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Dy, Kaire Mbuende
Executive Secretary

The 1998/99 SADC Annual Report has been
prepared by the Secretariat with inputs from
Member States and other relevant national insti
tutions. The country profiles were prepared by
the respective Member States. The Report
covers the period from July 1998 1o June 1999
It reviews the economic performance of the
region, as well as social and poliucal develop-
ments. The world economy and the state of
African  economies, prospects for economic
growth and the SADC Programme of Action are
also analysed. Furthermore, the Report gives
policy options on the food situation, clearly
stating that the use of modern technology
aimed at boosting production in the agricul
tural sector needs to be taken on board.

The macroeconomic performance of the
region was not satisfactory during the year
under review. This can largely be pinned to the
minimal growth recorded by SADC's largest
economy South Africa, thereby accounting for
much of the lower growth rate for SADC as a
whole. The continuation of armed conflicts in
Angola and the Democratic Republic of Congo
also impacted negatively on the economic
stability. However. it is heanening to note that
efforts 10 resolve the conflicts are already
paying dividends, SADC realises that peace and
development are

stability and economic

intrinsically linked.

The i\'n_'!:hlll ||i'_‘.1.=|l_‘_',]51\ the JI'|.I_'.[I|iI1i1 le of the
external delyt burden and raises some concerns
with regard to the proposed sale of gold as a
reliet

form of debt It notes particularly, the

possible adverse impact on gold prices as a
result of the sales
Although many SADC Member States have

implemented economic reform  programmes
there has been limited growth mainly because
of a combination of low domestic savings
coupled with a sharp drop in both official
devel pment assistance as w ell as f reign direct
investment. The Repont points out that if SAIX
is (0 make a dent in poverty and create gainful
employment, there is need for the region 1o
grow on average by more than 6 percent per
annum.

Apart from giving a clear picture on the
region’s economic, political and social develop
ments during the year under review, this Report
hopes to provide in-depth analysis on issues of
common concern 1o the region, as well as
providing valuable information to stakeholders

and other interested parties

N\ SRS

Kaire M. Mbuende (Dr)

Executive Secretary
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Zambia
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The Southern African Development Co-ordi-
nation Conference (SADCC), the forerunner of
the Southern African Development Community
(SADC), was lormed in Lusaka, Zambia on
1 April, 1980, following the adoption of the
Lusaka Declaration — Southern Africa: Towards
Economic Liberation by the nine founding
Member States

The Declaration and Treaty establishing the
Community which replaced the Co-ordination
Conlerence, was signed at the Summit of Heads
of State or Government on 17 August, 1992, in
Windhoek, Namibia

SADC has 14 Member States namely:

Angola, Botswana, Democratic Republic of
Congo (DRC), Lesotho, Malawi, Mauritius,
Mozambique, Namibia, Seychelles, South Africa,
Swaziland, Tanzania, Zambia and Zimbabwe.
Each Member State has the responsibility to
coordinate a sector or sectors on behalf of the
others.

New Member States may be allowed to join
by a unanimous decision of the SADC Summil
and upon acceding to the SADC Treaty.

SADC headquarters are in Gaborone,
Botswana

I'he working languages are English, French

and Portuguese.
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Stnging the Zambian national antbem during the offictal opening of the 1999 Consultative
Confererice in Lusaka, is President Froderick Chiltiba (second right), former SADC Council
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The main objective of SADC is to achieve
development and economic growth, alleviate
poverty, enhance the standard and quality of
life of the peoples of Southern Africa and sup
port the socially disadvantaged through regional
integration. These objectives are 1o be achieved
through increased regional integration, built on
democratic principles and equitable and sus
SADC

tainable development, wopted  the

development integration approach, which

provides for the formulation of co-ordinated
sectoral policies and plans and an active trade
and market integration component aimed at
creating a unified regional market. It is appro
priate o its specific needs and allows groups of
countries within SADC to move faster than others

in different fields of activities.
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SADC ‘CONSULT‘Twi CONFERENGE
SADC inthe Nex| Mhillennim

The Challenges angd Oppnr?unnmd e

Intormation Technology'

Fatoruay, 1998

of Ministers (Chafrperson and South African Foreign Minister. My Alfred Nzo (lgft),
SADC Exectitive Secretary, Dr. Kaire Mbuenide (thivd left) and the Zamibxian Foretgn

Mirister, Mr 8K Walubita

Ihe countries of Southern Africa have
adopted a framework of co-operation based on:
® (deeper economic co-operation and inte
gration, on basis of balance, equity and
mutual benelit, providing lor enhanced
investment and trade, and freer movement
of factors of production, and goods and
services across national borders
® common economic, political, social values
enterprise and

and systems, enhancing

competitiveness, democracy and good
governance, respect for the rule of law and
the guarantee of human rights, popular

participation and the alleviation ol poverty

and
® regional solidarity, peace and security, in
order for the ]‘l-1]\|'. of the region o live

and work together in peace and harmony
Policies have been put in place and all the
Member States have ade |]'\|n'tli market oriented

CCONMMIC [\r‘lji 185 and we are now \‘.":;'\!'II'_l on

harmu Msing the macro-economic indicators

[t is worth mentioning that despite
agriculture’s small share of the GDP at region
level, there is overwhelming evidence that all
economies in SADC, regardless of their
cconomic base, tend o be driven by agricul-
tural conditions for growth, stahility, control
of inflation, in particular, on food prices, among

others. If the harvest is poor in a particular
year due to poor weather and other adverse
conditions, tuis affects not only farming
output but also manufacturing. This Annual
Repon reviews the performance of the region

in 1908
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Dayehped'cmrﬂrbs 3.2 3.2 22 M
s 34 38 39
European Unian 18 27 28
Japan 50 14 @ -28

Developing countries 65 5.6 331
Alrica 58 31 34
Sub-Sahara Africa 5.4 39 29
Asia 8.2 6.6 38
Latin America 36 0.2 2.3

Countries In transition 0.3 2.2- 0.2-

Source: IWF World Economic Outlook 1999

This slow-down was a result of a reduction 1€
in real GDP of 1 percentage point in the devel- [ in Aﬁim. ‘19%_
oped countries, but of 2,2 percentage points in 8.6 percent, _
the developing countries, and of 2.4 percentage | 1997 inflation of 11
points in the countries in transition. 0! 25.9 percent.
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Headds of detepations take a break 1o pose for a growp photo durin

Zambia in February 190909

The performance ol the African economy in

1998 was quite’ impressive. The 3.3 percent
growth in GDP;, compared with 2.9 pércent
growth in 1997 was the highest among regions
of the world. Although this was the fourth
consecutive year that GDP growth grew faster
than population, African economies will need

to grow at rates of about 7 percent to have a
significant dent into poverty,

Apart from poverty considerations, Alrica’s
positive aggregate cconomic performance was
skewed in favour of only two regions. Only the
North and Central African sub-regions grew in
1998. Elsewhere, there were declines in
Eastern, Western and Southern sub-regions

On the other hand. thé removal of subsidies
and the reduction in the provision of extension
services following the reforms led 1o reduced

production in the small-scale secior

On the external front, there were serious
pressures on the balance of |
the fall in export revenue by 17 percent. Fe
first time Africa recorded a negative trade
balance as the current account deficit rose to an

all time "!.'-'-l' of UIS$16 billion. Accon

mtng for

this development was the imbalance in the

s¢mvice sector w here debt service Pay ments

cost of |||i.'\[|".i‘!1('l!

and the transportation

export revenues. Coupled with this is the fact

that resource flows declined to 53 billion from

LIS$4.5 billion due o reduced private foreign

investment and bilateral credit by 40 percent

At the time debt service increased by

Same
$35 billion or 31 percent of exports ol goods

and services

Infation was contained. There was a4 dece

lertion to 12 percent 1998 from 15 percent

in 1997 — mainly on account of good weather



though mmed and omﬁﬂed« in
D.R.C. and Lesotho, have serious r
on the entire region whose
seriously undermined.

It will be a real
at the dawn of the new nium.

It :sheamaﬁngmmm,_"i vever, that
is strong determination from the i
SADCruhdnspeaceandhammyuathnma

In Angola, there is need for wnm
actions at regional and international levels to '|-"
resolve the stalemate in the mtplmta&qw'q | ak
the Lusaka Peace Process. It has been recog- |
nised that the main cause for the resur ‘ﬁ’.l
hostilities and the difficulty 1o impiemmt the
peace accord lie in the fact that the leader of |
UNITA and his military wing have failed to T
honour their obligations under the Lusaka
Protocol, the UN Security Council and the
OAU Resolutions which commit them to full | con
demilitarisation of their forces, participation in
a government of national unity and formation
of a national defence force,

On the Democratic Republic of Congo and
in line with the spirit of continued search for
peace and stability in the region, several initia- | (April 1999) :
tives have been undertaken to end the conflict in -~ fund for M5 ﬁm:m 5
the Democratic Republic of Congo which started
at the beginning of August last year, This conflict
which involves four SADC countries and two

non SADC countries could have easily pulled the
whole Democratic Republic of Congo and,
indeed, the entire SADC and Great Lakes
region into a complex and long term conflagra- | (US$5.8 million) has been made 1o s :
tion at enormous cost in terms of both human | finance reconstruction and '

lives and long term social and economic | activities. Conditions have been put in
development. the holding of free and fair elections ny
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be increased sharply in order to fight specula-
tion, While this policy, combined with prudent
MACROECONOMIC PERFORMANCE fiscal and monetary management, represented
The slow-down in 1998 economic activity was | an effective measure against contagion by the
more pronounced for the SADC region, where | financial turmoil in world financial markets, it

ECONOMIC SITUATION IN SADC

: real GDP rose by only 1.7 percent in 1998, This | exacerbated the sluggishness of South Africa’s
- represents a quite disappointing performance | economic activity.
. when compared with the sound growth rate of The continuation of the armed conflicts in
2.2 percent of 1997 and the even more encour- | Angola and the Democratic Republic of Congo
aging growth of over 4 percent in 1996. also impacted negatively on economic stability,

macro-economic management and investor

=% © Table 3 Rea GOP Growth Rates (%) in SADC
5 - pro confidence in the directly involved countries as
= 1990 1985 1996 1997 1998 well as in the SADC region at large.

“‘9”" e 21 N2 128 - S8 TTU | cotie e T in Forolon Resourcs Flows
Botswana 169 31 7.0 6.9 83

= Item 1975-84 1985-89 1990-98

- ! 07 16 09 B4 @5 |
S | 398 89| 127 35 B8 | . sl sl s
Nae 220 100 120 53 62 | gupSaharanAfrica 29 A7 181
L Y 49 56 6.0 5.2 56 Foreign Direct Investment

‘ '-:I'.LI'T ~ Moambue 01 14 64 60 116 | Plus biateral Credit

R 06" 364 210 240 28 | M 824 | Ry 6B

les. 3 ©8 15 78 30 Sub-Saharan Africa 50 44 35
“..'-t 15 29 81 17 0y | Source:ECAEconomic Report, 1999
¥

. 66 27 397 38 25 | The above Table shows that foreign direct
e 33 36 4.2 33 40 investment and bilateral credit to Sub-Saharan
e 10 - 3§ 65 35 (8 | Africa which includes SADC has fallen in recent
420 0 700 200 16 | vearsThe resource gap widened and reflected

the region's continued dependence on foreign
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resources. Domestic investment went up only
39 29 marginally and was therefore, not able to offset
34 | the decline in foreign resource flows. This is
indicative of the need 1o increase the mobilisa-
) tion of domestic savings. The policy implication
| of this is clear. If SADC is to increase its rate of
mic growth Member States need to raise
ment levels.
¢ SADC countries, namely DRC, Lesotho
ia recorded negative growth of eco-
during 1998, of 1.7, 3.5 and 1.8
rely. On the other hand, by far
t economic growth was witnessed
(11.6. percent GDP growth),
percent), Malawi (6.2 percent),
(5.6 percent). Tanzania (4.0 per-
(3.0 percent) and Angola (1,7

na
-
—
="
o
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5418 650 1760
lessho 115 96 90 85
Malawi "4 83 b a1
Mauritius 135 60 66 66
Mozambique 588 304 163 58
Namibia 20 100 80 B8
Seychelles 39 03 09 06
SouthAfica 144 87 74 86
Swaland 110 124 108 12
Tanzania %7 224 a0 161
Zambia 1096 455 352 188
Zmbabwe 155 25 27 204

8

SADC

Stib Safara

Africa 16.8 395 323 137

Alrica 156 331 259 1.1 86 I! is clear from the ﬂbﬂ?&ﬁ*ﬂu *‘:
Advanced Lol

rices went down dwing ﬂie*
Countries 43 28 24 28 14 p

Sources: Central Statistics Offices of Member States, SADC - o
Secretariat | and metals experienced sharper falls.

(1) Figures in italics are estimates | tion, export prices and volumes fell,




of trade fell by 13.4 percent reflecting a hostile | petual staple cereal deficits as can be seen in

\ r external-trading  environment for SADC. This | the figures below.
P & 2ae : exerted enormous pressures on the balance of
R payments. Figure 1
R However, some SADC economies were able B
L Sl 10 benefit from the sharp decline in world 25 | & wimnsa ..

] . & —m— Withou! RSA >
- peuoleum prices, which for the petroleum

~ imponing countries compensated, to some
% ' mem, the negative impact of declining com-

= %8
s
million tonnes
o B o
J}

ol p’ﬁ&es on their terms of trade. - ——
:\ = _‘ difficulti s 2 3 4 B § 7 B 9
L S i B Sl e Years (1991-1999)
,"-_ A _»-_..m mﬂv;ﬂ account balance continued
b *":' “"""’ﬂ?‘ @m the huge and increasing im- The figure above shows a levelling in cereal
. ﬁwmnw,mnueb and outflows | production trends from the peak in 1996, To
- "3 Jﬁ, terms of imports and huge interest understand the implications for this drop in

ot Mgl 1,

s m debt as well as the cost | Production Figure 2 below shows the gap or
deficit that has resulted.

Figure 2
2
=
=2
5
=
E
IR
It in Years (1991-1999)
Source: Food Security Bulletins, January/February editions
(1991/92-1998/1999).
RSA = Republic of South Africa

From Figure 2 it is clear that after the surplus
%W Member States have become net

of] as the overall Balance of Payments (BOP)
a few countries (e.g. Botswana and
ave adequate foreign reserves (o
on a substantial basis. Importation
Member States’ from using the

exchange on essential services

. .‘Eymlmureworrymgareme

d the subsequent impor-
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whether they have comparative advantage or 4

ot ok Tiaapice; RGUER SuaThe D199 | 1111 [ 410
adopted policies, which include the | : t
of food knowing that they do not have a com- in B S [N
: L oo o 0 eer! sl ol 4
i e T S u & OO N ougf 29) ol 120
Under WTO Agreements, due consideration (SR e E 1080 i A
has been given to least developed and net food- i 3 9.01? K '557 "
p i ] !
importing developing countries, wbiehmay t:, ool EI a0 i . | S
experience basic food shortages during lﬁ!‘-“.‘ oo 8 ; 55 ] 1 -
reform process leading to greater liberalisation B 22314 e 4 vife
205 | 228 5 1470

of trade in agriculture. These countries can get
basic food stff on full grants and/or conces-
sional terms in line with Article IV of the Food
Aid Convention 1986. In addition, Financial and
Technical Assistance can be provided to these
countries to improve agricultural productivity
and infrastructure, Given the fact that the
majority of SADC countries are constant Net
Food importers, they should explore how they
can benefit from WTO.

The negative impact debt has on SADC
countries’ efforts to erase poverty and enhance

243 ©
783 8§

120

competitiveness is of major concern. While
Member States continue to undertake major

economic reforms to put their economies on

a growth trajectory, these efforts are often

400




ilysed. Also, debt service payments as a
= of 2 country's export eamings from goods
ices has 1o be assessed, the latter indi-

capita was relatively modest. For these three

countries, the debt situation can be diagnosed

mammmmmmammdmw

to accumulate further external debt at a
relatively rapid pace, in order 1o free foreign
exchange earnings 1o meet the requirements of
the productive and/or social sectors.

Botswana, Namibia, Swaziland and Mauritius
represent the group of SADC countries, which
do not encounter a debt problem. All three debt
indicators analysed signal the absence of a debt
problem, Again, it is interesting to note that they
are the richest SADC countries, in terms of their
GNP per capita levels,

Allocation of the public budget for bhasic
services and/or the availability of foreign
exchange for the private sector have had to be
increasingly reduced to conserve foreign
exchange for debt service. Consequently, SADC
being highly impon dependent, its overall eco-
nomic performance, and thus, the level of
incomes and living standards have remained
disappointingly low. Moreover, over the years,
the debt has become increasingly unsustainable

BeL 26 255 z«mE.
PR TE BETY Y B
W wel 280 mel
I t

B . =4

590 740 70

I

560 00Q 00

29 r 28 28

02 'I'. 258 M3
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Estimates

1993 199 195 1996 197 188 1999 2000
0 'n 500 78 M7 151 185 B2 195 198
0who 4 32 82 = - - =

120 14 w09 w2 ;4 M
34, 64 5B 59 95 @ 96
24 WP K9 ME w2 191 w0
730 89 6r 0 76 17 167
01 WS XD W2 N2 B %S
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which entails the sale ofmldby the fund
to 5 million ounces. Since then the m
for the sale of gold were discussed by th W
Board on 9 July, 1999. According to prelimina
discussion the Board expressed a pi ._-.
for the disposal by way of public auctions om-
a 6 to 24 month period.

Concerns about the possible adverse impact
of Fund gold sales on the market have been f
voiced by a wide range of constituencies,
including gold producers. These concerns are
intensifying as the gold price weakens and
increasingly reflecting broader questions about
the future gold holdings by the official sector

and the role of gold as a monetary asset,




Heap oF STATE
President Jose Eduardo dos Santos

CaprraL City
Luanda

NarionaL Day
1| November (1975)

LANGUAGES
Partuguese and vanous local

languages

CURRENCY

Kwanza (Ker) = 100 lew
AREA

I 247 000 kmn
PoPULATION

1,6 million

LiTERACY

40%

URBANISATION

26%

LiFe EXPECTANCY

42 years

Diamonds, oil products, gas, fish,

- wildide, agricutural producs, sea and

OVERVIEW

Angola's macroeconomic situation is unsustain-
able. Recently, high rates of growth of both
GDP and investment have been attained, but
these are largely explained by offshore oil pro
duction by loreign companies and a rapid
increase in the production of diamonds. GDP
per capita has been falling steadily, and the
revitalisation of agriculture is hampered by con
tinuing insecurity. As a percentage of GDP, the
fiscal deficit is huge. Defence remains the
largest component of goverament spending,
contributing to underspending on education
and health. Monetary policy is largely inactive,
completely swamped by the need to finance
the budget deficit. Monetisation of the deficit is
generating hyperinflation in a situation of acute
shortages. As some stability has returned and a
measure of liberalisation has been introduced,
the extension of credit to the private sector has
grown rapidly.

External debt is around double annual GDP.
which makes it critical that the domestic sav-
ings rate rise from its current very low level,
and that the country run 4 currént-account sur-
plus. Angola has no aid-financed structural
adjustmient programme; although the country
receives some aid, most external finance is
acquired using oil as collateral. which means

that above-market interest rates are paid on

debr. Large annual nominal depreciations are

insufficient to support an expont drive, given

the very high rate of price inflation which caus-
es the real exchange rate to appreciate. The
absorption of domestic resources to finance the
deficit and service the external debt is ¢ 1|I|_||]\
needed investment in

inconsistent with the

export capacity. Until a greater degree of €co-
nomic stability is achieved, trade policy will
remain subordinate to macroeconomic impera
tives, Under these conditions, trade liberalisa
tion — even if limited to the region — will sim-

|)|_\ not [l['lu!lut' the desired :.![-I\\!li and
diversification response although it may lu'|[\
to allevidate the shortages of many consumet

commodities

THE REGULATORY FRAMEWORK

FOR INVESTMENT

1, Angola has an abundance of natural
resources  which are not currently fully
exploited. Opportunities exist for the
expansion of diamond mining, oil and gas
exploitation, and large scale commercial

fishing.

[

A new Foreign Investment Law was passed
in 1994, Nearly all sectors of the economy
are now open to foreign invesiment,
including infrastructural development such
as roads and railways. Investments less
than US$5 million no longer need prior
Government approval. Foreign companies
wishing to invest in Angola are given equal
local firms

treatment o that given to
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HEeAD oF STATE
President Festus Mogae

CapivaL City
Gaborone

NationaL Day
30 September (1966)

LANGUAGES
English and Setswana

CURRENCY
Pula (P) = 100 thebe

AREA
582 000 k'

PopuLATION
I.6 million

LiTeErACY
66%

URBANISATION
46%

Lire EXPECTANCY
67 years

NaTURAL RESOURCES
Diamonds, copper, nickel, cattle, wildlife
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INTRODUCTION

1997/98 was vyet another good vear [on
Botswana's economy as the country continued
to register an impressive growth rate, due mainly
to the good performance by the mining sector
Provisional estimites from the Central Statistics
Othice (CSO) indicate the real Gross Domestic
Product (GDP) grew by 8.3% in 1997/98, com
pared to a revised estimate of 7.2% for 1996/97
Fhe mining sector, which accounts for nearly
one-third of GDP. rose by 9.5% \|tll'1[1;__‘_ the vear
reflecting the full year’s impact of the con
tinuous operations introduced in all diamond
mines in 1997, At the same ltime, non-mining
sectors also continued to perform well, regis
tering a growth rate of 7.7% in 1997/98, almost
the same as 7.8% recorded in 1996/97

As a result of the strong performance of the
non-mining sectors, formal sector employment
rose by 5.4%, from 227 300 in March 1997 (o
239 500 in March 1998, representing an increase
of 12 200 jobs in the economy over the period
Price developments continued to be favourable,

with the rate of inflation falling from 7.7% in

January 1998 1o 5.9% in October, before rising

to end the year at 6.4%,

The 1997/98-budget outturn indicated a sig-
nificant budget surplus of PE75 million, while
the revised budget for 1998/99 points to a sub
stantial deficit of P14 billion. The two major
reasons for the deterioration of the budgetary

situations for 1998/99 are: (i) a significant

evenues due maimnityv oy thic
Asian crisis and (1) considerable additional ex

penditures arising from the increase in the salaries

of  public sCTVants Members of Parliament
Councillors, Members of the House of Chit
and Land Board members. The proposed bud
gel for 1999/ 2000 also forecasts
of P400 million, due mainly to the
depressed international markets for diamones
as a result of the Asian crisis, as well as fast

growth in government development expenditure

DomesTic ECONOMIC REVIEW

Macroeconomic Performance

OUTPLIT

The Domestic output, as measured by Gross
Domestic Product (GDP), is estimated to have
grown, in nominal terms, from P17 5029 mil

lion in 1996/97 to P20 428.3 million in 1997/98
représenting an increase ot 16.79 I'his com

pares to 23.53%

achieved in the previous vear
Sectors making major contribution to the growth
were: General Government (19.2%), Mining
(18.8%), Trade, Hotels and Restaurants (16.8%)
Water and Electricity (15.9%), Transpont and
Communications (153 and  Manufacturing
(14, 1%), Most sectors recorded strong rising
growth rates ranging berween 13% and 14

I'he Agriculture sector, on the other hand, grew

by 54% in 1997/98 compared to 9.6 in

1996/97, due mainly to low and erratic rainfall



compared 1o ‘7896 in 1
non-mining sectors, signi

and Restaurants (8.4%). The
tor grew by 4.7% in 19975’9@'
in 1996/97. while theAg;icultmal sqc:ot' =i
ued 1o be depressed because of the. &mﬁ
phenomenon. The sector recorded a..dedmnﬂ‘
1.29 in 1997/98, compared to a decline of 0.2%
in 1996/97. Real per capita GDP (in constant
1985/86 prices) grew by 5.7%, from P3578 in
1996/97 10 P3 780 in 1997/98.

An analysis of the GDP by type of expendi- | i
ture indicates that in constant 1985/86 prices, | Ir
the share of exports of goods and semcesfdl.
from 57.8% in 1996/97 to 56.2% in 1997/98,
while that of imporns rose from 37.7% in
1996/97 to'41.4% in 1997/98. The share of gov-
ernment consumption remained unchanged at
28.1%, while that of the households increased
from 25.9% to 28.3% over the period. Finally,
the share of the gross fixed capital formation |

rose from 23.6% to 24.4% during the one-year

period. _
'I ‘estimated ar 21,5%, which
PRICES 95000 people without jobs d

During the year, the rate of inflation continued | With the expected increase in em
its gradual decline, falling from 7.7% in January = especially in the construction sector,
to 5.9% in October, before rising to end the = ployment rate is expected o have
year at 6.4%. There were two months in which | somewhat from this level by December 1

| .

the rate of inflation accelerated: in April, due o Preliminary findings from the ree
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conducted Tracer Study by the Employment
Policy Unit of the Ministry of Finance and
Development Planning show that employment
in the country was both structural and friction-
al, It also shows that high unemployment was
found among those aged berween 15 and 19
years, and those with only Junior Certificate
(JC) training. This means that employment

~ policy interventions should be focussed on

these groups. Programmes have been put in
phce 10 partly address the problem of youth
unemployment in the country. These include
the National Youth Policy and the Revised
‘National Policy on Education.

WTM’F

 The 1997/98 Budget outturn
' The 199?.’98 acwul budget outturn turned out

tﬁﬂae less favourable than the revised budget.
H‘W budget surplus of P875 million was
¢ . ared to the P1 270 million antic-
wf in lhze H‘Mﬂﬂd budget, representing a
decline of P395 Vmﬂﬁo“ Contributing to the

- decline was a fall in total revenues and grants

ofi’@n&lﬁonmdaninmdl’l? million

égof.swana

Sciences Services, the Education sector accounted
for 59% of the total recurrent expenditure.
Under the development budget, Economic
Services accounted for 47% of the toral devel-
opment  expenditure, followed by Social
Services with 35%. Electricity & Water Supply
took the largest share of the development
expenditure under Economic Services, while
Education accounted for the largest share in
Social Services.

THE EXTERNAL SECTOR
Foreign Trade
During the first half of 1998, 1otal exports
amounted to about P4 741.2 million, which is
0.2% higher than the P4 729.9 million achieved
during the same period in 1997. Exports con-
tinued to be dominated by diamonds, cop-
per/nickel and beef, which accounted for
77.8% of total exports. However, diamond sales
declined by 5.8% compared to last year, mainly
as a result of quota restrictions. Similarly, cop-
per/nickel exports declined by 5.4% due 1o
depressed prices. On the other hand, meat and
meat products registered a 44.7% growth, from
P115.1 million during the first half of 1997 10
P16.6 million in the first half of 1998, Other
commaodities which registered high growth
rates are; live animals (192.4%), other goods
(14.4%), vehicles and parts (17.5%) and textiles
(5.3%).

Imports increased by 19.2% from the
revised figure of P3723.6 million for the first

f | 'Half of 1997 to P4 437.0 million during the first
| haif of 1998,

A major proportion of Botswana's imports
Ccontinues to originate from the Common
Cum&m which accounted for 71.4% of
al impons during the first half of 1998, This

f of 1997, In value terms, imports
ymmon Customs Area increased by



million in 199&?01‘ theﬁﬁ ‘
1o be in deficit, ansmsﬁ'ém a 23%
mond exports and a 28.6% increase in I
imports. The ﬁmmcia] account is alm'_

to the growth in equir.y m\rcstmem gaﬁ%h
following the liberalisation of excharn
trols last year.

Despite the low overall balance of paymer
surplus, foreign exchange reserves mc:eamd w
26471 million at the end of November 1998,
compared to P21690 million at the end of
November 1997, due mainly 1o the depreciation
of the Pula against major international cusrencies.
In US dollars, the foreign exchange reserves
increased modestly o 11555960 million in
November 1998, from US$5 722 million at the
end of 1997. These reserves were sufficient 1o
finance about 29 months of imports of goods and
services, almost unchanged from the 30 months

level in the previous year.

Exchange Rate Movemenls

Botswana products in the exp

The movements in the Pula exchange rates dur-
ing 1998 were overshadowed by the financial |

turmoil in global money and capital markets |

the end affecting adversely the
put and employment.

The upward creep of the inflat



dmupda;theendnf 1998 is expected to con-
H | tinue on account of the rising trend of inflation in

: ~ the Republic of South Africa and the effect on

T Y —— ¥
E e I-.| prices of the recent salary revision in the public

- sector which is likely 10 be followed by increas-

my. The average level of inflation may rise 10
2 around it d 8% during the current national accounts

™

2108, @ﬁmﬁm ation rate is a sure way of los-
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HEeAD oF STATE
President Laurent Kabila

CapitaL City
Kinshasa

NarioNaL Day
30 June (1960)

LANGUAGES
French and various local languages

CURRENCY
Conga Franc

AREA
1 435 409 km

PopuLaTioN
49 million (1998 estimate)

LiTERACY

66%
URBANISATION
60%

Lire EXPECTANCY
53 years

NaturaL RESOURCES
Gold, diamonds, base metals, coal, oil

and gas, wildhfe, water, uranium, cof-

fee, sugar, rubber, cotton, fish

Apart from a brief period of monetary and fis-
cal discipline from 1983-85 when the rate of
inflation was halved and the economy gréew in
real terms at 4.7 percent a year, the DRCongo's
economic recent history has been characterised
by hyperinflation, large government deficits, a
growing external debt, demonetisation and
dollarisation. Financial aid programmes were
abandoned by donors in the early 1990s, and
Zaire stopped servicing its foreign debt.
Between 1990-96 the economy contracted by
an annual average of over percent, and
(recorded) GNP per head has fallen dramatical-
ly. The informalisation of the economy over
this period means that most economic activity
is unrecorded, so that trade and production
figures need 1o be viewed with even more than
usual caution.

It is not yet clear what policy package will
be followed by the new government, although
the country’s application to join SADC may sig-
nal some opening up of the economy — and a
recognition that unrecorded trade with neigh-
bouring countries needs to be legalised and
recorded. A programme of privatisation has
lu‘g‘l] AP r\(_‘ri_ and tensport ]1nl-.'- are |1('inu
upgraded

I'he DRCongo's macroeconomic position is
even more extreme than that of Angola and
Mozambique: a large external debt; minimal

foreign exchange reserves; severe hypér-

inflation; runawiy money supply growth: and
sharp and sustained economic contraction. The
economy is tightly closed, but, until the
macroeconomy is stabilised, adjustment initia-
tives are likely to have little impact on growth

and development.

THE REGULATORY FRAMEWORK

FOR INVESTMENT

1. The Fconomic Stabilisation and Recon-
struction Programme (ESRPY put forth' the
government’s view that economic policies
should be of “social market” inspiration,
and act as a “means of ensuring the judi-
cious distribution of roles among the state
and other players in society: business,
associations, NGOs and local authorities.”

The ESRP identifies infrastructure, agricul-

[

ture and mining as the main pillars of
future economic growth.

3. The new government has inherited a
macroeconomic situation of high external
indebtedness and a high inflation rate. It
remains to be seen how these two financial
burdens will be handled

t. There remains concern  among  some
foreign investors over the approach that
the government has adopted when dealing
with contractual commitments and new
negotiations

5. Provisions tor 100 percent tax cxrmpiiunn

(granted by the previous government)

21
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~ have been suspended until a thorough

- teview of the wxation system has been
 conducted. It is expected that a value-
s ‘{:z- added tax will be introduced, along with a
6. Investors must make initial cash deposits at
sk Batique e Commece et de Devel-

edithat much oF the funds for
u'k will be drawn

10.

1%

significantly.

The Socicte Nationale d'Electricite (SNEL)
has drafted a rehabilitation programme,
to be financed by privaue investment,
Similarly, it is hoped that projects in health,
education, and civil service training will
attract private funding.

All importers are required to first obtain an
Import Licence and Authorisation to pur-
chase foreign currency. All goods shipped
by sea must be transported on bonded
ships. With only a few exceptions, both
imports and exports are subject to pre-

shipment inspection.

From time to time, there may be payments
arrears for both private and official pay-
ments.

12. The DRC has Aricle XIV status at the

IMF.
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HEAD oF STaTe
King Letsie Ii

Heap oF Govr

Prime Minister Prof Pakalitha Mosisili

CapimaL City
Maseru

NaTioNAL Day
4 October (1966)

LANGUAGES
English and Sesotho

CURRENCY
Maloti (M) = 100 lisente

AREA
30 355 km'

PopuLaTioN
L1 millien

LiTERACY
%

URBANISATION
17%

Lire EXPECTANCY
59.4 years

NaTURAL RESOURCES

Diamonds, wildlife, mohair, wool, water
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OVERVIEW

Preliminary estimates indicate that the economic
activity, which was fuelled primarily by the

Lesotho Highlands Water Project (LITWP) activity,

has finally returned to its long-run rate of

growth following three years of economic boom.
Real GDP slowed down to 3.5 percent in 1997

as opposed to a 12.7 percent growth in 1996,

EMPLOYMENT

By the end of 1997 the number of mineworkers
employed in South Africa was 93 243, a decline
of 7.9 percent compared to the figure of the
previous year. The decline was due to:

* increased mechanisation of mines (coal mines
in particular);

closing down of some mines due 1o escalating
COSLS; .mtl

relatively high wages that now attract black

South Africans in larger numbers than before.

INFLATION

The average annual rate of inflation, measured
by changes in the consumer price index (CPI)
declined by 1.5 percentage points from the pre-
vious level of 88 1o the present level of 7.3
The main contributors to this change was the
tall in price indices of food. On the other hand,
the prices of alcohol, beverages and tobacco

went up by a relatively small amount.

- Jedo'fﬂa

In order to achieve its medium and Jong term y
development goals, as outlined in the Skth
National Development Plan, Government's- ﬁ.‘fca:f
policies during 1997/78 lml year continued to
maintain a close balance of mvenue and equp
diture, which resulted in budget surpluses smqg,,
1992/93 fiscal year. E ,u,. ;
The 1997/08 government budgetary opm A
tions show an overall budget surplus of MB&& :_.:.c

the 1997/98 hud;_,el This surplus represent
1.5 percent of GNP, 7.

MONETARY SECTOR

During the year which ended in December"
1997, therg were notable changes in the major, ] M
monetiary aggregates. Foreign exchange rcsaweﬁ £
of the entire banking system continued to show

an upward trend albeit at a slower rate than in

the previous year while domestic credit con- :
tinued to drop steadily. Although the money -
supply increased in line with other monetiry ke,

aggregates, it showed a slower increase than
the previous year.

The Central Bank interest rates droppesd
during the review period, Even though all
the deposit rates were positive during the
review period, the call deposit rate dropped

by 1.83 percentage points to the level of 13.17

23
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in December 1997. The prime lending rate
declined by a percentage point from 18.10

to 7.10.

E OF PAYMENTS

The overall balance of payments position, with
a build-up in official reserves to about 7 months
of regular imports, increased by 19.6 percent in
1997, thereby registering a surplus of MG16.4
million (US$133.80 million). Imports increased
by 32.2 percent, widening the current account
deficit by 538 percent to M1303.5 million,
Exports rose by 9.1 percent to the level of M904
million (US$196, 22 million). The growth was
driven by a high increase in exports of televi-
sion sets, Long-term net capital inflows, boosted
by the increase in official loan disbursements,
appreciated by 18.1 percent. Labour income,
which financed about 34.0 percent of total
imports during the review period, grew by 5.6
percent. Unrequited transfers, which continued
10 be the second largest source of financing after

labour income, rose by 21.0 percent in 1997.

DEVELOPMENTS IN THE REAL SECTOR

Preliminary estimates indicate that the econom-
ic activity, which was fuelled primarily by the
LHWP activity. has finally returned to its long-
run rate of growth following three years of
economic boom. Real GDP, which grew by 12.7
percent in 1996, has slowed down tw 3.5
percent reflecting a4 deceleration in LHWP
related activities, Tables 1.1, 1.2 and 1.3 illus-
trate the performance of the real sector during
1997 compared with the previous years.

The primary sector slowed down by 0.3
percentage points to the level of 12.7 percent
reﬂecdng last year's crop production which can
be described as fa__ir 10 poor. The share of agri-
culture in this sector was almost the same as
that of last yedr at around 12 percent.

1In terms of major sectors, GDP at factor cost
was dominated by the secondary sector in 1996

~ which accounted for 44.1 percent. The carrent
share of d:gsecandary sector declined by 09 ! servants. teachers, daily paid workers and

i

ﬁ[}f’ J o [ /.’ 0

percentage points to the level of 43.2 percent.
The decline resulted from a modest growth in
government construction following last year's
boom in construction of office buildings.

The tertiary sector reflected a modest per-
formance by a rise from 42.8 percent to 44.1
percent. Indications are that the wholesale and
retail trade is experiencing economic hardships
which resulted in decline in sales turnover
Also, the real decline in labour income from
abroad coupled with LHWP activity are prob-

ably responsible for this slowdown

EMPLOYM

Comprehensive data on employment which
was last collected in 1985/86 through a Labour
Force Survey and 1986 Population Census con
tinue to be the basis for estimates of the current
labour market statistics. A recent population
census was conducted in 1996 but the results
are yet to be published. Available data on the
employment situation in Lesotho is mainly for
the formal sector and this makes it impossible
1o estimate the rate of unemployment or under
employment.

The employment of mineworkers has been
declining in recent years following a peak of
126 733 in 1989 as evidenced by Table 2. At the
end of 1996, migrant mine labour was recorded
at 101 237. At this level it was 2.4 percent lower
than its level in 1995, By the end of 1997 the
number of mineworkers employed in South
Africa was 93 243, a decline 7.9 percent com-
pared to the figure of the previous year. The
decline is due to increased mechanisation of
mines (coal mines in particular); (i) closing
down of some mines due to escalating costs;
and (i) relatively high wages that now attract
black South Africans in larger numbers than
before. The Government remains the largest
employer in the formal sector in Lesotho.

Al the end of 1997, the number of people
employed by the government was 34 880. This
was an increase of 3.9 percent compared to the

1996 figure of 33 485. This comprises the civil
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armed forces. Government individual salanies
and wages increased by 10 percent in the
1997/98 fiscal year following a4 12 percent
increase offered in 1996/97,

The Lesotho National Development Cor-
poration (LNDC) assisted forms was estimated
at 17 023. Ag this level, the number employed
had increased by 2.5 percent over the previous
yvear's figure. The total number of firms was
recorded at 50 in 1996 ¢ompared to 53 the
Previons year.

Insurance industry also created some
employment during the review period. Total
number of people employed by insurance com-
panies, brokers and agenis increased by 26.7

percent over the previous year’s figure of 300

DEVELOPMENTS IN THE

FISCAL SECTOR

Projections of the 1997/98 povernment bud-
getary operations show an overall budget sur-
plus of M88.8 million (US$14.8 million) which
is 1.5 percent of GNP. This is in contrast with
M65.2 million

the overall budget deficit of

(L18$10,87 million) which was envisaged.

Without grants, the projected outturn repre-
sents a deficit of M89.9 million

As a percentage of GNP, total receipts are
nrojected 1o increase from 39.7 percent in the
previous fiscal year to 42.2 percent during the

review period. This trend emanates from the
Government's on-going policy of improving
revenue collection. Customs revenue is project-

ed to grow by 16.6 percent to stand at (M1172.8

million (US$19547 million). This represents
19.8 percent of total revenue, 0.4 percentage
paints above its ] SIOnN a4 vear earlier. Sales tax
collections are expected to grow by 15.2 per
cent, thereby falling short of the target of
M244.6 million (US$$40.77 million) lr.\ 8.0
percent. This may be ascribed 10 a geneéral
slackening of economic activity in the whole

sale and retail sub-sector. Income tax revenues
are projected to rise by 10.4 percent, which is
higher than the 8.6 percent increase recorded
last year

1
»l e .3 0 t’ ﬂ 0

Price: movements in Lesotho are greatly 'IJ_!nﬂtl;
enced by price developments in South Afﬁ(‘a.
Annual inflation rate in South Africa ended
the year at 6.1 percent and given the almost par-
allel movement of prices in the two countries,
Lesotho's inflation rate is expected to remain in
the single digit in 1998, Also. if the good rains
experenced during early January and  mid-
February continue in subsequent months, then
the inflation rate is expected to decline even fur-
ther as food prices are expected to drop,

The average annual rate of inflation, mea-
sured by changes in the consumer price index
(CPD declined by 1.5 percentage points from
the previous level of 8.8 to the present leyel of
7.3, The main contributor to this change was
the fall on price indices of [ovod, aleohol, bev-
erage and tobacco as well as clothing and
lootwear,

Food indices were affected by the rise in
prices of staple food such as maize meal,
sorghum meal, ready made meauls and oats, The
fall in indices of vegetables were mainly due
to the fall in prices of cabbage, spinach and
potatoes. Regarding alcohol, beverage and
tobacco, the change in prices was. largely on
account of the rse in prices of beer, distilled

drinks and cigarettes,

DEVELOPMENTS IN THE

MONETARY SECTOR

During the year which ended in December
1997, there were notable changes in the major
monetary aggregates. Foreign exchange res-
erves of the entire banking system continued to
show an upward trend albeit at a slower raie
than in the previous year while domestic cred-
it continued to drop steadily. Although the

money supply increased in line with other

monetary aggregates, it showed a slower
increase than the previous year

I'he broad measure of money supply (M2)
rose by 4.1 percent to M1475.2 (US$255,09)

during the vear which ended in December

25



(/’
.nf(nlqu

TOTAL EXTERNAL DEBT AS % OF GDP

BUDGET DEFICIT as % of GDP
10

it

)ro/i/(' —

(]
REAL GDP GROWTH
n
n
wr

» § " By AR T LA 1

= [ ]
8

E "
n
u
“

L @ a1 s W L)

. i
4
i INFLATION & GROWTH RATES
Ié n
iy »
§ n] 2 A
E = A~
o M A T
jE o iv I aa -
) ]

1997, This increase followed a 17.5 percent rise
in the previous year and was mainly a reflec
tion of a growth in net foreign assets coupled
with a net decline in other items net.

Domestic credit continued to fall as a result
of the improvement in the net creditor position
of Government with the banking system. At
negative M1119.2 million, (UUS$242.93) it was
M520.5 million (UU88103,57) lower than its
position in the previous year.

Government continued to improve its
status as a net creditor to the banking system to
the wne of M1965.2 (11S8426,57) over the year
to December 1997, This represented an
improvement of 28.9 percent from its position
in the preceding year. While Government was
the net borrower of M26.1 million from the
(UJS$5,77m) commercial banks, its net creditor
position of the Government with the banking
system improved by 28.3 percent 1o M1991.3
million (11S$432,23).

The banking system’s net foreign exchange
reserves rose by 20.5 percent to M2994.6 mil-
lion (US$650,01) over the review year. Official
reserves rose by 22.5 percent while those of the
commercial banks decreased by 4.3 percent 10

M220.2 million (US$47 .80),

NEY MARKET RATES

Money market interest rates continue to devel-
op in line with those of the Common Monetary
Area (CMA) member states. Interest rates dre
not controlled in Lesotho. The Central Bank
sels the prime lending rate and maintains
various deposit interest rates which reflects the
situation in finuncial markets of the sub-region.
On the basis of this, the commercial banks
adjust both their deposit and lending rates.

the Central Bank interest rates dropped
during the review period. The call deposit rate
fell by 0.4 percent during the second half of

.—‘[} ¢ 40 l’ /:

1997. From December 1996 to end of last year
it fell by 1.83 percentage points to the level of
13.2 percent. All the deposit rates of the Central
Bank were positive in real terms during the
review period.

At 17.50 percent, the prime lending rate
declined from the level of 18.10 percent pre-
vailing in 1996. As already indicated, the prime
lending rate provides a target or a benchmark
for commercial banks lending rates, which are
normally set at four or more percentage points

above the prime rate

DEVELOPMENTS IN THE

EXTERNAL SECTOR

The overall balance of payments position, with
a build-up in official reserves to about 7 months
ol regular imports, continued to be favourable
in 1997, This overall balance increased by 19.6
percent in 1997, compared to a substantial
increase of 1027 percent recorded the previous
year, thereby resulting in a surplus of M616.4
million (UUS$143.8)

The current account deficit widened by 53.8
percent to M1303.5 million (US $282.93). This
was mainly a result of 32.2 percent increase in
the level of impons. Exporns were recorded at
the value of M904 million (US$196,22) during
the review period. This was 9.1 percent highet
than the level recorded a year earlier
Attributable to this growth is machinery and
transport equipment, which more than dou-
bled, as well as manufactured goods which
grew by 65.8 percent. The growth in machinery
and transport equipment category was driven
by a high increase in exports of television sets.

Long-term net, capital inflows rose steadily
during the year under consideration. They
appreciated by 18.1 percent. The large increase
in net capital inflows was largely boosted by

the increase in official loan disbursements.
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HEAD oF State
President Bakili Muluzi
CapimaL City
Lilongwe

NaTioNAL Day

6 July (1964)

LANGUAGES
English and Chichewa

CURRENCY
Malawi Kwacha (MK) = 100 tambala

AREA
118 484 km'

PoruLATION
IT million

LITERACY
40%

URBANISATION
13%

LiFe EXPECTANCY
52 years

NaturaL RESOURCES
Tobacco, tea, sugar, fish, wildlife

PoLicY ENVIRONMENT

The Government medium-term strategy seeks
to alleviate poverty through accelerated growth,
restoration of financial stability and increasing
access to the basic social services. Consistent
with this strategy, the government will ensure

that the following policies are implemented:

Monetary policy
Monetary policy is aimed ar achieying the gov-
ernment’s objective of reducing inflation sub-
stantially over the medium term. Consistent with
this objective, the 12-month growth of broad
money is targeted to decline from over 30 per
cent by end-1998 to 18 percent by end-1999.
With the strong external budgetary support
anticipated in the period ahead, the govern-
ment plans to reduce its domestic indebtedness

mainly with the banking system

Fiscal policy

The government will, under this policy, continue
to strengthen the underlying budgetary position
through sustained effornts 1o raise revenue and
restrain the growth of less essential expenditure.
In addition, key reforms will be implemented
with the aim of strengthening the efficiency in
tax systems and management of public
resources. The government, supported by the
international community, will seek to improve
Malawi's poor social indicators by increasing

budgetary suppont for education, health, and

Malaw

# =
other priority areas, Finally, on-going work in
regard to the medium term expenditure frame:

work, the functional review of ministries, and

the job grading and rationalisation of the civil i 2"

.":

service will be aceelerated, thereby paving the -
way for important reforms to be implemented
starting from 1999/2000 budget. %

Balance of payments and
exchange rate policy

The exchange rate for the Kwacha will continue L

to be market determined, and interventions by =
the Reserve Bank of Malawi will be guided

3 1

et
mainly by the reserve targets. Complemented
s

with the exchange rate policy, the government
is to strengthen the external position, with the = =

official international reserves increasing to 4.5

months of import cover by end-1999,

In regard to vade policy, the government 1§
continuing to pursue a diversified expansion of
exports through various initiatives aimed at
promofing investment and eliminating price
distortions. The government will also continue:
to gradually reduce import duty rates with the
maximum of 25 per cent in 1999/2000 from the

maximum rate of 30 per cent in 1998/999.

Privatisation

In order to ensure that private sector plays a
vital role in development government will con-
tinue with its privatisation programme through
the Privatisation Commission, which wus estab-

lished through a Public Enterprises (Privatisation)

27,
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Act to implement the privatisation of any direct
or indirect government enterprises,

The privatisation/restructuring  of  public
enterprises will focus on the privatisation of
additional 25-30 enterprises, with assets equiv-
alent to 1 per cent of GDP. To strengthen
Malawi's competitiveness in the regional and
international markets, reforms in the utility sec-
tor (transpon, power and telecommunications)
and the financial sector (the privatisation of the
two largest commercial banks — the National
Bank of Malawi and the Commercial Bank of
Malawi) will dalso be accelerated. In addition,
the government intends to divest all the assets
in the Malawi Development Corporation (MDC)
and the Agricultural Development and Marketing
Corporation (ADMARC) by the year 2003,

The government is also to privatise or other-
wise restructure the ownership and manage-
ment of Malawi Rural Finance Company by
end-1999. It will also privatise or close several
smallholder crop authorities, that is, govern-

ment parastatal firms.

MACROECONOMIC PERFORMANCE

IN 1998

Despite the stable period Malawi had during
the first seven months of 1998, there were pres-
sures of instability which culminated in eco-
nomic slowdown for 1998. Real GDP increased
by 3.3 percent, which was slightly below the
planned target of 3.8 percent and 5.0 percent of
1997. This rather modest growth was caused by

poor performance of non-agricultural sectors,

The devaluation of the exchange rate affect-

‘ed the rest of the economy fuelling inflation
pmssure The 12-month inflation rate increased
~from 196 percent by end-July 1998 to 53.0 per
_ cent by end-December, 1998 reflecting price
. Adjustment to the depreciation of the Kwacha
in :A-ugum 1998,

Despite the depreciation of the Kwacha, the

tmzrall budget deficit, that is, including grants,
for 1%99 declined below the wm:a level

wmmd@:'m'mumo

|

million reflected the relatively high increase in
revenue due o strengthened tax administration,
the positive impact of the depreciation of the
Kwacha on grants and the slow growth of the
expenditure following improved financial man-
agement.

Since 1995 the visible trade deficit continued
to widen, In 1998 a deficit of NK5.3 billion was
registered compared with the deficit of MK4.0
billion recorded in 1997. The worsening deficit
reflected the substantial increase in shipment
costs due to the depression of the exchange rate.

However, on f.o.b. basis, the trade balance
recorded a surplus of MK2.7 bhillion compared
with MK1.1 billion for 1997. This reflects faster
growth in export earnings than in impon growth.
Between 1997 and 1998, the export earnings
increased by 68.2 percent, from MK 8.8 billion
in 1997 to MK14.8 billion in 1998 while imports
grew by 55.8 percemt from MK7.7 billion in
1997 to MK 12.0 billion in 1998. The deprecia-
tion of the Kwacha impacted on these increas-
es ol export and impon values.

In conclusion, current account balance
deteriorated further to MK8.3 billion in 1998
from MK35.4 billion in 1997, Balance on long-

term increased by 144 percent from MK3.6

billion in 1997 to MKS8.8 billion in 1998 on
account of large inflows which came towards

the end of 1998

SECTORAL PERFORMANCE

Agriculture

Agriculture  performance in 1998 improved

from 3.3 percent in 1997 to 3.7 per cent in 1998
The smallholder agriculture sub-sector grew by
8.9 per cent while that of the large-scale sub-
sector declined by 11.9 per cent. Improvement
in  small-scale agriculture sub-sector was
attributable 1o the increases in the production
of maize, rice, cassava, groundnuts and pulses,
which grew by 25.1 per cent, 4.7 per cent, 16.3
per cent, 41.5 per cent and 165 per cent
respectively. However, the decline in large-scale
agriculture was mainly due to lower levels of

tobacco and tea production.



Performance in the mining oo
tor continued to be impressive in 1998,

and management at Mchenga Coal Mine.
Gold and platinum metals exploration was |

undertaken in all the three regions of Malawi |
and laboratory tests were carried out to that |
effect. Depantment of GcologcalSum?Sﬂ% )
undertook a number of geographical mapping |
and searches for other minerals as well, Among '
other things, exploration of kimberlite rocks
and gypsum was undertaken in various sites of
the country,

Tourism
Between 1990 and 1998, the number of inter- |
national visitors to Malawi rose at an annual
growth rate of 6.0 per cent. In 1998, the number

of international visitors was at around 217.937

compared o0 129912 international visitors |
recorded in 1997 reflecting a growth rate of 6.7
per cent. It is estimated that in 1999 the num-  in 1998 compared to an ir

ber of international visitors will be 230000, | in 1997, This is due to uns

Domestic tourism, which comprises people | ance in the air transport and I
cartying out official duties, also accounts for a | port sub-sectors. However, the r ]

significant part in tourism sector in Malawi, registered improvements wpeclnuv

Among other things, the areas of interest are |

Energy ' Employment and Labour Ky 3

power, petroleum and wood fuel sub-sectors.  trend is not clear at the moment due 10 k
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TOTAL EXTERNAL DEBT AS % OF GDP

follow-ups of the issues in the Labour Force Study |

conducted in 1983, However, efforts to conduct a
sample survey on employment/ unemployment
are being consolidated with a view to determine
the levels of employment and unemployment.
However, in the civil service sector there were
119,765 civil servants in 1998 compared with
129,168 civil servants recorded in 1997. The
chclmewasmnitdy due to the retrenchment and
sersonnel audit as well as retirements, deaths and
! ofmeavi! servants.

== 3

m ovemlﬁl)? is expected to improve during
‘NMQ@OO Asa msu]t of better performance by
or agricul 'u: sub-sector, the expec-

b? 11.4 per cent,
i gmng up 124 per

ma/awi

The manufacturing sector will also show
some improvement and it will grow by 1.2 per
cent. This growth will come from the agricul-
tural processing activities of tea and sugar, and
from the clothing and non-metallic mineral
products. Similarly, there will be a marked
improvement in the transport and communica-
tion sector, which is expected to grow by 2.7
per cent. The value added will continue 10 grow
and it is expected to register a 3.4 per cent
increase. Financial and professional services
will this ume show a positive growth of
1 per cent. However, utilities will decline by
0.5 per cent.

Exports will grow by 38 per cent from
MK14.2 billion © MK19.6 hillion, while the

imponts will have a growth rate of 31 per cent

| from MK 12.0 billion to NK15.0 billion. This is

because of the continuing strength of the US
dollar and currencies of our major trading part-

ners against the Kwacha.
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HEAD oF STate
President Cassam Uteem

HEeAD oF Govt
Prime Minister Dr Navinchandra
Ramgoolam

CapitaL City
Port Lours

NarionaL Day
12 March (1968)

LANGUAGES
English and French

CURRENCY
Mauntian Rupee (Rs) =

ARea
| 968 km'

100 cents

PoPuLATION
I.15 million

LITERACY

81%
URBANISATION
3%

Lire ExPECTANCY
19 years

NaturaL Resources
Sugar cane, beaches, sea, flora, fauna,
fish and other manne resources
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rate of 5.2%. The inflation rate was contained to

a single-digit figure of 6.8%. The consumption |

to GDP ratio stabilised around 75% resulting in
a savings rate of 25.1% while the investment
rate stood at 23.2%. On the international side,
the Balance of Payment deficit was around Rs
1474 million, equivalent to some 1.5 % of GDP.
The stock of foreign reserves was sufficient 1o
cover around twenty-two weeks of imports.
External debt stocks were relatively

around 30% of GDP in June 1998

POLICY ENVIRONMENT

Monetary Policy

Period: 1998-99

Monetary measures have been essentially |

steered towards containing the nflationary
pressures in the economy. Borrowing from
institutions and the public through the sales of
treasury bills have replaced borrowings from
the central bank. These policies have enabled
Government 1o effect net repayments to the
banking system, for the first time “in the 1990's,
to achieve the required monetary restraint. The
interest rate on long term financial instruments
excessive

was raised thus dampening the

liquidity in the market

Fiscal policy

The stance is to implement a macroeconomic

In 1998, the economy recorded a stable growth |

low at |
| (i) the Introduction of VAT
(iii)

tecmmotmepumhmgpmof Ty
has to be secured,

Steps were taken to re-establish fiscal M
pline and financial health which were A(‘M-,a 54
through; 0o i
(1) a sales tax of 10% to restore tax buo

a reorganisation of tax administration 4 J
revenue institutions. - i
a zero-budgeting of :.xpendntnu:s dﬁ? ’
include a review/targeting of &wsmght
transfer payments — pensions, mb&idies
grants ki

% G

(v) Legislation on fiscal responsibility to wq; 4

(iv)

down the strict principles of ﬁﬁéﬂl
management to ensure responsible and

judicious use of public finances.

. ; " :
BALANCE OF PAYMENTS AND EXCHANGE 1
RATE POLICY -

The real effective exchange rate stayed at levels,

which are conducive to export competitiveness.

Privatisation

Proceeds of sales of shares are utilised to

finance a number of capital projects.

31
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Macroeconomic performance
GDP growth rate

1996 1997 1998 1999
GDP at Factor
Cost 6.2 53 52 less
than 3%
Overall growth
excluding sugar 59 53 5.5 5.6
Sector
Source: Central Statistical Office

The economy has been growing steadily at a
reasonable speed of 5.6% for the past three
years: before the severe 1999 drought. The
economy is projected to grow at less than 3%
in 1999 due to the severe impact of the drought

on the economy, increasing.

Budget deficit/surplus
The budget deficit has been estimated at 3.9%
of GDP for 1998/99 and is expected to decline

to 3.2% in 1999/2000 as a result of higher tax

Inflation

After an increase of about 2.1 percentage points
to reach 7.9% in FY 1996/9, the inflation rate
was successfully brought down to 5.4% in FY
1997/98, the lowest rate registered during the

- Price Index (CPD) stood at
giving an inflation rate of 6.8%.

%//aurifiuJ

Current Account As a%

Rs m of GDP

Total Excluding Excluding

aircraft aircraft

and vessel and vessel

1994 -4168 -2168 -3.4

1995 380 -380 -0.6

1996 575 575 0.7

1997 -2359 1303 1.5

1998 1987 1987 20

1999* 750 3550 34

Source: Central Statistical Office

Sectoral Performance

The Balance of Payments is expected to record
a surplus of Rs 446 million for financial year
1998/99 as against a deficit of Rs 2,293 million
for the period 1997/98. This surplus is largely
explained by the substantial amount of net
transfer from the rest of the world recorded. As
at June 1999, the international reserves stood at
a comfortable level of Rs 22,575 million, repre-

senting 23.6 weeks of import coverage.

Employment trends

New job creations have checked the rise in the
number of unemployed. The unemployment
rate has been declining steadily. The rate came

down from 5.9% to 5.8% in 1998,

Unemployment Rate (%)

1992 1993 1994 1995 1996 1997 1998
33% 389 45 51 55 50 638
Source: Central Statistical Office

SECTORAL PERFORMANCE

Agriculture

I he agriculntx"e sector declined by 1.4% in 1998
| rompared to an increase of 3.6% in the previous
. year. This decline was mainly a result of the

prolonged drought. Sugarcane output grew by a
lower rate of 1% compared to 5.5% in 1997. On
the other hand, foodcrops production contract-
‘ed by 5%, the highest decline rate since 1980,
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The Transport, Storage and
sector remained buoyant and achieved a 7. ‘5%

growth. Air transport and telecommunication |

services were the main contributors.

Employment and Labour

Total employment in 1998 is estimated at
487,600, compared to 475,500 in the previous
year, of which large establishments, employing
10 or more workers, amounted to 294,200. The
number of foreign workers went up to 10,000,
with female workers accounting for around
63%, Total employment grew at the highest rate
of 2.5% for the past eight years, mainly, as a
result of the resurgence of employment cre-
ation in large establishments. Employment in
large establishments increased by 2.2% com-
pared to less than one percent and even

declines in the past few years. Employment
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HEeAD oF STATE

e n f r i

Prevident Joaquim Chissano

CapitaL City

Maputo

NationaL Day
25 June (1975)

LANGUAGES

Portuguese and various local
languages

CURRENCY

Hetical (HT)

ARea

199 380 ko
PopuLaTiON
16,5 million

LiTeracy

8%

B%

Lire EXPECTANCY
 d6yun

— ‘V INFLATION & GROWTH RATES

 Prawn, fish, sea and marine
- resources, coconut, coal, gems, wildife

Mozambique is one of the world's poorest

countries. Health care is minimal and illiteracy
is ubiquitous; yet, even so, there are huge
discrepancies belween urban and rural areas.
In spite of this, there is currently considerable
optimism about Mozambique's economic
prospects. Since the end of the civil war in the
carly 1990s, and with the adoption of a rolling
structural adjustment programme from 1987,
the country has grown each year by an average
rate of nearly 5 percent (albeit with significant
variation in growth rates, vear-on-year). The
growth in manufacturing value added has been
most significant in cement and beverages.
Export growth is small (in cotton, cashew nuts,
sugar, timber and citrus), but growing,

In 1994 a programine to privatise 700 state
companies was launched. Improvement in trans-
port links with South Africa and Zimbabwe and
harbour upgracing are also priorities. Transpon
is likely 1o become a large foreign-exchange
earner, as Mozambique is the shortest route to
the sea for many of the landlocked countries in
Southern Africa. Foreign capital is contributing
to these projects, and, in the form of joint ven-
tures, to'the development of the huge potential
in f:;rming and tourism. This includes the clear-
ing of landmines which still litter the country.

In spite of considerable improvements. the
macroeconomic package remains unsustainable

without huge injections of foreign aid. About

60 percent of the budget shortfall, which aver-
ages one quarter of GDP, is financed by foreign
aid; as a percentage of total impons, foreign aid

has, on average, exceeded 140 percent

(although this ratio fell sharply in 1996)

Consequently, the external debi-to-GDP ratio is
rising very rapidly. There is some monetisation
of the deficit; monetary policy is described as

‘lax’; the official exchange rate has been

depreciating at a rate in excess of 30 percent
per annum (but appears to have stabilised in
1997)

Ihe cumulative rate of inflation up to

end of December 1997 declined sharply to

5.8 percent from a level of 16.6 percent in 1996.

The trade regime is being liberalised

Participation in a SADC free trade arca will
reinforce this process, but continuing injections
of foreign aid and foreign direct investment
(especially from South Africa) will be needed to
support the balance of payments. Slippages in
meeting macroeconomic  policy targets  will
jeopardise both of these sources of foreign cap
ital, and undermine the entire structural adjust-

ment process, including trade liberalisation

THE REGULATORY FRAMEWORK

FOR INVESTMENT

1. There is vast potential for investment in
the development and rehabilitation of infra-
structure in  Mozambique. Opportunities

have been identitied in agriculture, forestry,

fishing, tourism, mining and manufacturing,
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GROSS DOMESTIC PRODUCT (18501

CONSUMPTION as % of GOP

future mpatmtmn of rxmcgimzd w |
ment is not guaranteed. DA
4. Firms face differential tax rates, de ¢ ding |

upon the sector in which they are lmarwn

GROSS INVESTMENT AS % OF GDP Industrial enterprises are taxed at 40 per- :
cent, agricultural companies are taxed at 35
percent, and commerce and service enter-

prises face a 45 percent tax rate. There is
an additional 10 percent circulation ax on
all invoices.

5. Most imports and all exports need 1o be
registered with the Ministry of Commerce.
Foreign currency must be secured through

L | negotiation with the commercial banks.

6. Tax incentives are offered for new or paral-

ysed undenakings. During the period of

OVERALL BALANCE recovery of investment (up to 10 years) cor-

ON BALANCE OF PAYMENTS (i |
porate and supplementary tax rates are

reduced by 65 to 80 percent. Additional

1500

incentives are available for investments in
the less developed provinces, through the

-]
“m! reduction of the Industrial Contribution (cor-

porate) tax. Operating ventures are allowed

1500

100 percent deductions for up to 5 years

rzuusnw

92 93 9 9 9% 9
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HEAD oF STaTE
President Sam Nujoma
Capirae Crry
Windhoek

NationaL Day
21 March (1990)

LANGUAGES
English and various local languages

CURRENCY
Namibia Dollar (N§) = 100 cents

AREA
824 268 km'

Pm_-umou
1,62 million (1996 estimate)

LiTERACY
6%
URBANISATION
Mm%
LiFe EXPECTANCY
61 years
 Diamonds, uranium, catdle, fish, wildiife,

=

GEOGRAPHIC

LOCATION

Namibia is located in south-western Africa, bor-
dered by the Atlantic Ocean in the west,
Botswana and Zimbabwe in the east, South
Africa in the south and Angola and Zambia in
the north. The country's surkice area is 826,000

square kilometres,

CLIMATE

The climate is arid, semi-arid and subtropical
The houest months are between January and
February with average temperatures ranging
from 20 to 29 degrees Celsius, Average winter
temperatures in May to July fall to about six

degrees Celsius,

POPULATION

Namibia is one of Africa’s three most sparsely
populated countries. Dubbed the lind of wide-
open spaces. Namibia has an average populi-
tion density of only 1.7 people per sq.km. The
total population is 1.8 million, About 33 percent
of the population live in urban areas, English
is the official language. Oshiwambo, Herero,
Nama/Damara, Lozi, Kwangali, Tswana, Alri-

kaans and German are also spoken.

Hr

Namibia was under German ruleé from 1884

until 1915 when South African expeditionary

Judiciary

forces defeated the German forces. In 1920,
South Africa was granted a C-class mandate by
the League of Natons 1o administer Namibia.
Obligations 10 promote the welfare of the
indigenous people were generally ignored and
a legislative assembly for whites was estab
lished in 1925, In 1945, the newly formed
United Nations (UN) declared South West
Africa, as the territory was then called, a wust
territory with the right to self-determination
South Africa’s refusal to negotiate a trusteeship
with the UN resulted in a progressively intensi-
fied Namibian and international campaign to
secure the country's independence in line with
the 1N resolutions. Eventually, Namibia became

independent on 21 March 1990

GOVERNMENT

The Namibian Constitution, the supreme law of
the land, entrenches multiparty democracy as
well as fundamental rights and freedoms, The
Constitution lays down the division of powers
between the Executive, the Legislature and the
The Executive is headed by the
President, who is elected by direct popular vote
for a term of five years and can be re-elected
for a second term of office.

Since independence, Namibia has built a
strong democratic foundation. All institutions
necessary to ensure democratic governance
have been established. Presidential and local

authority elections have been held regularly
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and conducted freely and fairly. The Judiciary
operates with total independence while the
Auditor-General's office has gained in stature as
watchdog over the conduct of governance. Also
operational is the office of the Ombudsman.
Over the last nine years, Namibia has main-
tained an environment conducive 1o the existence
of a vibrant and free press. The Government
has also remained steadfast in its commitment
to the free market economic system which
acknowledges the centrality of the private sector

in the development process.

CURRENCY

In September 1993 Namibia introduced its own
currency, the Namibia Dollar (N$), divided into
100 cents. The Namibia Dollar is linked to and
on par with the South African Rand (R), which

is also legal tender in Namibia.

CAPITAL

The capital city of Namibia, Windhoek, has a
population of about 226,000 (1998 estimzte).
It is situated in Namibia's central highlands, at
1650m above sea level. Windhoek gained
municipal status in 1909 and was proclaimed a
city in 1965. The climate is typical of a semii-
desert country, with hot days and cool nights
Windhoek serves as the administrative, leg-
islative and judicial seat of government as well
as the country's economic and commercial

nerve centre. The city offers every modern

amenity, including internationally rated hotels,

restaurants, conference [lacilities, specialised
shops, beer gardens and street cafes. Its infra-
structure compares with the best in the world:
well-maintained roads, world class medical ser-
vices, educational institutions and reliable
municipal services. To top it all, it is a very clean

metropolis and one in which everything works.

JONOMIC OVERVIEW

Namibia is blessed with rich natural resources.

well \lt‘\vlu]wd |)|1\"~1\'.‘|.| infrastructure and

Wﬂ, m iéia

high GDP per capita of N§9,615 ﬁm‘mﬁsm "
high as the average [or qub«Saharap Aﬁ'lca -
which classifies Namibia as a mlddleincmw

country.

The Namibian economy relies heavily on
the primary and the tertiary sectors. Agriculture,

especially large-scale commercial livestock

farming, fishing and mining are the backbones

of the economy, while services account fora

major share of GDP, The manufacturing base ¢

remains small and meat and fish processing

companies form the largest sub-sectors,

Economic performance in Namibia is dictated

largely by external factors, like the weather,
oceanic conditions and international commadity

prices, In particular, world market prices for

diamonds and uranium, of which Namibia is

the fifth and sixth largest global producer by

value, respectively, have a determining impact

on the whole economy. !
During the first half of this decade, exclud-

ing 1993. the average GDP growth rate stood at

5.8%. Including 1993, the economy grew on

average by 4.20, still yielding a respectable
average growth in per capita GDP of more than
one percent. In 1994 and 1995, GDP expanded

strongly by 6.6% and 3
on account of a recovery in international mar-

kets which boosted mining output, particularly

of diamonds and uranium. The agricultural

sector also performed remarkably well in 1994,

3.3%, respectively, largely

r
4
i

though its output declined significantly in the | =

following year. Fish output also recorded posi-
tive growth rates in the two years after the first
signs of recovery of biomass emerged.

In 1997, real output benefited from strong
external demand for mining and manufacturing
exports such as beverages, processed meat and
fish, as well as from the depreciation of the
Namibia dollar. Current evidence points at
prospects for strong and positive economic per-
formance. In particular, growth is expected in
fishing and mining output, tourism and manu-
facturing. The attractive EPZ zero-lax regime
has already attracted significant investments in

manufacturing and re-export operations.

%k



BUSINESS AND INVESTMENT ENVIRONMENT
The Namibian Government is keenly aware of
the fact that foreign investment into the economy
is needed to increase the level of gross fixed

_investment and capital formation without
‘which growth in the country’s manufacturing
it _ and export sectors can not be realised. As such,

~ govemnment’s high priority activities. Several
_~_J ' ‘r steps have been taken in this regard, including
ﬁie establishment of the Namibia Investment
e Cenite in terms of the Foreign Investment Act
- Eaf memm Offshore Development Company

1 was set up in accordance with

Jhemm in 1996. The ODC was established
o o pmpcl ‘the development of Namibia's off-
ahmpw industry, entailing not only Export

Processing mea; but also offshore corporate
ﬁiqugaud eth& ﬁmmixl services.

‘estment lu Nnmibla by
active targctcﬂ promotion.

m&:&,aam&.m}op&anexml-

"l

~ investment promotion has become one of the |

— Wamiéia

Equal treatment of foreign and local

invesiors

— Openness of all sectors of the economy to
foreign investment

~ No local participation requirement

— Full protection of investments

INVESTMENT INCENTIVES AND GUARANTEES

Manufacturing Incentives

These incentives are applicable to existing and

new manufacturers.

~ 50% tax abatement for five years — phased
out over 10 years

— new investment/relocation package ~ further
negotiated tax rates

— accelerated depreciation on buildings — 10

years

| — tax incentives for export promotion activities

— concessional loans for industrial studies —

50% of real cost

| — exporters’ grants/loans — 50% for approved

|

promotional expenses

Exporter’s Incentives

Exporters’ incentives were introduced in

1994/95. They provide for an exemption of 80%

on profits accruing to exports of manufactured

goods (except fish and meat products),
whether produced in Namibia or not (i.e. effec-

tively an 8% tax rate).

Export Processing Zones

| Act 9 of 1995 provides for EPZ Zones “single
| enterprises EPZs” appointed by the Minister

ywhere in the country. Eligible activities
hdmk manufacturing or any other exporl ori-
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Non-resident slmehd&;; ttx;m
Investment Guarantees

Namibia is a signatory to the Wodd
Multilateral Investment leramcc Agency
(MIGA), It signed a bilateral investment t
in 1990 with the Overseas Private Investment
Gorporation (OPIC) of the United States @ﬁ "
America, which provides guarantees for 1S pﬂ—- N

vate investors and similar accords were signed
with Germany and Switzerland in 1993 and
1994 respectively.

INSTITUTIONS FOR INVESTMENT, INDUSTRY
AND TRADE SUPPORT

Namibia Investment Centre

The Namibia Investment Centre (NIC), created
under the Foreign Investment Act of 1990, is s
Namibia's official investment promotion agen-
cy. It directs and co-ordinates the work of trade
and investment promotion counsellors who are
strategically based at the Namibian embassies
and high commissions in Bonn, Kuala Lumpur,
London, Pretoria and Washington. Its task is to
promote both foreign and domestic investment
as well as o offer a variety of services to the
investor community, This includes provision of
information on incentives, investment opportu-
nities and the operations of the country’s regu-
latory regime. It also assists investors in min-

imising  bureaucratic obstacles. In  this

connection, the NIC has a permanent seat on




Heap oF STate
President France Albert Réné

Capima City
Victoria
NarionaL Day
18 June (1976)

LANGUAGES
Creole; English and French

Currency
Seychelles Rupee (SR) = 100 cents

ARea
455 3km'

PoPuLaTiON

79 000 (1998)
LiTERACY

9 {1994
Egm not available
Life EXPECTANCY
10 years

~ NaturaL RESOURCES

sea and marine resources, fauna, flora

The granting of a second national telecommu-

nication operator’s licence in October 1997 and
the convergence of the broadeasting and
felecommunication sector towards a  single
multi-media market has brought a new dimen-
sion to these two lields of communications
Considering the present legislation dated back
1o 1988 and the rapid development that has
taken place in broadcasting and telecommuni
cation sectors in the last decade, it was imper-
ative to revise the legislation

The new legislation being proposed will
establish a regulatory framework 1o manage
national scarce resources more economically
and efficiently, while ensuring ¢ffective devel-
opment of competition in these two sectors.

The major issues 1o be addressed are:

i) Universal Service Obligation/Fund
ii)  Numbering Plan

i) Spectrum Management

i) Regulatory Authority

v) Interconnection

vi) Co-ocation/Sharing of Natural Resources

i) Universal Service Obligation/Fund

An obligation has been imposed on all telecom-
munication providers so d4s 1o ensure that a
minimum set of telecommunication services of
specified quality, s made available to all busi-

ness and residential customers in uneconomical

residential areas, independent of their geo

graphical location and at an affordable price. A

universal service ol ligation fund would be
established and the telecommunication
providers would be the contributors

ii) Numbering Plan and Spectrum
Management

lelephone numbering arrangements and man

agement of the national frequency spectrum
would be the responsibility of the Ministry of
Information Technology and Communications

(MITC). The responsibility would be discharged
in such a4 manner so as to promote efficient
utilisation of numbering space and frequency
spectrum. And in the process, facilitate new
market and stimulate technological develop

ments.

iii) Regulatory Authority

The Minister shall be responsible for the gen

\11]1(’['“1!{'“{{(‘1]lL' and supervision of all matters
relating to broadecasting and telecommunica
tions and shall carry the provision of the legis

lation.

iv) Interconnection

The development of competing networks is of
strategic importance to the development of
competition in the telecommunications sector
in Seychelles. In  particular,  interconnection
agreements and rates are critical 1o the success

of a liberalised market. This will be achieved by
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dependent on the tourism mm ;

ducts and conduits as far as pmctlca o8

where it is economical.

MANUFACTURING

As a nation with an international reputation for
its environment, emphasis on the manufactur-
ing sector is placed on light and non-polluting
industries producing high value and high quality
goods and services. The manufacturing sector
accounts for about 13% of the GDP. Production
of canned tuna, fibreglass boats and fibreglass
products, plastics, soap, electronic goods,
cigarettes, jewellery, clothing, craft items,
paints, dentures and related products, fruits
juices, household detergents and production of
beer and beverages are some of the manufac-
turing enterprises.

A considerable number of businesses are
engaged in the provision of services. These
include personal services, accounting services,
repairs and maintenance (including ship repairs)
and so on.

Most industries in Seychelles are engaged in
import substitution activities. These industries
play a major pan in serving the needs of the
population and simultaneously save foreign
exchange. However, presently, their main con-
straint is supply of imported raw materials
owing to a temporary shortage in foreign cur-

rency in the country.

The Pabshe Ui O
responsible for the generation and di
of electricity in Seychelles. There are b
3 Power Stations with a total mw y

around 7 p.m. in the evening, and mqwes
an average growth rate of 0.8MW parma

capacity of 5S0MW, is expected to be it; oﬁﬂm—

tion early in 2001, Construction worit.s'ﬁf;ﬂ{ﬂ-';
<

ﬂ;’ﬁ
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new power station are presently being carried
out. In 1998, the per capita electricity con-
sumption was 1969kWh and the number of
consumers was 21,110. The households having

. access to electricity have increased from 43% in

L 1977 to 89% in 1994. This corresponds to an

4 ~ average of 550 1o 600 household connected to
the grid every year.

ToOURISM
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"'5_,'-' Seyd\e}les classified as a Small Island

e Devel@m State (SIDS), is a micro, multi-

- i M developmg «country, which combines

- carcity and a small population with great
1 -‘-__. s '~distame from markets. Our limited export and
. impor volume leads to high freight cost, limited
{ l,f' SR p@k ‘economies and competitiveness. For
g L ‘Seychelles, like most Small Island develop-
SR mg"mnhe narrow resource base and

fimiﬁed qp&m preeent special  planning
I ting sustainable devel-
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Tourism

Tourism is the mainstay of Seychelles
economy and it is likely to remain so in the
foreseeable future. The sector accounts for
approximately 20 percent of GDP, employs one
fifth of the labour force, generates the major
part (75 percent) of foreign exchange and
contributes a significant portion to government
revenue. The main tourist attraction of the
Seychelles is its natural beauty and unspoiled
environment. Tourist arrival has increased from
15,197 in 1972 to over 130,000 in 1996,

As an industry, tourism is both resource
intensive Chigh consumption of water, land and
capital) and waste intensive, affecting coastal
€cosystems,

The fact that Seychelles is a set of unigue
and environmentally vulnerable group of
islands, eco-tourism is considered as the long-
term policy choice of the country. Tt is the most
sustainable strategy for the industry, where the
environment is always taken into consideration.

One of the major problems faced by the
tourism industry is the lack of adequate man-
power 1o meel the demand of the industry.

Seychelles is in the process of preparing a
new Environment Management Plan (EMPS) -
2000 — 2001). The Environment Management
Plan of Seychelles provides, among other
things, critical investments in water. solid waste
management, and sewerage system, designed
to protect the environment and tourism at the
‘same time. As a means Lo protect the environ-
‘ment, it is required that an Environment Impact

| Assessment (EIA) is undertaken for all projects,

The government will continue to formulate
policy and enact legislation and regulations
‘pertaining to tourism, thereby ensuring proper

~ Seychelles will retain its membership in

: fm#w.hnemat_ional organisations such as
" Lﬁe%ﬂd‘rwﬁsm Organisation (WTO), Indian

@e;an Commission, 10TO, WTTC, SADC, and

'I‘l;\'{ government will continue to create the

:;gnah]ﬁ:g mvﬁmnment for the optimum devel-

G tputin






=2

HEAD OF STATE
President Nelson Mandela

CapimaL City
Cape Town (legislative) and Pretoria
(executive)

NaTIONAL Day
27 April (1994)

- LANGUAGES

Alrikaans, English, Ndebele, Sotho
(South), Pedi (North Sotho), Swati,
Tsonga, Tswana, Yenda, Xhosa and Zulu

CuRRENCY
Rand (R) = 100 cents
AREA
I 221 000 km'
PopuLATiON
43 million (1997 estimate)
LiTERACY
82.20%

 UReANISATION

- 30%

~ Gold, coal, platinum, iron ore, copper,

 timber, sugar, fish, sea and marine

~ INJuNe 1999, PResiDENT THABO
- MBEK) BECAME THE NEW HEAD OF

MONETARY P(

Monetary conditions are expected 1o ease in
1999, following a year of severe pressure on
monetary policy. A new approach to liquidity
management was introduced by the Reserve
Bank in March 1998. With the replacement of a
fixed bank rate of accommodation of commer-
cial banks™ liquidity needs by a repurchase
(“*repo”) rate, greater flexibility in the operation
of monetary policy and transparency in the set
ting of interest rates have been achieved

Monetary Policy has largely been dictated
by the need to restore stability to the value of
the Rand and attract sufficient inflows of foreign
investment to finance the current account of the
balance of payments. The restrictive monetary
stance has also contributed to dampening the
impact of the depreciation of the Rand and in
1998 on domestic inflation. Consumer price
inflation averaged 6.9 per cent in 1998 while
production prices increased by just 3.5 per cent
over their average 1997 level.

The prices of consumer goods and services
are expected to increase by an average of 6.0
per cent in 1999, falling to 4.3 percent in 2001.
For the 1999/2000 fiscal year, the consumer

price index is expected to rise by 5.5 percent.

FISCAL POLICY
Fiscal policy is the central element in

Governuent's integrated approach 10 econom-

ic development.

Government's fiscal policy needs to
Ensure a sound and sustainable balance
between Government's spending, tax and
borrowing requirements
Improve domestic savings;
Allocate |\l|1lila -FJ=‘11-“15}: effectively and efh
ciently 1o meet Government's growth, redis
tribution and social development goals
— Encourage and improved trade performance
and a healthy flow of capital on the balance
of payments; and
Manage government employment, pay and
procurement to ensure efficient delivery ol
services within an affordable expenditure
plan
Government's commitment to a disciplined
fiscal programme has enhanced South Africa’s
c¢redibility in the international financial arena
and contributed to continued investment despite
the unstable global environment. Prudent fiscal
policies and ongoing reform have enabled the
Government o stabilise its indebtedness and
reduce dissaving, while improving the standard
of living of South Africans, Over the medium
term Government seeks to lower the overall tax
burden and improve domestic savings relative

(o national income.

EXCHANGE RATE

The global currency volatility experienced in
1997 continued into 1998, The nominal effec

tive exchange rate remained relatively stable for

the first months of 1998, but then fell by 15 per



the outright sale of Sun. &mehﬂam Wﬂ@j
paid in 2000 g

A 30 percent stake in Telkom was saH‘bma !
SBC/Telkom Malaysia consortium in 1997.

i

Government  received US§961 million, and | o

invested 1U$$700 million as the Government's

share of a US$1 billion recapitalisation of the

enterprise. The net proceeds of R1 165 million
were paid to the exchequer.

R510 million was received from the sale of
radio stations and paid into the exchequer. A 20
percent equity stake in the Airports Company
has been sold for R819 million to Aeroportie di
Roma. A 10 percent share has been reserved for
black economic empowerment, of which 4.2
percent has been taken up for R173 million. An
amount of R4.0 billion has been provided in the
Budget for the reduction of state debt from the
proceeds of the restructuring of state assets dur-
ing 1999/2000. A preferred bidder has been
selected for the sale of Aventura Leisure Resorts

for R23.0 million.

Government is awarding a management
contract for Alexcor’s diamond mining opera-
tions 1o a private sector firm for a period of two
years. The Eskom Amendment Act of 1998 vests
ownership of the equity in the state and
revokes Eskom’s exemption from the payment
of income and other taxes. Government will

corporatise South African Airways and intends

1998/99 s cur:emly projected | m be
higher than in 1997/98 and 1.3 percent
than the 1998 Budget estimate, due 1o
growth in personal income tax. The
budget deficit estimate for 1998/99 is
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outcome of R27.1 billion, or 4.5 percent of GDP
in 1997/98.

INFLATION
The rates of increase of both consumer prices
and the production price index increased mod-
erately after April 1998, but both price trends
responded only mildly to increases in import
Consumer price inflation averaged 6.9 per-
cent in 1998 while production prices increased
by just 3.5 percent over their average 1997
'Ihep!ices of consumer goods and services
are expected to increase by an average of 6.6

percent in 1999, falling to 4.3 percent in 2001. |
. EMPLOYMENT TRENDS

| Employment levels in the economy as a whole

For the 1999/2000 fiscal year, the consumer
ice | sxpected to rise by 5.5 percent.

ficant Success has been achieved in

ing the rate of increase in
kadex and the overall con-

sumwmemﬂcx.ﬁm 1991 w 1998, core |

-'WWWW inflation fell by
y 114 agﬂ ‘8.4 percent points, respectively.

'______wiceinﬂatmnfellﬁomBl percent
) "__:_amg@_mm 1998,

\S)oufjt _/J/rica

by 0.1 percent in the first three quarters of
1998, down significantly from 13.9 and 4.5 per-
cent real annual growth recorded in 1996 and
1997, respectively. This disappointing export
performance is mainly attributable to weaker
global demand and lower commodity prices. In
real terms, imports grew by 2.3 percent in the

first three quarters of 1998.

Balance of Payments outlook

The imbalance berween demand and supply
giving rise to the current account deficit is an
area of concern for Government. The current
deficit is expected to be about 1.0 percent of
GDP in 1999.

continued to weaken from 1997 through the
first three quarters of 1998. Some sectors, such
as financial services and the public sector have
managed to maintain or even increase employ-
ment since 1994. Mining remains one of the
largest sectors of considerable job losses, with
large decline in employment from 1997 o 1998,

Since 1994, manufacturing employment has
declined as a result of industrial restructuring as
well as weak global demand. The 1997 October
Household Survey (OHS) results reveal
improvements made by Stats SA in the collec-

tion and specification of informal sector data.

'OHS results for the informal and agricultural

sectors showed smaller declines than in the for-
mal sector. Employment in the informal sector

| was estimated at over 1.8 million for 1997,

In partnership with other stakeholders,
Goyernment has embarked on an agenda of

-action agreed at the 1998 Jobs Summit. Funds
: -We been set aside for poverty relief and

employment, the skills develop-
mg,mmgy has been adopted and industrial

| and development opportunities in various loca-
| tions and sectors are being pursued.

Wﬂ!hﬁmﬂh Africa has a central role to
| play in building a strong economy and in the



policies and institutions for s

Formal agriculture  provides mployﬁem
(including seasonal and contract employn

for about 1 million farm workers, In addition. i

the small holder sector provides full or pqu-

time employment for at least a Rurther 1 miﬂwii

households. Thus some 2 million households

derive some or all of their income from agri- |

culture. This represents about 10 million people
or about 25% of South Africa’s population.

South Africa is able to meet its ft)od con-
sumption requirements with domestic produc-
tion for most items in most years. Approx-
imately 60% of the Gross Agricultural Product is
traded, and South Africa is a net exporter of
agricultural commodities. In terms of export
earnings, agriculture contributes about R10 bil-
lion annually. The share of agricultural exports
in the country's total exports has increased
from about 8% or less in 1994 1o 10% by 1998,
The share of processed agricultural products
within the country's total agricultural exports
has also increased from 34 1o 50%.

Although sugar and maize have remained
the two most important export commodities in
the last five years, the fastest growing exports
are fruits (especially oranges and grapes) and
wines. Other important export commodities are
apples, ethyl alcohol and spirits, wool, raw
skins or sheep and preserved peaches. South

agricultural production. N L

L.

1997 and amnmed @ m gf_i“;,,s
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created directly by the Travel and Tourism
industry, and 516000 jobs can be created,
directly and indirectly, across the broader South

~ With regard 10 the implementation of Inter-
~ national Labour Standards (ILS) and compliance
a‘iﬂ'l reporting obligations the South African

has assented 1o the ratification of

ered fm’ formal mﬁﬁcation This will brmg

te; ?Wmm
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the metropolitan areas showing teledensity ties
that are comparable to the first world while for-
mer black homelands and residential areas are
severely under-serviced. The need to correct
this situation gave rise to the conditions laid out
in the Telkom Operations License including the
roll out of 2.8 million lines by the end of the
exclusivity period. Telkom's exclusivity period
ends in 2002/2003 and it will then be deter-
mined as to whether two new operators are
licensed or only one.

Presently there are two mobile cellular
licence holders in South Africa, Vodacom and
MTN. The South African
Communication estimated that revenue in the

Department  of

cellular industry amounted to R4 billion in
1998, A third mobile cellular licence will be
issued by the end of 1999. The decision 1o have
one new licence rather than two was based on
economic considerations,

South Africa Internet Service Providers
(ISP's) seem to prefer to enter the market
through a big brother rather than on their own.
There is a general caution in the preference for
the provision of capital for 1SP’s by the tadi-
tional IT companies rather than through pure
entry into the market that is preferred by
investors. There is a danger that Internet

growth may be stifled by IT companies partic-

‘ularly that size wise, South African ISP's do not

enjoy the American company’s critical mass.
South Africa’s first satellite, SUNSAT-1 was

il ‘designed and built almost exclusively by post-
.yaéuate students from the University of
~ Stellenbosch. SUNSAT-1 heralds South Africa’s

my into the space age and will take low cost
ion photographs of the environ-

M sectors of the country thus benefiting
‘aﬁnlounum tourism and forestry industries.

r .

The total freight ton-kilome-
d -b 102 800 million, with an aver-
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reglstered 6.6 milﬁm m in‘
on the 7 000km core national road
16.6 billion vehicle kilometres, or 4
of the estimated 160 million vehicle kilon
travelled per day in South Africa.
A total of 296 nﬁjmemncemd “onstructic
projects were started or continued during it
1998/99 financial year, including the WW
Development Corridor road and the Lubombo | -
Spatial Development Initiative that will link |
Maputoland in northern-castern Kwazulu-Natal
with Maputo. It is also anticipated that the pre-  could p
ferred bidder for the Platinum Toll-road project | Africa
which will eventually link Maputo with Walvis
Bay will be announced in the fourth quarter of
1999. Construction is scheduled to start in the
third quarter of 2000. .

Herbours

During 1998 the seven major pons of South
Africa had 14 500 port calls and handled a total
of 153047000 tons of cargo. This includes
23798542 of cargo landed and 126122273




HEAD oF STATE
King Mswati Il

Capimar City
Mbabane

NarionaL Day
6 September (1968)

LANGUAGES
English and SiSwad

CURRENCY

Lifangeni (E) = 100 cents
AREA

17 364 km'

PopPuLaTION
970 thousand

LiTERACY
9%

URBANISATION
LYo

Lire EXPECTANCY
56 years

- NATURAL RESOURCES
Sugar, food products, wood pulp,
wildfife

The performance of the Swaziland economy

which started slackening early in the 1990s
declined further in 1998 when a growth rate of
2.3 percent was recorded compared 1o 3.7 per-
cent the previous year. Viewed against an esti
mated population growth rate of 2.7 percent
per annum, this implies further worsening of
the standard of living of the average Swazi peo
ple during this period. Overall, the economy
was characterised by decreasing GDP growth
rates, stability in domestic prices, and a signifi-
cant improvement in its balance of payments
on the positive side of things. On the negative
side, there was a slowdown in private invest-
ment growth. The positive economic growth
during the review period can be ascribed 1o a
relatively strong recovery of the agricultural
sector coupled with moderate growth in manu-
facturing.

Growth in private investment, a basic ingre-
dient for economic growth, subsided signifi-
cantly during the last nine years despite an
impressive growth rate of over 34 percent in
private national savings during the same period.
The year under review, for instance, witnessed
a gignificantly lower growth rate in private
investment of 0.2 percent, much lower than
recorded in previous years, whilst private
national savings increased by 5.7 percent. The
lucklusire performance in some major sectors

of the economy coupled with high interest rates

led to a deceleration in the growth of credit 1o

the _!"rl\.l'lt' sector, hence undermir pri 1k
investment growth, This state of affairs poses a
challenge 10 the authorities not only to seek to
attract foreign direct investment but also to

exploit avenues lor converting these domestis

savings into real sector investment

lh'\-;'ﬂll' the decline in the external value
the domestic currency in excess ol 20 percent
the rate of inflation remained in single digits
throughour the review period, averaging 8.0
percent in | R0 /e Ll}|'];‘.l:l"\l (o alowof 7.2 per
cent of the previous year. The moderation in
Prices rise 1Is mainly attributable to reduced
import tariffs as well as higher domestic inter
esl rates and llll[‘.l[.l[l\'. ly |"‘-\ er moreases in

food inflation. Meanwhile, rising consumption
expenditure in some functions of the public
sector are held responsible for the hike in infla
tion during the period under review. Although
prices bave been on the decline since the
beginning of December 1998, this trend
threatened by indications of reversals in interest
rate reductions and higher than inflation wage
settlements in both the public and private sectors
Employment growth failed to live up to the
pace ol economic growth and growth in labour
force. However, the poor rate of growth in
u'mpln}nu'm over the past years 1s consistent
with lower growth in private sector investment
Other contributory Factors are changing tech
I'\nluglt_‘.‘- which lead to the submission of capi

tal for labour, the ever increasing need ftor
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domestic producers 1o contain costs in order o
remain regionally and internationally competi-
tive. In the absence of new investments, it is
desirable for the country to support and
improve the informal sector, the only means by
which the unemplovment growth rate could be

abarted.

BALANCE OF PAYMENTS

Swaziland's external sector account posted a
record high overall surplus of E279.2 million in
1998. The favourable balance of payments posi-
tion in 1998, is mainly, a result of an improve-
ment in the service balance, an increase in
interest earned by both the private and official
sectors, a rise in inflows of compensation of
employees and a net inflow in net current
transfers.

The current account posted a mild net out-
flow of E299 million in 1998, a much lower
outflow compared to E210.9 million seen in
1997. The trade account stood ar a deficit of
E822.8 million. Exports fo.b. increased by 9.8
percent to E4.378 million in 1998 whilst imports
increased by a lower 8.4 percent o E5200.7
million in net transfers in 1998, Further inflows
current account seen in labour

in the were

income, tourism receipts and interest earned.

The financial account excluding reserves
turned around to record a mild net outflow of
E30.5 million in 1998, Direct investment into
Swaziland stood at a net inflow of E249.2 mil-
lion, mainly comprising re-investiment of earn-
ings and mild inflows of equity capital.
Portfolio investment posted a mild outflow of
E16.3 million in 1998. Other investments posted
a wide outflow of E216.7 million in 1998, main-

ly due to an increase in banks' foreign assets

FISCAL SECTOR DEVELOPMENTS

Pressure on central government budget some-
how eased in 1998/99 with the final estimated
outturn of E19.4 million deficit from an earlier

projection of E192.2 million. The current

19992000 budget shows an appropriated

Swuzi/ancj

percent of total e:xpendim:e

Against this background, the most ur
challenge facing the country remains as m‘pme-
vious budgets that of broadening its mme
base and expenditure control. Previous htulgecs
have mentioned various options for revenue

generation including tax reform. What remains
is implementation once everything is in pla'ce.

On expenditure control, government has <
been vigilant in the recent years but recurrent ‘
expenditure, which is the main culprit, has

shown little signs of responding to the controls,
>
A budget management information system is

currently being put in place and it is hoped that =
once it is fully operational, the wend will nor-

mitlise.

MONETARY SECTOR DEVELOPMENT

Although the banking system remainﬁd-’!@ﬂld.-
the level of domestic surplus liquidity declined
substantially and was increasingly substitated.
by an increase in bank holdings with foreign <
banks, mainly in South Africa. In order o ’
reduce the tax effects of cash and liquidity
requirements on banks the reserve and liquidity
requirements were scaled down 10 4 percent

(from 6 percent) and 15 percent (from 17.5 per-
cent) respectively in early 1999 In 1996 the

local assets requirement of 95 percent was
abolished for the same purpose. The Bank
hopes that these policies will positively influ-

ence returns 1o depositors by allowing domes-

tic banks to invest their surplus cash in higher
interest earnings in the South African markets.
However, continued efforts are being made by

the Bank to activate the local money market

51
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and to build an arena for market determined
interest rates. This is largely by issuing its own
I 1~ bills and encouraging banks to engage in inter-

bank market activity.

PRICES

L Inflation as measured by changes in the annual

average consumer price index continued a
three-year rise, to record a year-on-year growth
rate of 8 percent in 1998 compared 10 7.2 per-
cent realised in the previous year. A major con-
tributor to the increase in the price level was a
surge in the price index for “education” which
grew from 7.0 percent in 1997 to 27.2
in 1998, Further pressure on the price of goods

percent
and services emanated from a rise of 0.2 per-
cent and 4.7 percent in the price indices for the
sub-groups “wansport and communications”
and ‘I‘he.alth care”, respectively. The rise in infla-
tion was not as strong as anticipated in the light
of depreciation of the external value of the
lilangeni against the world’s major trading cur-
rencies. Against the US dollar for example, it
lost 20.7 percent. A major factor keeping infla-
tion low was a reduction in import tariffs and
relatively low increases in food inflation.

It is reasonable to expect South Africa’s
inﬂat:unary pressures to filter through into local
price increases as Swaziland impons about
85 percent of its goods and services from South
“Africa. However, the impact of the imported
inflation is cushioned by the regulation of the
pdcesaf some items such as milk, bread, trans-
-peﬁplmdbqer Consequently, the rise or
: —:ﬁl in Swi;ﬂﬁid’s inflation is not of the same

mW' '.thatofbuuth Africa and usually

and we:glns of -the WO comuies

| (CMA)

- deterioration

.._S—)wuzi/ana/

While Swaziland's interest rates moved in the
same direction, the Bank held the view that the
margin of increase would be too strenuous for
an economy that was going through a recession
and deliberately curtailed the rate of increase
compared to South Africa. The interest rate dif-
ferential between the two countries at this time
rose to as high as 5 percentage points, com-
pared to the 2 percentage points maintained
previously. Such a differential was not sustain-
able as proven by historical data and research,

The easing of interest rates in South Africa
since October 1998 greatly benefited Swaziland
as the differential narrowed once again. Since
March 1998, Swaziland revised her interest rate
downwards following the same trend in South
Africa to try to maintain the minimum margin of
two percentage points between the two coun-
tries interest rates where Swazi rates have
always been kept lower to stimulate develop-

ment in Swaziland.

EXCHANGE RATE DEVELOPMENTS

As 4 matter of the Common Monetary Area

Agreement, Swaziland continued 1o
maintain the parity status between the lilangeni
and the South African rand. The substantial
depreciation of the rand in the middle of 1998
had the positive effects of boosting some of the
country’s exports. Fortunately increases in
prices due to imported inflaion as the rand
depreciated were negligible mainly due to
increased interest rates in the second half of
1998, It is worth mentioning that although

Swaziland continues to maintain the option o

wdelink from the rand, economic analysis have,

so far, revealed that the cost of delinking would

far outweigh any benefits of such a move.

Debt Stock

debt increased in the

Swazilund’s external
financial year 1998/99, reflecting the continued

of the local exchange rate

(lilangeni) against major currencies and the

increased pace of drawing down of existing

loans, mainly those associated with huge pro-
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credits from this group, cmﬂadrmd with a
new ones contracted recently. The rema
balance was owed 1o various multﬁateml hsﬁ-
tutions and donor governments:

)

Debt Service
Public debt service amounted to E120.7 million

in 1998/99 compared to E1015 million in | impact of

1997/98. The persistent strength of internation-
al currencies vis-a-vis the local currency con- |
tributed largely to the massive debr service,
whilst a couple of loans entered the repayment
phase, nudging up the debt service. Capital
repayments accounted for E76.77 million of the
total public debt service, whilst E41.5 million
was paid as interest charges; this compared to
E73.1 million and E30.8 million, respectively,
recorded the previous year. Commitment fees, |
paid on undisbursed but yet committed funds,
continued their decline, dipping to E2.45 mil-
lion from the E2.7 million recorded the previ-
Ols year.

Other Development Debt

Swaziland has this financial year, 1998/99, con-
tinued to maintain a low and manageable level
of long-term external debt. Whilst the historical

import tariffs as per the_m -
'~ also help cushion any increase that
| from the wage bill.
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Heap oF State
President Benjamin Mkapa
CapimaL Ciry

Dodoma (political) and Dar es Salaam
(administrative, commercial)

NaTionaL Day
9 December (1961)

LANGUAGES

KiSwahili, English and various local
languages

CURRENCY

Tanzanian Shilling (TIS) =
945 200 km'

32 millon

100 cents

OVERVIE

Tanzania introduced multi-party democracy in
1990, but the revival of the economy started in
1986, in favour of structural adjustment policies
and liberalisiation, including privatisation, the
liberalisation of domestic markets and public
sector reforms. Thesé reforms have shifted
resources away from the public sector towards
the private sector. The volume of trade in both
domestic and external sectors has increased
with more participation by private agents.
Shortages of most impors have been eliminat
ed; and exports have grown strongly; while tra-
ditional exports increased by 17 percent in
1996, non-trachitional exports increased by 13
percent).

Tanzania's economy still displays evidence
of macroeconomic imbalance, in spite of
improvements in the overall policy regime.
Budger deficits remain  high (and have
increased in recent years), as it still depends on
aid. The external debt ratio is growing; and. on
average, over two thirds of imports have been
financed by aid (although notably this rttio fell
to around 33 percent in 1996). Maney supply
growth has generally accelerated, and price
inflation has averaged 24 percent for almost
two decades: This rate reached 154 in 1997 as
the effects of raising real interest rates from
being highly negative to significantly positive
were fell. High inflation in the past has been
due to ‘monetisation of at least part of the

deficit. While both the deficit and interest rates
are high, signalling high views 1o private
investors but efforts are being worked out to

avoid effects to economic growth through 2

free trade area

THE REGULATORY FR:

1. Private investment is considered to be the

driving force of economic growth in

Tanzania. Priority areas for investment
have been identified as exploration of
petroleum and mining resources, agricul
ture and livestock development, constriic
tion, manufacturing, high technology busi

nesses, tourism and fransport

[o¥]

An Act establishing Tanzania Investment
Centre in 1997, outlines areas of national
priority for investment, and states invest-
ment incentives and exiensive guarantees
and private sector associations are given an
avenue to discuss with the government

about policy matters affecting the business

environment

L

The corporate tax rate is 30 percent, and
the maximum individual income 1ax mte is
35 percent. There is a withholding tax on
dividends and profit-sharing tax for non
residents of 10 percent. Value Added Tax is
20 percent

4. There are numerous tax incentive schemes,

from a full write-ofl’ for clearing and plant
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tion is limited 1o 2 maximum of 20

have been abolished. There is an EPZ in | 13.

Zones Act (1992). More EPZs are 1o be |
established in Tanzania. b
8. The Foreign Exchange Act (1992) eliminat-
ed foreign exchange controls, Investors are
permitted to retain 100 percent of their net

TSI EE RSN

TOTAL EXTERNAL DEBT AS % OF GOP BUDGET DEFICIT as % of GDP
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Heap oF STATE
President Fredenck ).T. Chiluba

Capimat Ciry
Lusaka

NarionaL Day
24 October (1964)

LANGUAGES
English and various local languages

CurreNCY

Tanibian Kwacha (1K) = 100 ngwee
AREA

752 612 km'

PopuLaTioN

10 million (1998 estimate)

LiTERACY
9%

URBANISATION
38%

LiFe EXPECTANCY

46 years

Copper, inc, cobalt, eleciriciy, lead,
 wildie, agricohtural producs

DEVELOPMENTS IN THE DOMESTIC EC

Review of Developments
MACROECONOMIC OVERVIEW

The Government's overall macroeconomic
objectives for 1998 were 1o achieve a real eco-
nomic growth mate of 4 percent and a further
reduction of inflation w 15 percent, The Goy
ernment also sought to increase official foreign
exchange reserves by US$40 million

The achievement of these objectives was
premised fundamentally on the completion of
the privatisation of the Zambia Consolidated
Copper Mines (ZCCM) and sufficient balance of

payments support. In addition, private capital

Aows, weather and prudential management of

the fiscal and monetary affairs were to play a
pivotal role i attaining the macroeconomic
objectives,

During the year under review, a number of
problems related to non-completion of the
privatisation of the mines, bad weather and the
continuation of the Asian recession, jeopardised
the achievement of the swted objectives.
Consequently, real economic growth in 1998
declined. The targets on other macroecononic
objectives of inflation and foreign exchange
reserves were missed, thereby contributing 1o

difficulties in the execution of the budget

PERFORMANCE OF THE ECONOMY IN 1998
There was a downswing in the performance of

the economy in 1998, Gross Domestic Product

in real terms declined by 2.0 percent. The

decline in economic activities was recorded

across most of the major sectors of the economy

and there was an upswing in inflation, closing

at 30.6 percent from the 186 percent level

attained at the end of the previous yeur. Interest

rates rose while the value of the Kwacha depre

ciated. In addition, the |1lls!_;1i.". ‘.'\::".'1ll'lll'l|
severe strains during the year. The resultant
effect of the decline in the econd Hmy and the
deteriorating financial conditions was a slump

in welfare as real GDP per capita, private con-

sumption and formal sector employment

declined in the order of 5,5.3 and 2.1 percent

The decline in economic performance was
caused by several problems which threatened
o reverse most positive developments achieved
prior to 1998. The biggest domestic problem
that emerged during the year was the fall
through of negotiations to privatise the major
remaining assets of the Zambia Consolidated
Limited (ZCCM). This was

Copper Mines

caused by disagreement by the parties over

commercial terms

The problems resulting from failure to com-
plete the privatisation of ZCCM were com-
pounded by the continuation of financial and
economic crisis in East Asia which adversely
affected the price of copper, Zambia's most
important export commaodity. Other factors that
contributed to the sluggish performance of the
economy were the unfavourable atmospheric

conditions induced by the El Nino weather




in overall output was attrib
formance in the primary
and mining, and in the conslﬁ !

Sectors.

which resulted in flooding and water logging.
This caused destruction to crops and generally
impaired agricultural activities. The Western and
Southern Provinces were characterised by dﬁ?

spells and poor rainfall distribution, making it

generally impossible for crop germination and
maturity. The other remaining areas of the Central
and Lusaka Provinces also experienced heavy
rains, which resulted in water logging and
destruction of crops. Overall, real output in the
sector was estimated to have fallen by 6.1 percent
in 1998, leading to an estimated cereal deficit of
643,000 tonnes of maize, rice and wheat.

In the mining sector, real value added
declined by 11 percent, from K284.4 billion
during the previous year to K253.2 billion in
1998. Its share in total GDP also declined by
close to 10 percent, from 11.8 percent in 1997
to 10.7 percent. The reduction in value added
in the sector was caused by the decrease in
copper production. Uncertainties surrounding
the delay in privatising ZCCM fully in 1998
combined with weak operational efficiency to
reduce overall copper production in the séctor
to below 300,000 tonnes in 1998, from a

tonnage of 322,114 in the previous year.

The decrease in metal prices on the inter- |

national market also contributed to the

reserve ratio was maintained at 8 perces
the

liquid assets ratio at 25
following a reduction from 30
| December 1997.

During the year under review, the b
authorities strove 1o consolidate the ga‘im ﬁ: 5



ing from the deregulation of the banking sys-
tem. In this regard, efforts were made 10
strengthen the banking system through the
enforcement of regulatory banking norms such
~as the classification of assets, recognition of
income and loan provisioning. The new nation-
-al payments system for cheque clearing, which
e was kltrodm:cd. on 1Ist November 1997, was
- allowed 10 work through during 1998. The sys-
' d the transfer of the clearing-house
bank to commercial banks, It
improving efficiency of banks.
on, greater thrust was paid (0
pruder and :ramparency in the

s and the appropriate
. In addition, all banks

i s_ta_ndwds were
under an approval for
they sought to regu-

Zaméia

market capitalisation declined and the LuSe
Index plunged to a low of 161 by the ¢lose of
the year from 211 at the beginning of 1998,
Poor performance of the capital market was

attributed mainly to lack of buoyancy in the
domestic economy caused by non-completion
of the privatisation of the mining industry and
instability in the foreign exchange market.

On a positive note, though, efforts were
made during the year to promote and strengthen
the development of the capital market. These
included the introduction, on the stock ex-
change, of Government bonds in March 1998
and the designing of a curriculum on capital
markets for secondary schools. The syllabus on
stock exchanges is expected to be implemented
during the 1999 school year. In addition, efforts
were made to strengthen the legislative frame-
work governing the rules and regulations of the
securities market, by among other things mak-
ing proposals to harmonise the Securities Act
with other complementary laws such as the
Companies Act and the Banking and Financial

Services Act.

PUBLIC FINANCE

Fiscal Policy

The objective of fiscal policy in 1998 was to
maintain the overall fiscal deficit below 3 per-
cent of Gross Domestic Product (GDP). This
entailed achieving surplus on the domestic
. budget amounting to almost 2 percent of GDP.
The domestic surplus was intended for retiring
ﬁm&sﬂcdeh with a view to freeing financial

| resources for private sector use both by reduc-
I \Sng Ef‘ﬂ‘: cost of eredit and by increasing credit

. In addition, the fiscal stance was

' Jw al safeguarding and maintaining vital

o in the social sectors.

Ekuflis the year, the budget was executed
‘ epndiuans Budgetary suppont from
short by 23 percent while the per-
e domestic revenue system was
r income position was further




ductive sectors Gf fhe
implemented a policy

The balance of quents
The balance of payments continued to be
precarious state in 1998. Exports and imports
declined. Consequently, the current m:m?
deficit widened further. Due to dwindling
financial and capital inflows, the ensuingma%s '
nal gap had to be financed largely by a signifi-
cant draw down of foreign exchange reserves.

The value of exports of goods and services |
in 1998 declined significantly by about 25 per- | U
cent. A combination of reduced metal eunpott
volume and prices of both copper and cobalt
caused the decline in exports. The volume of
copper and cobalt fell by roughly 10 and 14
percent to a tonnage of 270,000 and 4,000,
respectively. Combined with the drop in the
prices of these commodities on the internation-
al market, net earnings from copper and cobalt
decreased by more than 30 percent each, from
US$650 million and US$245 million in 1997 1o
an estimated US$430 million and US$157 mil-
lion in 1998, respectively. Furthermore, due to
depressed prices for commodities such as cot-
ton, tobacco, and sugar as well as problems |
of accessibility to some of the export markets,
the robust expansion in the exports of non-

traditional goods was slowed down in 1998.
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Above all, it is a major precondition for acces-
sion to the HIPC Debt Initiative.

PRIVATE SECTOR DEVELOPMENT

Sector Reform

Government's emphasis in 1998 was to maintain
the momentum of the privatisation programme,
_ - which stared in 1992. During the review year,
: ~ ten State Owned Enterprises (SOE's) were pri-
' vatised. These included Intercontinental Hotels
in Livﬁ:gs(one and Lusaka and ZCCM's
Chambishi Copper Mine, Chambishi Cobalt
- Plant and the Ndola precious metals plant. In
addtﬁon several other major companies were in
the negotiation stage including the Zambia

o

! Wmmmdlhe ten SOE’s in
lm.dmmtmlofsonsmmrmd
since the i ",anhepdvmmmpm_
mewwawdmemw
w@xﬂm%msm had been priva-

wﬂ‘uendnfw% 67 percent had been

Fm and rowwy industries. Limited Ndlola '

— Zam.éia

In terms of employment creation, the invest-
ment pledges recorded in 1998 were expected to
generate a total of 6.052 jobs when the invest-
ment commitments are implemented. Although
the pledged projects had a higher value of invest-
ment (L15§1,026 billion), the creation of new jobs
was lower than that in 1997, This was because
some of the major investments being underntaken
by some of the companies such as the Copper-
belt Energy Corporation, Hotel Intercontinental
Lusaka and Amanita Premium Oils Limited were
for rehabilitation. As a result, most companies
preserved jobs that were threatened due 1o lack

of capital injection.

Non-Traditional
Exports

The performance of NTEs in 1998 was
adversely affected by the low international prices
for most commodities on the international mar-
ket. This situation was mainly as a result of the
Asian economic crisis. The Asian economic crisis
caused the reduction in demand for commodities
leading to over supply on the world market.
Consequently, there was a fall in prices of most
commaodities including copper, semi-manufac-
tures, tobucco and cotton. To some extent, the
civil strife in the Great Lakes Region also affect-
ed the performance of NTE's.

As for export markets, South Africa, the
and

Democratic Republic of Congo, India

Germany continued to be the leading markets

J| for NTEs. The South African market was the
major one accounting for 18 percent of the total
ii NTEs while those to the Democratic Republic
| of Congo, Germany and India accounted for

128 and 7 percents respectively. Consequently,
N’I’E‘s increased b} only 4.4 percent in 1998
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pushed the economy into recession
Gross Domestic Product (GDP) de
2 percent in 1998, As conditions:
economy are expected not to worsen aﬂd\" ven

that domestic factors affecting the

actively addr&ssed, a turn- amund in ¢ 0
performance is expected in 1999, Some aﬂhe.

factors that are being addressed include privati-

sation, infrastructure development, investment

and export promotion. It is also expected that |
the weather factor will be favourable. Growth | the

in GDP is projected at 4 percent while the in-

flation rate is being targeted to be halved to 15

percent by end-year compared to 30.6 percent
at the end of 1998,
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HEAD oF STATE
President Robert Mugabe

CapimaL City
Harare

NarionaL Day

18 April (1980)

LANGUAGES

English, ChiShona, SiNdebele and
Kalanga

CURRENCY
Timbabwe Dollar (I5) = 100 cents

Aea
390 757 ko’

119 millon

PoLicy ENVIRONMENT

Monetary Policy
Monetary policy has remained tight on the
backdrop of high money supply growth, infla-
tion and balance of payments difficulties. In
response to these problems, the Reserve Bank
of Zimbabwe funther tightened monetary policy
by hiking the stutory reserve requirement
ratio for commercial and merchant banks from
25% to 30% with effect from July 22, 1999, Tt
also adjusted interest rates by maintaining the
bank rate a1 5 percentage points above the
effective Treasury bill rate and the repurchase
agreement rate (repo rate) al 3 percentage
points above the effective treasury bill rate.
There is little scope for relaxing the mone-
tary stance as long as inflation remains high.
This implies interest rates will remain high.
Inflation was 68.8% in August 1999 while most

interest rates are in the region of 55% to 65%,

Fiscal Policy

When the 1999 budget was presented in
October last year, the deficit trger was set at
6.0% of GDP.

Income tax thresholds were increased and
tax bands were widened in the 1999 budget. In
addition, the'development levy which was cal-
culated as 5% of pay as you earn (PAY.E) was
removed and sales 1ax was reduced from 17.5%
1o 15%,

The 1999 budget also introduced a number

of tax incentives designed to rejuvenate the

manufacturing sector whose contribution to

GDP has been falling over the past few years.

Privatisation
The privatisation of parastatals has been accel-
under the Zimbabwe

erated Programme for

Economic and Social Transformation (ZIM

PREST). To date, the Zimbabwe Government
has privatised several parastatals which include
— The Dairy Marketing Board,

The Cotton Marketing Board;

Commercial Bank of Zimbabwe; and
~ The Zimbabwe Reinsurance Company
Various other parastatals are earmarked for
privatisation between now and the year 2001
These will include Post and Telecommunication
(PTC), Air Zimbabwe Corporation, Cold Storage

Company, Zimbabwe Iron and Steel Company

(ZISCO) and the Rainbow Tourisim Group.

Macroeconomic performance
GDP GROWTH RATE

The Zimbabwean economy is forecast 1o grow

by 1.2% in 1999, compared to a growth rate ol

1.5% in 1998,

INFLATION
The average inflation for the first eight months

of 1999 was 55% compared to 27

% recorded
during the same period in 1998,
The major factors behind the high inflationary

trend are:
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BALANCE OF PAYMENTS )
Zimbabwe has been exj ',"j" |

difficulties were the low developm n

inflows, and low prices of gold azld N{hﬁ
which are the major foreign mmuc}' _
for the economy. In addition, the m@
nickel prices have been sluggish.

Imports, on the other hand, have m i
somewhat suppressed in 1999 due mainly to I.
the depreciated local currency and the tariff | |
increases effected during the last quarter of |
1998.

The current account deficit recorded in
1998 was US$359 million and is forecast to be
188276 million in 1999. The projected improve-
ment in the current account deficit is predicted
on decreased import demand mainly due to
weak macroeconomic performance and the

impact of import demand management mea-
sures which were put in place during the last
quarter of 1998, [

The capital account of the Balance of ‘
Payments recorded a small surplus of USS$134 ‘
million in 1998 due largely to the absence of |

outflows as private firms paid off their short- |

international financial support and the huge _ _ e p
beans fell by 4%, sunflower
cotton by 0.8%. '

— Increased livestock pmcluctlon
marked improvement in pastures;

term debt before maturity. The recent con- |
clusion of a Stand-By Arrangement with the
IMF which resulted in the disbursing of 11S§24 ‘
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Opening up of new livestock exports mar-

- Manufacturing
- The sector is expected 1o register a growth of
_;'min 1999. This growth will hinge on the fol-
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Finance and Insurance

The sector is forecast to grow by 3%, This is

predicated on the following:-

— strengthening of bank supervision through
the recently introduced new RBZ and
Banking Acts; and

— the positive impact of the demurtualisation
exercise by Old Mutual.

Transport and Communications

The sector is expected to grow by 2% as a
result of the strong upward trend in the cell
phone business and clearance of the backlog of
telephone applications at the PTC expands its
activities in this area. In addition, the recently
commission 350km Beitbridge-Bulawayo rail-
way is going to contribute positively to the

growth of the sector.

Ontlook for the Year 1999/ 2000

Economic performance during the year 2000

will depend on the following major factors:-

— rainfall pattern and the performance of the
agricultural sector during the 1999/2000
Season;

— outcome of the macroeconomic stabilisation
programme which is currently being imple-
‘mented.

-~ Impending conclusion of the SADC Trade

Protocol which will give the rules for trading

‘in the region; and

! negional and global economic performance.
; indications huwmcr, show that the

‘which is being implemented
nt. The major objectives of the
to restore confidence, bring
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HWembers of Parliament being briefed by SADC Det

and SAIN

ACHIEVEMENTS AND SEC

DEVELOPMENTS

SADC his made remarkable progress in spear-
heading the integration agenda since 1993
when the Treaty came imo force. However,
more could have been done, notwithstanding
the fact that it requires a lifetime process to ulli-
mately realise a fully integrated region, result-
ing from hard waork, careful planning and ifre-
versible  political  commitment by  all
participating countries.

A relatively homogeneous macro-policy
framework in the Region represents another
important  decisive factor in facilitating the
region’s integration. Almost all Member States
have embraced democracy as the best political
system of ensuring good governance. The nuin-
agement of Member States’ economies accord-
ing to market forces has been accepted as a
I'his has brought about an

general principle

important supportive global environment for

the imtegration process

Outside the formal structures of SADC, and
in keeping with the objective of ensuring that
the Community involves all stakeholders, some
progress has been made, For instance, a regional
NGO Council ol

body, the SAIX non-

Governmental (SADC-CNGO)

Lrganisdaltions

Lty Executive Secretary

head of Gender Unit, Dr Athalia Molokonime (second

Secretrial i October

:Z\ (/ /’) rogoramme 0 / _/4 cltion

with the main task of mobilising and hatrrmaisf-

ing NGO input to SADC efforts, hnsbeenggsﬁb
lished. The Southern African Regional Police

Chiefs Cooperation Organisation  (SARPCO)

wis established to promote cooperation in
combating ¢ross-horder crime and is fully
operational. There are also several regional
organisations of a similar namre incll.lidiﬂg

private sector organisations: such as. the

Association of SADC National Chambers of

Commerce and Industry (ASNCCI) and the
South African Enterprise Network (SAEN). The

SADC Parliamentary  Forum was also esta-

blished 1o ensure that the National Legislative

Assemblies aré kept abreast of the activities

being implemented in SADC.

The Energy Protocol entered into force on 17
April 1998 after attaining the required number
of ratifications. Central 1o this Protocol is the
need lor a coordinated approach o energy
strategy formulation and planning in the region,
with 2 view to promote the harmonious devel-
opment of national energy policies and matiérs
of common interest for the balanced and equi-
table development of energy resources
throughout the region. This Protocol, together
with the SADC Energy Cooperation Poliey and
strategy, and the Energy Sector Action Plan,
provide the policy framework for co-operation
in energy matters in the region. An Energy
Sector Activity Plan will be developed shortly 1o
translate the broad policy framework into ¢on-
crete, practical and implementable actions.

The need to supply cheap and reliable
energy, to meet the region's growing energy
demands, was the key factor that nudged
regional co-operation in the area of electric
power. The plan to set up the Southern African
Power Pool (SAPP) at regional level is dated
back to 1984 although it only began its opera-
tions in 1996. Building on the spirit of SADC,
Member States agreed to strengthen regional
and

co-operation in order to co-ordinate

co-operate in the planning and operations of

05
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clectric power systems, The idea behind this | in increasing intra and extrasregional tride. and
ANGO

was to rationalise the use of existing svstems, | atracting foreign investment. 7]

KZr1.000.000.00
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to optimise water resources utilisation, t© min-
imise investments as well as production and
operating costs, to minimise losses in generi-
tion and transmission svstems, thus improving
the reliability and safety of the respective
systems,

Benefits arising from the creation of SAPP
are already evident. Utilities in the region are
already co-operating in the joint planning of
projects and studies, including the joint sharing
of knowledge in areas such as technology and
statistics, There has been an acceleration in
inter-utility training of personnel in disciplines
such as management, finance, technology and
system operation. In addition, specialist exper-
tise is now being shared between signatories of
the SAPP.

Moreover, substantial resources are being
saved through the postponement or shelving of
investments that would have otherwise been
The interconnec-

made by individual utilities

non of electricity grids is a significant step
towards a unified regional market, allowing
producers to reap substantial benetits by draw-
ing on other Member Stite surpluses. At the

same time, low production costs will also
increase the competitiveness of regional pro-

ducers and can theretore play an important role

1990 SADC Day Commemaoraltive stamp issued

BOTSWANA |
P5.00

\ngola and Bolsweana

SAPP will benefit  consumers. diécu!'y
through lower prices for theit domestic elec-
tricity réquirements, and indirectly through
lower prices of regional products for which
electricity  represents an  input.  Thus;, SAPP
stands as a classical example of the benefits of
integration which Member States have success-

fully taken advantage of.

ENVIRONMENT AND LAND

MANAGEMENT

Environmental issues and concerns in the
SADC region cannot be delimited by political
borders. This is atested by, for example, the
problems of desertification, pollution, and
wildlife migration. Actions 1o address such
issues are most effective when carried out in a
co-ordinated manner by all affected countries.
Severdl sectors in SADC also have a mandate
for the conservation and management of
natural resources. Given SADCs development
goal, however, most, if not all of the remaining
sectors also have a stake in the environment, in
one way or another they affect the environs
ment, or are affected by environmental pro-
CESSCs Or actions.

It is against this background that the SADC
Environment and Land Management Sector
(SADC-ELMS) is promoting the adoption of an
integrated  cross-sectoral approach 1o environ-
ment and sustainable development, In this
regard, the Sector formulated in consultation
with Member States, other SADC Sectors and
stakeholders, a “SADC and

relevant Policy

Strategy  for Environment and Sustainable

Development”™. This document which was
approved by Council in August 1996, draws on
existing environment and natural resources poli-
cies and strategies in member States, and takes
cognisance of the experiences and mandates of
other sectors, The formulation of SADC-wide
environmental policy goals was guided by inter-
national Conventions such as Agenda 21, the
Desenification, the

Convention to Combat

67
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Biodiversity Convention as well the SADC
Treaty, in particular Article 5 (g) which calls for
the sustainable utilisation of natural resources
and efficient protection of the environment

F'o put practical effect to the policy frame-
work, SADC-ELMS has initiated a number of
projects intended to bring enlightenment
knowledge and alertness about environmental
conditions in Member States. Some of these
projects are specifically designed 1o address the
environmental problems that are already being
experienced. A case in point is the Sub-
Regional Action Programme to Combal
Desertification, together with the National
Action Plans that SADC-ELMS has assisted
Member States to develop

The Charter will also provide a solid region-
al basis for the implementation of international
environment related Conventions, most  of
which SADC Member States are parties to. In
short, the Chartter will represent a regional
expression of global environmental agendas,
and will also become a vehicle through which
these agendas could be implemented, Specific
Protocols  covering other regional environ
mental issues are either in the process of being
developed or in the pipeline.

Due to the all-encompassing nature of envi
ronment, the stakeholders are many and varied,

ranging from governments of Member States (o

the public at large. The Scoor has registered

S Botswana, last June.

o Meating of the SADC Mine Achion’ Committee held at the Secvetariar in Gaborone

great success in involving the key stakeholders
in its activities and building strong partnerships
with NGO's, The key stakeholders include
environmental policy makers, national environ-
ment co-ordination  institutions, research and
training institutions, international co-operating
partners, and the resource users themselves. The
challenge is to now seek greater dialogue and
involvement by the business/industry sector on

issues of pollution control and waste disposal.

AND INVESTMENT

In the Finance and Investment Sector, a number
of policy changes and economic reforms have
moved the region to deeper integration. The
region is implementing economic policies that
are meant to maintain macroeconomic stability
low rates of inflation and low budget deficits
Most of the member States are IT]I“—!l'III‘.']H
ing indirect monetary  policies and have
liberalised exchange controls quite substan

tially. All Member states have liberalised their

current accounts., Controls remain on the

i

capital account in the majority of Member

States except for Botswana, Malawi, Mauritius
and Zambia who have no exchange controls
any more. For those countries still having

exchange controls on the capital account
higher limits for regional cross border capital
remittance than those to the rest of the world
have been introduced. For example South
African investors can remil up to R250 million
for regional investment while for the rest of the
world the limit is R50 million. Due 1o this
higher limit for SADC, the region has expe
rienced an increase in intra-SADC investments
Following up on this, the Central Banks in
the region have developed a network in infor
mation technology, which enables them 1o
exchange information instantly and they have
an interactive website. The Central Banks e
alsa in the process of introducing electronic
payments and settlement systems in the region
SADC Central Banks are already sharing train
ing facilities in their effort to enhance capacity

in céntral banking and bank supervision. The
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training.

The Stock Exchanges in !ﬁe—
also being networked a.-ridf are’
policies, legislation and regulatory
to allow cross listing in the |
requirements have already been
and more activity is expected aﬂ»&

Stock Exclunges

ment promotion agencies are wor :
establishment of a network for ac&m of  sid
information with the objective of promoting ';ﬂ@" K
whole region as viable investment desﬁm-hon.
The development finance ins:imeions-amm the
same time trying to find ways of mobilising | :
regional resources for co-financing irwesﬁﬁmm
in the region,

FOOD AGRICULTURE AND NATURAI

RESOURCES SECTOR

This Sector remains the backbone of maost
economies in the region with 70 = 80 percent
of the region’s population and labour force still
dependent on agriculture for subsistence,
employment and income. As the region pro-
ceeds with industrialisation, agriculture is
crucial in providing raw material and purchas-
ing power, which facilitates this transformation,
The issues of increasing production and

productivity as well as intra-regional trade are

important. More recently, the issues receiving |
increasing attention include, emphasis on

household food security and regional food |
security based on trade instead of national food 1
self-sufficiency; promotion of long term sus- ‘
tainability rather than emphasising output; :
encouraging private sector and individual

participation rather than government; and ‘
promotion of diversification particularly in :
gramme has demonstrated that the region c
In the area of natural resources, the main | build capacity in a cost-effective mw\. y

semi-arid areas.

issues of concern are those of managing and | Other programmes with regional |
| ;

conserving the exploitable natural resources in ' emanating from regional co-operation |
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the Vaccine Production and Immunisation in
the Livestock Sector, the Assessment of the
Marine Fisheries Resources of the SADC Region
(BENEFIT) in the Marine Fisheries Sector, and
the Tree Seed Centres Network in the Forestry
Sector, Regional Fisheries Training in the Inland
Fisheries Sector and the various networks (e.g.
Southern African Root Crops Network) in the
Agricultural Research and Training Sector.

T —

The Mining Protocol which was signed in

‘September 1997, provides for the harmonisa-
tion of nauomi and regional policies, strategies
and programmes related to the development
‘and exploitation of mineral resources in the
'SADC region. The ultimate objective is 10 pro-

mote the interdependence and integration of

the ﬁ:gha%mkﬁqg policies for the accelerated

development and g:gmh of the sector with a

:ss and increas-

Member States.
- The major minerals SADC supplies 1o the
world's meml markets include asbestos,

: wmm kuermﬂonal mineral mar-
ke!sa’[’hg&n!mcdimanwbeen ratified by six |

o/? ch(on

progress has been made. The region’s mining
companies have come together and established
the Mining Industry Association of Southern
Alrica (MIASA). MIASA is now fully operational
and actively participating in the implementation
of some of the activities contained in the
Mining Programme of Action. An organisation
of Women in Mining has also been established
and attended the last meeting of the SADC
Committee of Mining Ministers.

Since 1994, the Mining sector has restruc-
tured the management of its Programme of
Action through the establishment of sub-
committees. This has not only enabled the sector
to broaden participation by involving the main
stakeholders, but also to ensure that the imple-
mentation. of the programme is undertaken
largely through the use of the region’s own
resources in the form of expertise and finances.
This represents a sustainable approach to
regional integration and should be replicated

by other sectors,

TRADE

The progress made on the negotiations for tar-
iff reduction schedules, in the context of the
Trade Negotiating Forum, should now make it
easier for us to forge ahead with the imple-
mentation of the Trade Protocol. The outstand-
ing technical issues such as the rules of origin

are very important but we should not allow

them to slow down or unnecessarily delay the

implementation of the Protocol by becoming
themselves non-tariff barriers. It is also estimat-
ed that 70 percent of goods (in value) traded
within SADC attract less than 10 percent tariffs,
leaving only 30 percent of the goods at tariffs

 above 10 percent. Member states need to expe-

dite ratification of the protocol for us 1 move

: with speed on freeing all goods traded in SADC
| and tﬁeﬂrby creating a SADC Free Trade Area.

The ¢reation of a Free Trade Area will bring

1o the region increased benefits not only in
| terms of intra-regional trade, but also in terms

1 of ammw direct investment as foreign
investors view the region as a viable market for
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TRANSPORT
4

the challenge to develop and provide an effi-
cient, cost effective and well-integrated: trans-
port and communications network that wﬂi

facilitate the smooth flow of goods, pers(mt

1998. The SADC Member ‘Rtate& hnm'@enm ‘

and information across borders. For example all | B:

relevant stakeholders are being encouraged to
establish Corridor Plam.‘tin_g-:Cumminees (CPCs),
in order to improve opetational efficiency.

In addition, the Ministers of Transport and-

Communication have approved three annexes
for incorporation in the Protocol. These are

“Common Definition of SADC Regional Trunk | in

Routes and Common Route Numbers * (Annex
1); “Harmonised Codes and format for Driving
Licences” (Annex 2); and “Establishment and

Management of the SADC Permanent Mission to '

ICAO™ (Annex 3). Member States need to imple-
ment these annexes, in the interest of accelerat-
ed regional integration and economic develop-
ment, through processes of national ratification
and legislation reform where required.

The SATCC-TU, in assisting Member States

to conform to the principles enshrined in the

Protocol, have developed “Model Legislative |

Provisions” (MLPs) and “Model Agreements”
(MAs). The MLPs are investment in Transport;
Roads Network Financing and Management;
Commercial Port Restructuring and Regulation;
Maritime and Inland Waterway Authority;
Provisions of Air Services, Airports and Air
Traffic and Navigation Services; and Civil
Aviation Authority, The MAs are Regulation of
Cross-Boarder Road Freight and Passenger

Transport in preparing bilateral and multilateral

| lators Association of Southern Africa GWM >
|

- adequate at present, and is in the pr

Air transport infrastructure  is M"
L
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being improved. Institutional reform is well

under way in the sub-sector, and ;

regional
integrated air traffic safety is under develop
ment. Entry into the air transport services

market is in the early stages of liberalisation

The Protocol on Shared Watercourse Systems
the first ever sectoral legal instrument o be
1[{'\l'|:ll){'tl in. SADC, came into lorce on
28 September 1998, The signing of the Protocol
in 1995 and the establishment of a new SADC
sector on Water in 1996, represent a clear
recognition by SADC of the importance ol
water and the need for an integrated approach

to the development and management of water

resources in the region
In the context of Southern Africa, sustain

wd

able socio-economic development -

indeed life — begins with water. Water does not
only occupy a strategic position in the uplifi
ment of the quality of life in individual Member
States, but also in the collective efforts for
development through regional integration

It has been recognised that given the
increasing compettion  for the use of these

trans-boundary waters, the absence of balanced

Prosulent Festus Mogae of Botswana being welcomed by the US. Under Secretary [for
Econtomies, Bustness and Apricultural Affairs, Mr Stiari E Eizenstal to the SADC TS Forum
huld i Gaborone i April 1999, The wglcoming party inclided Bolswana's Foreign

Minister f:'f {;L'ﬂ Mompwait Merafbe and U5 andyessador to Batstoana Robert Kraeger who is
also 108, Special Representative to SAIN
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cross-boundary and cross-sectoral integration
of water use, riparin countries may easily gel
into conflicts. A daunting challenge for the
region is to ensure equitable utilisation of the
scarce  waler resources, not only between
Member States, but also between communities
in individual countries and the various contes
tants such as agriculture, energy industry, the
environment and people, especially the poor
seoments Oof our societies

he Protocol on Shared Watercourse
Svstems sets out rights and  obligations  of
Member States in respect of the shared waters
Water Resources technical experts, assisted by

legal advisors have been working hard on

reaching consensus on amendmer
Protocol to ensure that each contestant to this
common resource gets a fair share, in terms of

quantity and quality, It is hearteni

1t consensus has now been reached. a Draft
Amendment Protocol has been developed and

will be presented for signature by the Sum

N August next year

With Il"_'|||'|i\ O constituency maobihisation

and popular participation in

policies and programmes, the Water Sector

perhaps the best example that should be
lollowed by others, Througl Rowu Iabl
process, the Regional Strategi Action
(RSAP) for Integrated Water Resources
]’r_'\'-'|-;‘!\:|-x‘.:'. imd Managenie

n"u_'l] witl InpuLs Iroum wide ranges il stake
|1III\|L:" The imtial :'|!|_:- were oblaingd O
Country Situation Reports prepared by natio
consultants after due consultation 1 red
vant stakeholders in the respectiv M
States. The Draft RSAP was then subjected 1o
Vanous 1 nes and w O n

the major stakeholders. Following th

[able Conference which was held in Geneva
Switzerland. in December 1998 Wil
Strategy  Reference Group was  established
camprising the SADC Se W

Sector Coordinmating Unir, UNDP he World

Bank, the Global Water P;

Development Bank, the Development Ba

southern Alrica, TUCN. USAID and SIDA
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This group is representative of bilateral and
multilateral agencies, the privale sector and
NGOs. Its task is 10 follow-up on the imple-
mentation of the Round Table Conference and
to act as a think ank on the way forward. This
Reference Group represents i unigue long term
partnership between the Water Sector and
Co-operating Partners, an innovation that

should be emulated by other sectors:

SADC SECRETARIAT-PRIVATE

SECTOR CO-OPERATION

Ihe SADC Secretariat recognises the impor-
tance of private sector participation in comimi-
nity building. Following economic reforms that
have taken place in the region, the private sec-
tor is now regarded as the engine to drive the
development process in thas region. Currently,
SADC Secretariat is working with two private
sector organisations recently launched namely,
the Association of the SADC National Chambers

of Commerce and Industry and the Southern

African Enterprise Network as well a4s national
Apex Chambers of Commerce and Industry. All
these private sector organisations seek 1o
increase their participation in the regional eco
nomic process in Southern Africa 1o encourage
1 faster and more practical move towards a
unified Southern African regional market

CHANGING THE Focus — THE WAY

FORWARD

Achicvements of the past few vears notwith
standing, we should still endeavour to shift the
SADC integration agenda into 1op gear.
Attitudes, procedures and approaches that have
proven to be obstacles to regional integration
should be quickly identified and rectified. The
aim is 1o faithfully pursue the objectives of
SADC's integration mission, as agreed upon in
the SADC Treaty. For this to happen, SAIX
must be creative enough to overcome those
elements inherited from the “Conference
which do not serve the integration agenda

As the Secretariat focuses more on strategic

..g)._./‘/ ib (/ }); 0 ,‘f ram m g of ._// C f [ 0on

planning and management of the overall pro-
cess lowards building  the Cmmnwn}ty,l it is
important that in all SADC structures aad at
national level, there is collective leadership in
implementing regional programmes utilising as
much as possible the region's own resources in
terms - of finance, expertise and institutions.
There is, therefore, need for more _cuncéned

actions than words

Prorocois: Toors FOR DEEPENING
REGIONAL INTEGRATION

In previous sections, SADC's progress in terms
of the negotiation and finalisation of protocols
in various areas has bheen highlighied.
However, the protocols do not represent an
end in themselves, but rather the beginning of
our efforts towards integration. In other words,
Protocols are a necessary but by no means suf-
ficient condition for regional integration. [t
must be stressed that the full ratification of
protocols is an absolute necessity to enable
their implementation in order that individual
member states and the region as a whole can
begin to reap the benefits of integration.

For the protocols 10 be seen as meaningful
and beneficial, it is crucial that in the process of
negotiation, we must ensure that the interests of
each and every Member Stae are taken on
board and that the end produet represents the
collective aspirations of the region, It is only in
this way that we ensure a balanced development
of the whole region. In other words, at all times,
we should seek to establish a symbiotic relation-

ship which will result in win-win situations

N OF S THOLDERS

Participation of stakeholders in the integration
process is critical for ensuring that the regional
populace is in tne with the aims and objec-
tives of regional integration so that they can
contribute positively to the process. Each
Member State has to steadily promote the
participation of stakeholders including labour

and the private sector in SADC initiatives and

73
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activities, This is the best way to effectively dis-

seminate information about the integration
agenda to those who make integration happen
in everyday life and everyday economic activity.
In recent years stakeholders have begun to take
part in the activities of SADC but more par-
ticipation and policy and programme formula-

tion is required in order to ensure that the pro-

grammes we are implementing directly address

the needs at grass root level.

INFORMATION TE

Information technology remains critical to our
regional integration process. SADC should facil-
itate information sharing through technology
SADC should also provide electronic communi-
cation tools to facilitate collaboration among
Member States and the international communi-
ty at large. As long s regional infrastructure are
poor the region will not benefit from inform
ation technology.

The other issue that has pre-occupied the
region as it enters the next millennium is the
Y2K problem. Efforts have been made by SADC
to assist with the co-ordination of Member States
1o ensure that the region is not caught up with
the problem. Several meetings of SADC National
Y2K Co-ordinators have been held to exchange
views and share ideas on addressing the prob-
lem. These are welcome initiatives but Member
States need 1o allocate more resources Lo this
issue particularly on contingency planning since
there is very linde time to look at all systems.

It is impaortant to note that the Secretariat
has also undertaken an independent assess-
ment on the region’s state of preparedness par-
ticularly on eritical sectors (transport, utilities,
and finance), The results were encouraging
except for pockets of problems here and there,
The strategy is to embark on contingency plan-
ning workshops 1o build Member States’ capac-

ity to develop their contingency plans.

STATISTICS

There has been considerable progress made in

/ H./‘/ ction

the harmonisation of regional statistics through
the SADC Statistics Committee. In particular,
progress has been registered on the harmonis-
ation of the national account statistics, census
and the cost of living (inflation) statistics. An
agreement has been signed with EU on the

SADC Statistical Training project, which is
intended to not only train producers of statistics
but also users. Of course there are other statis-
tical areas where the region still has to venture
into, These efforts are as a result of the com-
mitment shown by the SADC Member States
Member States have to double their efforts in
producing timely data especially when there is a
wide array of statistical information within and
outside the region which at times portray a bad
image of the region. This does not augur well,
the more so that the true picture is known
Information dissemination preferably through the
Internet and Intranet should be given priority
notwithstanding statistical development. Demo-

}_’I'.i|l!1il and social indicators should also be

given priority since they explain the characteris
tics of a population and achievements in human
development. Economic indicators, though
important, can be misleading at times especially

if not properly understood and interpreted

Druac Cc

llicit drugs are increasingly being produced,

trafficked and abused in the SADC region.
National and international seizure and abuse
statistics give very clear indications that the
current efforts o combar the scourge are not
enough to stop it from hampering the social
and economic development of the region

The SADC endeavour to combat illicit drugs
has, however. made significant progress during
the last six months. First of all because the
SADC Ltﬂig control [)rﬂiniuﬂ has entered into
force and from now on provides the basis for
all future projects and programmes of which
the SADC Regional Drug Control Programme
(SRDCP) is the most important, The institution
al framework for the SRDCP has also been

established in the form of the SADC Drug
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sacrifice fmm me sgam &s indica
l:hisrepomSADC:stnlheﬁsﬁmha._,‘
needed is for Member States to cc
putting in additional resources into th i
tion efforts. If Member States do not pm
addnumalresources.nwillnothcpmiblh o
turn the current vicious circle of poverty hmg
virtuous circle of prosperity.
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Mozambican children entertein-
g guests during the (999 A
Day Celebrations in Mapuio

SADC Information Officer. Mrs
Petrontlla Nedebele Crom left) with
SADC regional seconcdary schools
essay competition finalists, third
prizevinner Titus Preston
(Botswana); first prize winner
Ohratile Mnvialefe ( Botswanea) and
second prize winner Rebececa Davis
(South Africa) at the 1999

SADC Diy celebrations in

Mepisto, Mozambique

AX SADC Sl
MAPUTO.13.14" AUGUST

X SESSA(

MAPUT

\ KL L
SADC Connctl of Ministers in session in
From lefi: SADC Executive Secretary, Dr.
African Minister of Foreign Affairs and (¢
Dy Nkosazana Dlamiti-Zuma; Mozambican Prime Miyister,
Pascoal Mocumbi: and Mozambican Minister of Foreign Affairs
ceried Conperation My, Leornado Simao.
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13.14 DE AGOSTO DE 19939,

Bairperson of Cotncil,

I SADC is to make a dent in poverty and

create gainful employment, there is need for
the region to grow on average by more than
6 percent per annum. This has been clearly
demonstrated in a recent study by the ECA.
Although many SADC Member States have
undergone economic reform programmes there
has been limited growth mainly because the
promised financial assistance from Co-operat
other

ing Parners was not forthcoming. In

words there was not a concomitant flow of

foreign resources following the economic

reforms at the reforming country level

Investment capital was lacking. As a result there
was not a corresponding  improvement in

infrastructure especially in Agriculture where

as high as

pre and post-harvest losses are

President Festus Mogae
of Botswana offictally
opening the SADCEL

Conference on
Stremgthening and
Consaoliclatine
Democracy in SADC
thirough the Electoral
Process”. Seared dre
SAIDC Executive
Secretary, Dr. Kaire
Vbuende cleft) and
Ambassador Havald

Cranns, Special Envoy

for EU Prestdency

|
(Germany). |
!

. 1999

Meaputo, Mozambigue
Keire Mbuende: South

Tanzania,

Tarzanian Forefgn Minister, Jakava Kikwete presenting a prrize fo on
essady winners oluring the 1999 SADC Day commenoration in

20 percent in some Member States

Agriculture continues to show signs of

turther recovery in 1999 — on account of good
weather and improved availability of inputs and
credit. The medium term prospects are dimmed
o 1.7 cent GDP

by the H}I.IT[? downiurn pet

growth I'here will be need to control intlation

especially in Zimbabwe and Zambia and, 1o

some extent, South Africa where domestic
financial cost push pressures have been rising
In addition, there is need to resolve the
on-going armed conflicts in Angola and the
DRC 10 boost chances of economic recovery
Inflation is likely 1o surge and balance of
payment problems to intensity unless sutficient
debt reliel is provided to Tanzania, Zambia

Zimbabwe and Malawi

Mozambique
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