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EXECUTIVE SUMMARY

Businesses operating in Kenya, Nigeria and South Africa face a growing
executive talent gap and are confronted with a gap in traditional
management skills such as team building and change management
among leadership talent.

The African diaspora is an important source of talent but historically
has been hard to tap into. As the economy expands, this diaspora

is becoming easier to recruit in Kenya and Nigeria. In South Africa,
however, there is a wide gap between the importance of diaspora and
the perceived willingness to return, which is decidedly lower than in the
other countries surveyed.

In an environment of rising talent shortages, the ability to attract and
retain senior talent is becoming increasingly important, requiring more
than just attractive compensation packages. Talent is also looking for
empowering organizations with rapid career advancement opportunities.

To address these challenges early on, companies should invest in building
their own talent pipeline, develop leaders in-house and encourage greater
mobility among staff. To pool talent and achieve scale, companies should
consider forming partnerships for leadership development.

Companies that understand where members of the region's diaspora
currently reside and what will motivate them to return will be more
effective in tapping into the growing pool of returning diaspora.
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Attracting and Retaining Executive Talent in Africa
2015 Survey

The continent of Africa has seen significant economic
growth in recent years: Over the past decade, six of the
10 fastest-growing economies have been in Africa,’ which
is now one of the most swiftly developing regions in the
world. Simultaneously, the cost of doing business in
Africa has been falling, and the continent’s middle class
has begun to grow rapidly. And the future looks bright:
sub-Saharan Africa is projected to grow by more than

5 percent per annum over the next five years.?

GROWTH LEADS TO A TALENT GAP

Not surprisingly, the dynamic business environment in
some parts of Africa is attracting a rapidly rising number
of multinational corporations (MNC). Yet it also presents
an important challenge for these companies, as the
rapid growth of African economies has created a gap
between demand and supply of senior leadership talent.
This shortage of talent has already become a common
reality for both multinational and local organizations and
is only expected to widen over the next 10 to 15 years

as economies continue to grow and more companies
move into the region. Samsung, for example, has just
established its regional headquarters in Nairobi, now
serving East and Central Africa from Kenya instead of
Dubai. At the same time, local businesses are growing
rapidly and coming to rival MNCs in scale and in their
ability to attract talent.

METHODOLOGY

RUSSELL REYNOLDS ASSOCIATES' TALENT SURVEY

To help companies better understand the dynamics of
the region’s executive talent market, Russell Reynolds
Associates took a close look at the executive talent
market in Kenya, Nigeria and South Africa, surveying
more than 230 senior executives and sitting down to
discuss the findings with many of them.

In doing so, we attempted to shed light on the following
questions:

= What is the nature of demand and supply for senior
leadership in these three markets?

= How important is the diaspora of executives who have
left their home country for work or education, and
what is their willingness to return?

= What are the primary challenges companies face in
attracting and retaining leadership talent?

= What are the preferred means of career development
in the region?

We chose to focus on Kenya, Nigeria and South Africa as
a result of their economic market conditions. Both Kenya
and Nigeria have fast-growing economies with significant
upside potential. South Africa, though currently suffering
from an economic slump, is the most developed
economy on the continent. While this survey focused

on just three countries, other markets in the region face
similar challenges or are expected to face them soon.

From October 2014 to March 2015, Russell Reynolds Associates conducted a survey to understand the
perceptions of senior executives in Kenya, Nigeria and South Africa about the market for leadership talent in
Africa. The survey yielded more than 230 responses from CEQOs, general managers, country heads and functional
leads in Kenya (34 percent), Nigeria (25 percent) and South Africa (41 percent).

The survey aimed to provide a cross-sectoral assessment, with 37 percent of responses from industrial
companies, 25 percent from financial services and 10 percent from consumer companies.?

1 The six fastest-growing economies in Africa include Ethiopia, Angola, Rwanda, Zambia, Ghana and Mozambique; based on average gross domestic prod-
uct growth rate between 2005 and 2014 of countries with a population of greater than 10 million, excluding Afghanistan and Myanmar, World Bank, 2015

2 Regional Economic Outlook: sub-Saharan Africa, International Monetary Fund, April 2014

3 Other sectors covered by the survey are materials, healthcare and information technology
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Key findings

THE GROWING TALENT GAP

Our findings confirmed the existence of a growing
executive talent gap. As one human resources (HR)
director in telecommunications told us, “Scarcity of
talent is very much on the mind of all corporations.” This
is true in all three countries surveyed, although we find
that Nigerian companies tend to struggle more than
those in Kenya and South Africa to attract the leadership
talent required to achieve their companies’ business
objectives (Exhibit 1).

For MNCs attempting to gain a foothold in Africa, in
fact, talent is sometimes proving to be “make or break.”
We found that traditional management skills, such

as the capability to manage talent and build teams

and the ability to drive change, are scarce in all three
countries. While senior leaders view both these classic

EXHIBIT 1:

TALENT ATTRACTION CHALLENGE
Share of respondents who perceive it challenging
to attract leadership talent

a3%  S3% 6%
Kenya Nigeria South Africa

management skills and softer leadership skills—such

as communication and relationship development—as
important, traditional management skills are perceived

to be more difficult to secure (Exhibit 2). Interestingly,
innovation and risk taking are perceived to be significantly
less important than other leadership skills in all countries.

EXHIBIT 2: IMPORTANCE AND AVAILABILITY OF KEY LEADERSHIP COMPETENCIES
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“Scarcity of talent is very much on the mind of all corporations.” — Telecoms HR Director, Africa




FILLING THE TALENT GAP

The scarcity of skilled talent can be attributed not only
to the region's rapid economic growth but to a variety
of additional factors, including underinvestment in
education, an insufficient number of business schools
in sub-Saharan Africa* and the slow emergence of
companies in the region that can be considered “talent
academies’—large corporations that invest in growing
and developing their entry—and mid-level talent.

Many Western companies, therefore, have recognized
the need to help bridge the gap by investing in local
talent development. Organizations such as Coca-Cola,
Diageo and Heineken all have implemented in-house
leadership programs to develop management and
technical skills in the region. In Nigeria, Schneider
Electric trains electricians in partnership with the
National Power Training Institute of Nigeria. And
McKinsey & Company has launched a two-year Young
Leadership Program in Kenya to develop local talent
early; the most successful students receive an offer to
join McKinsey at the end of the program.

It may not be easy for regional MNC operations to
implement such programs, given the challenges of
scale and cost effectiveness. However, companies are
exploring a variety of approaches, including executive
leadership programs offered in partnership with
universities, often structured as online programs. For
example, the Kenyan mobile telecommunications
provider Safaricom is partnering with Strathmore
University to further educate its employees in this way.

In addition, transferability of talent among African
markets seems to become increasingly important to
many respondents. One executive we interviewed
commented that the company has established an
“arbitrage model”: Develop talent in countries where
more talent is available, such as Kenya, and then employ
this talent in other African markets where finding skilled

locals is more difficult. Several HR directors we interviewed

agreed that “there is an emerging trend toward Pan-
African leaders” who are able to work across cultures.

“There is an emerging trend toward
Pan-African leaders. It is still rare but
slowly emerging.”— HR Executive, East Africa

TAPPING INTO THE DIASPORA

As a more immediate remedy to the talent shortage,
many companies hope to attract those executives

who have left the region in pursuit of work or further
education. According to a 2013 report by the United
Nations, one out of every nine Africans with a university
education lived in an OECD® country in 2010/2011.
Perhaps not surprisingly, executives who have left their
home country for professional or academic reasons are
seen as an important source of potential talent for all
three countries surveyed (Exhibit 3).

EXHIBIT 3: IMPORTANCE OF THE DIASPORA

AND THEIR WILLINGNESS TO RETURN
Share of respondents who perceive the
diaspora to be important and willing to return

39% 32% 39% 299 A%
o
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Diaspora seen as important source of leadership talent over
the next5to 10 years

[l Perceived willingness of diaspora to return

“There is a sentiment of a new dawn
approaching in Kenya and Nigeria.”
— Regional HR Director, Consumer Products Company

4 Only one African university is in the top 100 M.B.A. programs globally (Financial Times 2015 ranking) and in the top 200 universities globally

(Times Higher Education 2013/2014 ranking)

5 Organisation for Economic Co-operation and Development, http://www.oecd.org/els/mig/World-Migration-in-Figures.pdf
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Promisingly, business leaders to whom we spoke said it
is easier to recruit the diaspora today than it was 10 to
15 years ago. The Kenyan and Nigerian economies are
growing, and our conversations with business leaders
in these countries indicated a general sentiment of a
new dawn approaching. As one executive told us, “The
Kenyan economy is growing at a fast pace, increasingly
constituting a ‘pull’ factor for diaspora talent.” As a
result, members of the diaspora are gradually returning
from abroad to take advantage of opportunities in the
region. In addition, some HR directors stated that many
in the diaspora no longer perceive returning to their
home country as a “confession of failure” but more and
more as an opportunity for career progression.

Nonetheless, the perceived willingness of diaspora
members to return to their home country varies
decidedly (Exhibit 3). Business leaders in Kenya and

Nigeria are significantly more optimistic than executives
in South Africa, where the gap between the importance
of the diaspora and their perceived willingness to return
is particularly wide. As some executives noted, this, at
least in part, is due to economic and political factors in
South Africa.

ATTRACTING AND RETAINING EXECUTIVES

As competition for senior talent increases, the

ability to attract and retain such talent will only grow

in importance, requiring more than just attractive
compensation packages. This is true for leadership talent
in all three countries surveyed, and especially in Kenya,
as this talent seeks empowering organizations that will
allow it to assume significant decision-making authority
and responsibilities (Exhibit 4).

EXHIBIT 4 : KEY CHALLENGES TO ATTRACTING LEADERS IN ORGANIZATION
80% Share of respondents per attraction challenge
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“Our biggest challenge is finding proven senior Kenyans. There is a good pipeline of
mid-level Kenyans coming through, but they are all unproven.” — Vice President, African Bank




The desire for rapid career growth is also reflected
when one analyzes key challenges to talent retention.
Our survey respondents cited the availability of
career advancement opportunities and decision-
making authority as critical, along with competitive
compensation packages (Exhibit 5).

Therefore, it is no surprise that respondents from Kenya
and South Africa appear to prefer working for local
organizations, which are more likely to provide a quicker
route to the top than Western corporations (Exhibit 6). In
Kenya in particular, a new generation of local companies
has been emerging that is attractive to local talent. In

contrast, a more vibrant entrepreneurial landscape
has only recently been emerging in Nigeria, which, at
least partially, could explain the survey respondents’
preference for working for multinationals there.

Nonetheless, MNCs still remain attractive to many

local executives. As the South Africa HR Director of

an international consumer products company told

us, “While financial rewards might be larger at local
companies, local talent attracted to MNCs are drawn by
their high professional standards and strong company
brands, among other things.”

EXHIBIT 5: KEY CHALLENGES TO RETAINING LEADERS IN ORGANIZATION
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EXHIBIT 6: EMPLOYEE PREFERENCE FOR LOCAL VS. MULTINATIONAL ORGANIZATIONS
Share of respondents
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SPURRING CAREER DEVELOPMENT

In an environment in which there is a scarcity of talent
and leadership competencies, career development
constitutes a vital part of any successful talent strategy.
Our survey reveals that executives in all three markets,
and in Nigeria in particular, tend to assign a high value
to formalized in-house coaching and mentoring, often in
combination with customized career development plans
and "stretch” roles (Exhibit 7).

Senior leaders interviewed agreed that coaching is

still quite a new concept for the majority of African
talent, which has had limited exposure to the career
development tools widely deployed in the United States
and Europe. As some executives noted, this desire for
coaching by local talent often simply refers to “receiving
formalized feedback” on their performance. As a result,
MNCs are making significant efforts to develop the
culture and required skills for sustained, valuable
coaching and mentoring.

EXHIBIT 7: FACTORS IMPORTANT FOR CAREER DEVELOPMENT

Share of respondents per career development factor
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“Coaching is currently a hot topic in Nigeria. However, coaching today is often nothing
more than mere feed back provided by the boss.”— HR Director, Nigeria, Consumer Products Company




The path forward

Attracting and retaining high-performing executives will
be at the core of any company’s long-term success in the
region. While there is no one-size-fits-all approach, there
are a number of solutions emerging that companies

can use to develop a strong pipeline of local and
diaspora talent. Whatever the solutions, we note it will

be essential to identify and scale cost-effective models
for developing leadership talent, establish innovative
partnerships and encourage greater talent mobility,
whether within Africa or from other regions.

We recommend that organizations operating in Africa
take the following steps:

= Develop a detailed understanding of where members
of the diaspora sit and what will motivate them to
return to their home country.

= Employ partnerships with other organizations
such as regional universities, corporations or other
stakeholders to pool talent for development programs
and achieve scale.

= Encourage more mobility among talent and think
creatively about the transferability of talent
across markets.

= Demonstrate a strong commitment to the local
community: Local executives want to feel that MNCs
make decisions aligned with the regional context,
adapt solutions to specific market needs and involve
local leaders in setting regional strategies.

= Develop an integrated talent strategy adjusted to
local market needs that addresses leadership and

career development, talent management and diversity.

The future of Africa has never looked brighter. Companies
that address the talent challenge using innovative and
cost-effective talent development approaches will be
best prepared to capitalize on the region’s growing
market opportunities.
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Russell Reynolds Associates is a global leader in assessment, recruitment and succession planning for boards of directors, chief executive officers and key roles
within the C-suite. With more than 370 consultants in 46 offices around the world, we work closely with public, private and nonprofit organizations across all industries
and regions. We help our clients build teams of transformational leaders who can meet today’s challenges and anticipate the digital, economic, environmental and
political trends that are reshaping the global business environment. Find out more at www.russellreynolds.com. Follow us on Twitter: @RRAonLeadership.
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