and capitalize immediately on best practices. They still need the discipline to apply these lessons to their own ventures, but young entrepreneurs who understand how to interpret information can leapfrog over stages of development that used to require years or decades of trial and error.
• Automating social connections: Online social networks make it virtually effortless for young people to connect with people and resources useful to their enterprise anywhere in the world. More and more such networks are coming online specifically for the purpose of creating opportunities for young entrepreneurs and job-seekers, as we will see in later sections. These sites automate the hard work of building up and maintaining relationships, gaining introductions to useful people, finding sponsors and mentors, spreading word-of-mouth recommendations, and getting tips that can make all the difference to success. Critics argue that the breadth afforded by social networks is no substitute for the deep trust afforded by personal connections built up over time. That may be so, but in many cases, the transient and transactional relationships facilitated by social networks deliver the same benefits faster and at lower costs to maintain, even as they create the basis for deeper, longer-term relationships over time.
• Reducing capital requirements for certain business models: In the global information economy, knowledge and talent can be more valuable to a small business than physical capital. Successful businesses can begin with nothing more than an idea and an Internet connection. In resource-poor Young World countries, which may lack even rudimentary infrastructure necessary to other kinds of industries and access to basic financial resources, this simple fact profoundly changes the whole conversation around economic development. It enables businesses to start and succeed  at levels low enough to be sustainable even in poor conditions, with economic models appropriate to serve local populations with very limited buying power—or to gain immediate and unrestricted access to prosperous Old World consumer markets purely on the strength of better ideas and better execution.



Because of these three factors, the traditional costs and risks associated with entrepreneurship are far lower today than ever before. This, combined with the examples of conspicuous success by indigenous entrepreneurs in emerging economies, has fundamentally changed the calculus for many young people looking to improve conditions for themselves, their families, and their societies. It has also opened the floodgates of market-driven innovation as a means of improving the lives of the billions at the margins of economic development.




 INNOVATION AT THE BOTTOM OF THE PYRAMID 

To date, some of the most visible examples of knowledge economy entrepreneurship in emerging economies have closely resembled models in the developed world. Companies like India’s Infosys have built well-resourced, highly professional organizations that mobilize their countries’ best-educated talent. Their corporate campuses are oases of 21st century design and amenities amid a desert of poverty and underdevelopment. This kind of conspicuous success offers a beacon to aspiring local entrepreneurs, but until very recently, it was a path realistically open only to the elite. Now, the spread of high-speed networks and low-cost devices is opening another path.

Because so much of the Young World is so poor, a significant portion of indigenous entrepreneurial activity, both social and commercial, is focused on serving the population that business professor C. K. Prahalad refers to as the “bottom [or base] of the pyramid” (BOP): the more than 4 billion consumers making less than $2 per day.15 This largely untapped market not only represents more aggregate buying power than the top global quintile, but is also composed of extremely shrewd consumers striving for better lives and hungry for innovative solutions to their daily problems. The genius of the “bottom of the pyramid” strategy is that it defines poverty in qualitative  rather than quantitative terms and seeks to alleviate the effects of poverty by improving the value that low-income people can get for their money.

Prahalad’s reframing of impoverished populations as potential consumers with an active interest in their material betterment, rather than passive recipients of aid, completely transforms the issue of international economic development and creates a much larger role for commercial enterprise. Suddenly, helping the global poor find their way to better lives is not just a matter of altruism, but a win-win opportunity for businesses, consumers, communities, governments, and NGOs.

Dignity, Not Dependency. The shift in thinking has a subtle but profound impact on the mindset of young BOP populations. Rather than stigmatizing consumer ism and commerce, Prahalad’s formulation enables dignity and choice, and ennobles entrepreneurism as the ultimate expression of “doing well by doing good.” Large companies exhibit respect for BOP customers by making investments in products that fit their needs. They also demonstrate a kind of ingenuity in terms of how they approach the market, which in turn rubs off on indigenous entrepreneurs who aspire to their success.

The recognition of the kinds of commercial opportunities that exist at the bottom of the pyramid has transformed the discourse around foreign aid. In Dead Aid: Why Aid is Not Working and How There is a Better Way for Africa, African-born economist Dambisa Moyo challenges the prevailing mindset about the effectiveness of top-down foreign assistance for impoverished companies and suggests that better efforts at economic development can come from empowering local producers, local markets, and local entrepreneurs. Whether Moyo’s critique is correct or not, the influence of her work indicates growing momentum behind alternative approaches to alleviating the poverty that afflicts much of the Young World, just at the moment when the rising generation is discovering new methods of expression, connection, and empowerment through ICT networks.

The challenge of serving the BOP market is that the consumers lack discretionary income. Prahalad points to numerous examples of businesses that successfully overcome this problem by scaling their offerings to fit the budget and life conditions of BOP customers: single servings  of products priced in the smallest local unit currency (e.g., a penny for a packet of laundry soap, rather than $3 for a box); conveniences designed for the hostile infrastructure that characterizes the living situations of most BOP populations; and brands that promise consistent quality.

Lean, Sustainable Capitalism. Making money selling products at a penny at retail means that businesses serving BOP markets have no margin for error. They must operate with extreme efficiency, and their business models must be ingeniously well-crafted. For large multinationals, scaling down takes discipline, but most can afford to absorb some losses while they get the model right.

Local entrepreneurs, however, often start at the bottom. They need to figure out ways to make money under conditions of extreme scarcity from day one. Even if they have access to capital and technology, their immediate customers may not. The products and services they deliver must therefore provide competitive value in the absence of practically all the assumptions that apply in mature markets. They have to be durable, high-quality, convenient to obtain, easy to use, and available at an almost unimaginably low unit cost. The production process necessitated by such conditions is lean in ways that are well-adapted for a resource-constrained future. BOP entrepreneurs are not only tapping a gigantic global market, they are also at the forefront of sustainability.

The result of these strategies broadens the access that poor people have to higher quality products and services, even at low levels of income, while avoiding the economic distortions and moral hazard of direct subsidies. In India, indigenous companies are making a profit providing Lasik eye surgeries at $50, building cars that cost $2,000, and selling nationwide mobile phone service at less than 1 rupee per call (about two cents U.S.). The same is true in Africa, Latin America, and across the Young World. Each time one of these companies succeeds, it spawns an ecosystem of partners and suppliers and contributes to the maturation of local markets, infrastructure, and workforce capacity.

Just consider for a moment how lean, smart, and fast a company has to be to execute under those constraints. Now imagine how formidable such a company could be with access to capital, market visibility, and consumers with enough resources to support higher profit  margins. These kinds of companies are poised to compete with the top-heavy, resource-intensive firms of the Old World.




 TECHNOLOGY AND INDIGENOUS ENTREPRENEURS 

Young World entrepreneurs whose business models are optimized to make money under the most hostile conditions are now suddenly able to take their wares directly to prosperous customers in the developed world through the medium of the Internet. They also have the same access to the world’s most advanced technology and the world’s best information.

Not every Young World enterprise is well-positioned to take advantage of these factors. Manufacturing companies, for example, are dependent on capital, physical infrastructure, local labor, government regulation, and business relationships across the global supply chain. Even the leanest, smartest, most efficient manufacturer in Nigeria is hostage to the irregularities of the power grid, bad roads, corrupt officials and a host of other barriers that make it difficult to break into the global market. Such a supplier could realistically compete only on the basis of extraordinarily low labor costs or the promise of cutting corners on environmental standards, workplace safety, and so on—savings that offset the high ambient costs and risks in the business environment. While economic realities will always create opportunities for these kinds of operations, they are not good models for sustainable development.

Knowledge-based businesses have none of these limitations. Once information devices become cheap enough and connectivity becomes ubiquitous and reliable—and we have seen that trends are headed in that direction, even in some of the poorest regions of the planet—the only capital you need to provide content or services on the Internet is between your ears.

Platforms Boost Prospects. Young World knowledge entrepreneurs have immediate and direct access to developed world markets. Popular technologies such as Microsoft Windows, the Apple iPhone, and Facebook provide readymade platforms for application developers and readymade distribution channels that leverage the trust of their brands to bring independently developed products and services to consumers.  In theory, any application that can meet Apple’s quality standards can get listed in the iPhone App Store.e Then it’s up to consumers to decide, largely on the basis of a transparent system of user ratings, whether it’s worth buying.

Huge, resource-intensive developers have the advantage of familiar brands to drive sales and highly productive workforces to develop new products, but they must find the economics of selling iPhone versions of heavyweight platform games at price points as low as $4.99 challenging. By contrast, providers accustomed to delivering lean, lightweight, useful and simple products for BOP markets at low cost enjoy huge advantages. For one thing, their cost-basis for development is almost certainly lower. For another, the marginal return on capital is significantly higher, because even small profits denominated in strong, developed-world currencies have enormous buying power in the local economy. Ninety-nine cents for an iPhone application is a trivial expense to Old World consumers, but a developer in Kenya can feed her family on the money she makes from three or four downloads per day.

Capacity and Infrastructure Are Forming. Because the path of ICT-led development holds such promise, it is the focus of a number of initiatives by governments, NGOs, and, increasingly, private businesses interested in fostering economic growth in less-developed countries. Across the Americas, Africa, and South Asia, organizations of all kinds are pouring resources into technology education, skills and capacity-building; connectivity; community-based technology centers; and e-services that build information-based skills into interactions with government, healthcare, and daily activities.

At the same time, in tandem with globalization, access to credit is spreading to small businesses and individuals at the periphery of the world economy. Mobile banking is the fastest-growing technology in Africa and parts of Asia, providing financial services to huge swaths of the population that have never had access to interest-bearing savings or credit beyond the most informal local and family-based channels. As the first wave of microfinance investments bear fruit, private equity  and venture capital is starting to appear to help nascent firms scale up to serve regional, national, and even global markets.

Not all of these initiatives are top-down. Increasingly, young knowledge professionals in emerging economies are communicating and collaborating via self-organized online communities and social networks and actively participating in local efforts to build ICT capacity. These efforts represent a robust blend of altruism and self-interest. Making progress against the dire social and economic conditions that prevail in many parts of the Young World is a fundamental humanitarian priority. At the same time, no one benefits more from a skilled and empowered local workforce than local employers seeking to expand their businesses.




THE INFLECTION POINT 

The three major trends of demographics, technology, and entrepreneurship are peaking simultaneously, offering an unexpected path forward from the global recession of 2008 -2010. All over the world, young people are seizing the opportunities presented by this unique convergence of circumstances to participate as full partners in solving common problems. Successful local entrepreneurs are reinvesting in their communities and giving employment to others. NGOs are partner ing with multinational companies and local governments to build capacity that can bring underdeveloped areas surging into the knowledge economy. Networks enable conscientious young people to transcend old limitations and reach out to one another across the boundaries of culture, pressing their demands for change and real solutions.

The next chapter looks at how these trends are being reinforced through massive investments of institutional resources, motivated by a unique alignment of incentives, opportunities, and social goals.
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