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I. INTRODUCTION 
 
1. The present report on the Economic and Social Conditions in Southern Africa for 
2008 is a regular document presented to the Intergovernmental Committee of Experts 
(ICE) for Southern Africa.  The main aims of the report for 2008 are to:  (i) to provide 
Member States with an overview of the economic and social conditions in Southern 
Africa and prospects for 2009; and (ii) to provide policy advice on selected policy issues 
in Southern Africa. 
 
 II.  DEVELOPMENTS IN THE WORLD ECONOMY  
 
 i.   Global and regional economic performance and implications to       
       Southern Africa 
 
2. The world economy is caught up in the severest financial crisis since the Great 
Depression. Growth in world gross product is expected to slow to 1.0 per cent in 2009, a 
sharp deceleration from the rate of 2.5 per cent for 2008 and well below the more robust 
pace in previous years. While most developed economies are expected to be in a deep 
recession, a vast majority of developing countries is experiencing a sharp reversal in the 
robust growth registered in the period of 2002-2007, indicating a significant setback in 
the progress made in poverty reduction for many developing countries over the past few 
years. Following half a decade of above 5 per cent economic growth, the continent can 
expect only 2.8 per cent in 2009, less than half of the 5.7 per cent expected before the 
crisis. 
 
3. Most observers believed that the immediate impact of the global crisis on African 

economies is likely to be small. This was largely due to low degree of integration of these 
economies into the global financial markets.  However, there are now direct effects which 
relate to the immediate consequences that the financial downturn in industrial economies 
will produce onto the financial markets and institutions in especially African countries 
that have relatively developed financial markets, including South Africa, Nigeria, Egypt 
and Kenya. 
 
4. The indirect effects are largely observed though trade and capital flows among 
others.  First, the current financial turmoil translates into weaker demand for African 
exports in general and reduced demand for energy consumption in particular.   Second, 
the expected reduced exports growth in turn has begun to show lower GDP growth in 
Southern African countries. This means that the gains in trade balance observed over the 
past years may not be sustained, especially given the lack of diversification of Southern 
African exports. 
 
5. Macroeconomic effects of the financial crisis notably through trade and capital 
flows may have  wide spread effects in Southern Africa.   Global demand will go down 
and hence Southern African exports like other African country exports are likely to 
shrink both in volume and value terms.   This will have severe damages on oil exporting 
African economies such as Angola causing a fall in overall growth as we shall see below.  
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The price of other primary commodities exported by African countries might also 
decrease, thus reducing the value of African exports. 
 
6. The current financial crisis has resulted into huge unplanned bailout plans for 
collapsing banks and commitments in the developed world (especially the US and 
Europe).   While official development assistance (ODA) for Africa increased in 2008, 
there are concerns over downward pressure on donor aid budgets due to the ongoing 
economic crisis.  This will affect the predictability of Official Development Assistance 
(ODA) to Africa including southern Africa and realization of standing commitments may 
be at risk in the near future.  The credit crunch in the US and Europe can also translate 
into a decline in lending by foreign banks to African private banks. 
 
7. The crisis is expected to increase the volatility of bilateral exchange rates, 
especially those countries that peg their currency to the US Dollar as is beginning to 
manifest.  Other short-term macroeconomic effects include: a marginal decrease in the 
rate of growth; slowdown in Private Sector activity due to decline in ‘loanable’ resources 
in the banking sector; worsening Balances of Payments due to contraction in world 
demand, decrease in price of primary commodities, and the possible competitiveness 
effects stemming from exchange rate fluctuations; slowdown in growth implies lower 
revenues from taxation. And, the contraction of exports will further weaken the revenue 
side of the budget. Fiscal balances are therefore likely to deteriorate. 
 
8. Whether or not the present crisis will have effect on poverty in southern Africa is 
debatable.  However, the poor will be affected primarily through lower growth of 
household income resulting from lower overall GDP growth and rising unemployment.  
Although recent surge in growth has not shown corresponding reduction in poverty, it is 
expected that a reduction in growth will reverse the modest gains achieved in poverty 
reduction in the past.  The other effects on poverty will emerge from a reduction in 
remittance from Africans in the diaspora and a reduction in public spending on social 
services and infrastructure, due to a reduction in foreign exchange earnings. 
 
9. ECA suggests that a number of policy responses to limit those negative effects of 
the crisis, and prompt a rapid recovery of southern Africa from the global turmoil. These 
include: strengthening financial sector regulations including the need to minimize 
exposure by commercial banks to risky foreign-currency borrowing; the need for 
countries to respond quickly to unexpected exogenous shock inflationary import price 
shocks and declines in terms of trade including current lower remittances, private capital 
inflows, and a shortfall in aid; tightening monetary policies to preserve price stability. As 
regards protection against rising energy and food prices, Governments should help 
protect the poor, by reducing taxes and tariffs on fuel and food items and increase 
subsidies on them. 
 

10. On a positive note, a number of southern African countries are now better 
positioned to withstand the crisis than ten years ago. Many countries have undergone 
prudent macroeconomic reforms which have strengthened fiscal balances and reduced 
inflation to single-digit levels. Many have also benefited from substantial debt relief, with 
the result that debt service/export ratios are low. 
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III.  RECENT MACROECONOMIC PERFORMANCE IN SOUTHERN   
  AFRICA AND PROSPECTS FOR 2009 
 

i. Growth performance  
 

11. Real GDP growth is presented in Table 2.1.  Figures in green show achievement 
of SADC target of 7% or more and growth of less than 7% is shown in red. Southern 
African countries continue to face the challenge of raising the rate of GDP growth in a 
sustainable way to meet the Millennium Development Goals (MDGs).  As noted above, 
growth has been affected to some extent by the global economic crisis. 
 

Table 2.1: Real GDP growth  
 

      Economic Growth 

  2004 2005 2006 2007 2008 2009 
Angola  11.1 20.6 18.6 23.8 13.8 6.2
Botswana 8.4 4.7 0.6 6.2 3.3 -7.0
D.R. Congo 6.9 7.9 5.6 6.3 5.9 3.0
Lesotho 3.4 2.9 7.2 5.1 4.9 5.3
Madagascar  5.3 4.6 5 6.2 7.1 5.5.1
Malawi  5.1 2.3 7.9 7.4 9.7 7.9
Mauritius 4.8 2.3 5 5.7 5.8 2.4
Mozambique 6.8 8.3 8.5 7.3 6.5 6.2
Namibia 5.9 4.8 4.1 4 2.7 1.0
Seychelles -2.9 7.5 8.3 7.3 0.0 -10.0
South Africa 4.5 5 5.4 5.1 3.1 1.2
Swaziland 2.1 2.2 2.8 2.8 2.0 2.5
Tanzania 6.7 6.8 7.1 7.8 7.5 4.5
Zambia 5.4 5.2 5.8 6.2 5.8 5.0
Zimbabwe -4.2 -3.8 -2.0 -17.6 -14.3 1.8

 
12. The sub-regional growth was 5.2 per cent in 2008, down from 7 per cent in 2007. 
It is expected to slow dramatically in 2009 to 0.2 per cent before recovering to 4.6 per 
cent in 2010. In South Africa, growth is expected to fall to 1.1 per cent due to the impact 
of the global economic crisis on demand for its mineral exports compounded by a 
contraction in private consumption and investment. 
 
13. In Angola, growth remained extremely high (13.8 %) in 2008, but down from the 
23.8 per cent registered in 2007. However, the economy is expected to contract by 7.6 per 
cent in 2009 on the assumption that the reduction in quotas by OPEC countries will 
translate into a reduction of oil production in Angola of about 10 per cent. In 
Madagascar, Malawi and Tanzania, growth accelerated to reach 7.1 per cent 9.7 per cent, 
and 7.5 per cent respectively due to strong growth in agriculture in both countries and to 
large investments in the mineral sector in Madagascar. Growth slowed in all the other 
countries in the region, many of them affected by the slowdown in South Africa.  
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 ii.   Inflation 
 
14. Table 2.2 depicts inflation for all southern African countries and progress being 
made in to achieve a single digit inflation rate as per convergence criteria of SADC set 
for 2008.  In Southern Africa (excluding Zimbabwe), inflation averaged 15.2 per cent in 
2008, although most countries achieved the single digit target for SADC in 2007. The 
average is dominated by South Africa, where inflation was 15.7 per cent in 2008, up from 
6.5 per cent in 2007. In 2008 it ranged from 5.9 in DRC to 20.0 per cent in the 
Seychelles. 
  
15. The high rates were caused by the acceleration of international fuel, fertilizer and 
imported food pr ices. However, high rates of government spending and supply 
constraints in Angola, and the pervasive effects of the electricity crisis in South Africa 
were aggravating factors. Since most of these factors were transitory, inflation in the 
region as a whole  (excluding Zimbabwe), is expected to decline to 7.6 per cent in 2009 
and to 6.6 per cent in 2010.  

 
Table 2.2: Inflation 

Country  Inflation 
  2004 2005 2006 2007 2008 2009
Angola 31 18.53 12.2 11.78 13.2 12.5
Botswana 7.8 8.6 11.6 7.1 12.6 5.5
D.R. Congo 9 21.4 13.2 16.7 5.9 3.0
Lesotho 5 3.5 6 7.9 8.8 10.0
Madagascar 27.3 11.4 10.9 8.2 9.2 8.5
Malawi  11.4 15.5 13.9 8.1 8.7 7.7
Mauritius 4.7 4.9 8.9 8.8 9.0 3.9
Mozambiqu
e 

12.7 11.2 9.4 10.3 11.8 6.8

Namibia 3.9 2.3 5.1 7 10.3 7.0

Seychelles 3.9 0.9 0.4 5.3 20.0
South 
Africa 

4.3 3.9 4.7 6.5 15.7 5.8

Swaziland 3.4 4.8 5.3 8.14 3.1 1.2
Tanzania 4.2 5.9 7.3 5.6 5 6.5
Zambia 17.5 15.9 8.2 8.9 16.6 10.0
Zimbabwe 350 585.8 >3000 >3000 >134 billion 20.0
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 iii.   Exchange Rates: International position of Southern African countries 
 
16. Exchange rates for Southern African countries are presented in Table 2.3.  These 
countries continue to follow two categories of exchange rate regimes: (i) conventional 
fixed peg arrangements; and (ii) managed floating. The currencies of Lesotho, Namibia 
and Swaziland (members of the Common Market Area – CMA) are pegged to the South 
African Rand.   
 
17. A major exchange rate development in Southern Africa in 2008 occurred in 
Seychelles. In November 2008 Seychelles lifted foreign-exchange controls, resulting in a 
precipitous slide of the Rupee from SRs8.5 to SRs17 to US$1 within two weeks, with an 
average for the year of 9.46. The exchange rates of other SADC member States benefited 
vastly from the strong build-up of foreign exchange in 2008 during the commodity price 
boom, while the weaker US Dollar contributed to some strengthening of the sub-region’s 
currencies. A tentative prognosis for 2009 sees these currencies coming under an intense 
pressure if exports continue to drop or recover only at a slow pace, and reserves start to 
deplete noticeably.  

 
Table 2.3:  Exchange Rates: National Currency /US$1  

 
Country 2007 2008 2009 Projections 
Angola (KZ)  76.7 75.0 75.0 
Botswana (BP) 6.14  6.77 8.68 
Democratic Republic of Congo (CDF) 516.8 566 700.0 
Lesotho (MAL) 6.33 6.8 7.2 
Malawi (MKw) 139.98 140.0 155.12 
Madagascar 1,873.1 1,658.1 1,698.9 
Mauritius (RS) 28.22 31.76 34.90 
Mozambique (MT) 25.6 24.2 26.1 
Namibia (N$) 7.05 8.25 10.5 
Seychelles (R) 7.05 9.46 6.7 
South Africa (SAR) 6.72 10.2 10.5 
Swaziland (E) 6.81 9.29 10.5 
Tanzania (Tsh.) 1,245.0 1,195.4 1,337.7 
Zambia (ZMK) 4002.0 3,706.2 4,832.3 
Zimbabwe (ZIM$) 30,000.0 230,168,572 - 

 
 iv.   Fiscal performance 
 
18. Fiscal performance between 2007 and 2008 for SADC member states are 
presented in Table 2.4. Fiscal outlays over the last two years have focused on capital 
spending, infrastructure rollout and social sectors.  The fiscal deficit as used in this 
analysis (Table 3.3) is the difference between the government's total expenditure and its 
total receipts (excluding borrowing) - government's expenditure and net lending, which 
exceeds receipts from revenue and grants.  All countries except Zimbabwe achieved the 
SADC target for 2008 of <-5% of GDP. 
 
19. The projections for 2009 are dominated by changes in 10 out of 15 countries. For 
example, in Angola, the surplus of 13.2 per cent of GDP registered in 2008 is expected to 
be transformed into a deficit of 7.9 per cent in 2009 due to the fall in oil prices and the 
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reduction in production required in respect to the quota reductions agreed within OPEC. 
In Botswana a surplus of 0.0475 in 2008 is expected to transform into a deficit of -11.1 
per cent.  In South Africa the deficit is expected to widen substantially, from 1 per cent of 
GDP in 2008 to 3.7 per cent in 2009 due to the effects on government revenue of the 
economic slowdown and the decision of the government to implement a counter-cyclical 
fiscal stimulus in the face of the global crisis. Thus, the combined fiscal deficits of the 
region as a whole in 2009 and 2010 are expected to be 4.6 and 3.6 per cent of GDP, 
respectively.  

 Table 2.4: Fiscal deficit as % of GDP  
 

 2007 2008 2009 
Projections

Angola 11.3 13.2 -7.9
Botswana 0.1076 0.0475 -11.1
D.R. Congo -1.0 -0.1 -4.1
Lesotho 14.3 14.1 5.4
Madagascar -2.9 -2.6 -3.3
Malawi -2.7 -5.8 -2.3
Mauritius -4.3 -3.3 -4.2
 Mozambique -3.06 -2.5 -5.4
Namibia 5.2 -1.4 -5.0
Seychelles -9.6 2.5 -6.3

South Africa -1.0 -1.0 -3.7
Swaziland 6.1 -0.1 -4.9
Tanzania -3.7 0.0 -4.6
Zambia -0.2 -1.0 -1.8
Zimbabwe -2.5 ….. ……

 
 v.    Public Debt and Current Account Balance 

20. Among the countries in Southern Africa, a worsening of the current account 
deficits of 9 of the 11 countries in 2008 was offset by an increase in the surplus of Angola 
due to the increase in oil prices and, to a much lesser extent, in the current account of 
Swaziland because of a large increase in net transfers. Among the deficit countries, 
Madagascar experienced an increase from 13.9 per cent of GDP in 2007 to 25.8 per cent 
in 2008 due to large increases in imports of investment goods associated with a major 
mining project. In 2008, South Africa had a current account deficit of 7.8 per cent of 
GDP due to a fall in exports and an increase of imports due to the implementation of a 
massive infrastructure modernisation programme.  

21. In 2009, South Africa expects to continue with its infrastructure programme 
requiring large imports of capital goods. The deficit is therefore expected to be around 
6.4 per cent of GDP but will depend on export prices and the value of the ZAR. In 2009 
in Angola the decline in international oil prices and the reduction in production of oil 
required to stay within its OPEC quota are expected to result in the current account 
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surplus of 12.9 per cent of GDP realised in 2008 giving way to a deficit of 8.1 per cent in 
2009. Thus, for the region as a whole the overall current account deficit in expected to 
worsen from about 2 per cent of GDP in 2008 to 6.8 per cent and 7.4 per cent in 2009 and 
2010, respectively. In  countries, such as Malawi, international reserves have already 
declined to critical levels, making support from the IMF essential to avoid compounding 
the effects of the crisis. 

22. To mitigate the ill effects of the global slump on their budgets, countries have had 
to raise public borrowings while deferring mining royalties and holding other new mining 
tax proposals in abeyance. For example, Zambia’s external debt rose by 3.7% to 
US$1,093.5 in 2008 from US$1,054.5 in 2007. South Africa’s public debt remains small 
at 23% of GDP but will rise in 2009 as the country issued US$1.5 billion worth of 
international bonds recently in anticipated of weak tax receipts. For Member States deep 
in debt already, matters will get worse if no action is taken. Accordingly, the highly 
indebted Seychelles, with an external debt at 94% of GDP or US$809 million, is now 
negotiating with major creditors to reschedule US$250 million in debt owed and to have 
50% of it forgiven. 

 
 vi.    Savings and Investments 

 
23.  Although the overall SADC average for domestic savings moved slightly from 
22.4% of GDP in 2007 to 23.8% of GDP in 2008, most member States recorded lower 
figures.  As a result, the sub-region’s domestic savings barely cover its total investment, 
with most countries relying heavily on foreign investments, largely in mining (oil, 
diamond) , telephony or banking – industries that are labor-saving in content. Since those 
with surpluses derive these domestic savings largely from mineral resources, this source 
of domestic savings should be judged unstable and unpredictable, meaning that these 
countries need to diversify their savings’ sources.  The  rapid momentum of infrastructure 
outlays in South Africa will hopefully be replicated in neighboring countries. in 
preparation for the 2010 FIFA World Cup and all that this event portends for the tourism 
industry in particular. 
 
23. The average total investment for SADC was largely constant from 2007 (21.6% 
of GDP) to 2008 (21.9% of GDP) with most member States registering small increases, 
with the exception of those of Angola and Zambia that ebbed. Overall, total investments 
in most SADC countries remain below the RISDP target for investment of 30% of GDP. 
The only exceptions are Botswana, Seychelles, and Madagascar, joined in 2008 by 
Tanzania at 31.8% of GDP.  Similarly on domestic savings front, only Angola and 
Botswana meet a similar RISDP target for savings as percent of GDP 
 
24. In addition, mineral exporters (Mozambique, Namibia, Tanzania and Zambia) 
began to experience a slowing of investment in the second half of the year. Growth in 
Mauritius remained high, although it, too, lost some momentum compared to 2007. These 
trends are expected to intensify in 2009 with a further slowing of growth forecast for all 
countries. In the case of Madagascar, the situation is expected to be worse because of the 
impact of the political crisis, particularly on the tourism sector, with GDP growth 
expected to fall by more than 2 percentage points, to 5.1 per cent.  
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  vii.   Trade and Finance in Southern Africa 
 
25. As the external demand for the sub-region’s exports declined, manufactured 
goods suffered; oil-producing countries’ trade surpluses in 2007 to late 2008 had 
morphed into deficits by early 2009, putting pressure on fiscal and external accounts; and 
unemployment has spiked. 

 
26. Expressed as a percent of GDP, the SADC current account (CA) deficit was 2.5% 
in 2008, a little better than the 3.1% deficit in 2007 (Figure 1). This relatively small result 
however masks vast disparities among the sub-region’s countries with five of them (the 
DRC, Seychelles, Madagascar, Mozambique, Tanzania) clustered above the deficit of 9% 
of GDP set as SADC RISDP target. Only Angola, Namibia and Botswana eked out 
positive external CA positions in 2008.  Namibia’s external CA surplus had however 
shrunk to 2% of GDP in 2008 from a surplus of 9.2% of GDP in 2007. 

 
27. The SADC’s trade 
balance (TB) rose to 6.7% 
of GDP in 2008 from 4.8% 
of GDP in 2007 (Figure 1), 
propelled largely by 
commodity exports from 
Angola, Botswana and 
Zambia. The growth of 
Zambia’s total volume of 
exports had drifted down 
by 7.2% in 2008 from an 
increase of 13% in 2007, 
and its volume of imports 

had risen by 29.7% in 2008 even as the Kwacha slipped by 45% from mid- to 
end-2008. Similarly, the DRC’s total export volume shrunk an estimated 0.2% in 
2008 after a 72.7% surge in 2007, while its growth in total volume of imports 
slowed to 12% from a robust 69.9% rise in 2007. 

 
28. As a further indication of the deteriorating TB ratios in the sub-region, the outlook 
for South Africa, Africa’s largest economy, remains dim as the recent data show. The 
country’s annualized total volume of exports dipped 6.3% in 2008 in the fourth quarter, 
dragging down the value of merchandise exports by 5.4% to R668.2 billion from R706.3 
billion. The physical volume of manufacturing production declined at a year-on-year rate 
of 15.0% in February 2009, following an 11.1% contraction in the previous month. 
Moreover, total mining production in that country slipped at an annualized 12.8% in 
February 2009, while the real value of building plans approved declined by 42.7% over 
the same period. 

 
29. Vastly lower tourist visits are wreaking heavy damage on the economies of 
Mauritius, Seychelles and Tanzania as markedly lower tourist earnings squeezed their 
budgets. Remittances into Lesotho and Zimbabwe, where these are at least 20% of GDP, 
have slowed, underscoring the exposure of these countries to income trends of residents 
of advanced countries. 

Figure1: SADC trade balance & external current account, incl. grants
2004-2008
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30. By end-2008 most member States’ terms of trade had started to deteriorate on 
weaker export earnings even though oil-exporters enjoyed some gains from high 2008 oil 
prices. Deteriorating terms of trade were recorded in Botswana whose diamond exports 
were pegged back by 17% to 28.9 million carats in 2008 after starting the year well; as 
well as in Zambia due to the copper price collapse and South Africa’s terms of trade 
gained slightly. 

 
31. Poor external sector performance of SADC countries led to a growing 
unemployment from late-2008. The DRC lost about 300,000 on falling export prices of 
copper by 67.7% from US$8,985/oz in July 2008 to US$2,902/oz at end-2008; Zambia 
lost an estimated 12,000 jobs for the same reason. South Africa’s diamond mines lost 
1,200 jobs in 2008 as the mining sector and others shed labor, including 208,000 lost 
non-agricultural jobs in the first quarter of 2009 that took the official unemployment rate 
to 23.5% from 21.9% in the last quarter of 2008.  

 
32. Official reserves (months of import cover) of most member States have 
shownlittle variation from 2007 to 2008. Botswana continues to enjoy high amounts of 
reserves at 23.1 months of imports even if they fell slightly from US$9.8 billion in 2007 
to US$9.2 billion in 2008. Some countries’ official reserves have however fallen below 
the conventional prudential levels of the SADC RISDP of 3 months of import cover, 
namely, Madagascar (2), Malawi (1.1), and Zambia (2.5). 

 
33. The global economic crisis is threatening to slow down the deepening of intra-
Africa trade and stall the growth of intra-SADC’s export share of total trade. Intra-SADC 
exports and imports had been growing briskly, both exceeding 33% growth rates in 2007. 
Over the period 2000-2007, the growth of SADC exports and imports to the rest of the 
continent had averaged 15.3% and 18.6%, respectively (Figure 2). The sparse intra-
continental trade data for 2008 limits clarity on its recent patterns, but the growth rates of 
exports and imports are expected to decline in line with those of the rest of the world. 

 
34. SADC exports 
to the whole of 
Southern Africa still 
represent only 10% of 
its total exports, mainly 
concentrated within 
SADC itself 
(accounting for 9% of 
total SADC exports). 
South Africa’s role as 
an export market for all 
SADC countries on 
aggregate remains a 
scant 2% of non-SACU 
SADC exports although for a few individual SADC countries it is an important 
destination (Malawi, Mozambique, Zambia and Zimbabwe).  

 

Figure 2: Value in US$ million, 2000-2007
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35. Compared to the SADC as a whole, intra-regional exports for the sub-set of 
countries participating in the SADC FTA are slightly more important (10% of the total). 
For intra-regional imports, South Africa is more significant, at 6% of total SADC import, 
than as a destination for its exports. Botswana, Lesotho, Namibia and Swaziland are 
particularly dependent on South African imports within SACU.  

 
36. On aggregate COMESA countries also import more from SADC countries than 
from other COMESA members, because of high imports from South Africa. For the 
smaller countries in Southern Africa, their merchandise trade balance with the various 
regional trade agreements is mainly negative due to deficits with the largest members in 
these groups such as Egypt, Kenya and South Africa. 

 
37. For imports, an assessment of intra-country shares reveals that most of the 
contribution is done through trade with South Africa. This contribution is equivalent to 
70% of total intra-SADC export shares in both periods. This is more prevalent with South 
Africa’s SACU partners who have intra-country export shares of less than 1% in both 
periods except in few cases with Zimbabwe (exports from Botswana and Swaziland), 
Angola (Namibia) and Mozambique (Swaziland). 

 
 viii. Economic, Corporate and Political Governance in Southern Africa - 2008 
 
38. Improved economic governance and continuing economic reforms in Southern 
Africa have had some buffering effect against global economic fallout. Current policy 
initiatives are sharpening their focus on protecting the most vulnerable citizens through 
more social spending to fight poverty.  The sub-region’s better economic management 
will benefit further from the recent political evolution in Zimbabwe and new policies to 
revive its prostrate economy. Zimbabwe seeks to restore macroeconomic stability by 
banning the monetarization of budget deficits and the quasi-fiscal activities of the 
Reserve Bank of Zimbabwe (RBZ), allowing dollarization of the economy, and by 
imposing hard budget constraints on parastatals. The resolute implementation of these 
and other measures in the Programme will enable the donor community to re-engage with 
the country as it strives to reverse the decade-long economic contraction. 
 
39. The sound management of banks in the sub-region is bearing fruit. Commercial 
banks in most member States, including in Namibia, Botswana and Zambia remain well-
capitalized and managed, and conservative lending policies buttressed by strong 
regulations put them in good stead to withstand the global crisis.  

40. On the whole, political and social stabilisation has been generally progressing on 
the continent, while higher political awareness among the population has obliged 
governments to become more accountable, as witnessed by the organisation of regular 
electoral consultations and the implementation of structural reforms in public 
administration, which have improved governance and increased transparency. However, 
the administrative capacity of government remains weak, impeding the consolidation of 
democratic institutions (especially in fragile states); the judicial system still receives little 
political priority. Gaps in the implementation of regulations are common and, as a result, 
application of the rule of law remains weak.  
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IV. SECTORAL DEVELOPMENTS 
 
 i.   Agriculture and Food Security 
 
41. Agricultural growth rates have been both low and highly variable across the 
region, averaging only 2.6% per annum, almost similar to demographic growth rates of 
2.4%, in the last decade. This growth rate is still lagging behind the 6% growth rate 
targeted by Comprehensive African Agricultural development program (CAADP) as 
necessary for poverty reduction and food security.  
 
42. Of the numerous explanations for the sector’s poor performance, the most 
significant are insufficient investment in the sector, poor access to agricultural inputs 
(especially fertilizers and improved seed) and to markets, and low levels of technology 
development and dissemina tion. Other factors include adverse climatic conditions and 
HIV/AIDS threat within the sub-region. 
 
43. The sub-region registered a cereal deficit of 4.35 million tons in 
2007/2008 as compared to 2.18 million tons recorded in 2006/2007 farming season.  Four 
SADC countries (Lesotho, Swaziland, Zimbabwe, DR. Congo) are among the 21 African 
countries in food crisis requiring external assistance due to low productivity, HIV/AIDS 
pandemic, deepening economic crisis and adverse weather and civil strife. While Africa 
is home to 15 of the 16 countries where the prevalence of hunger already exceeded 35% 
in 2008, 7 of these countries are members of the SADC making the sub-region 
particularly vulnerable to current higher food prices.  
 
44. Food prices have increased significantly in Southern African countries in 2008. 
Food crop prices are expected to remain high in 2008 and 2009 and then begin to decline 
as supply and demand respond to high prices. DR Congo, Lesotho, Swaziland, 
Zimbabwe, Madagascar, Mozambique, Tanzania and Zambia are identified among the 
countries most at risk of deteriorating food security due to high food prices in the world.   
Many SADC countries have taken steps to reduce the effects of higher prices on their 
populations as per Table 3.1 
 
Table: 3.1 Policy responses to the food crisis in selected SADC Countries, 2006-     
 August 2008 

Government Responses Protests 
 
 
Country  

Trade  
restriction  

trade  
Liberalization  

Consumer  
subsidy  

social  
protection 

Increase  
supply violent 

Non - 
violent  

Madagascar X  X    X 
Malawi X    X   
Mozambique      X  
Namibia   X X   X 
South Africa   X X    
Tanzania  X X X     
Zambia X    X   
Zimbabwe   X X     

Sources: IMF, FAO, and news reports, 2007-08, food related protests: newsreports, 2007-2008, IFPRI, 
September 2008. 
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45. In the long run there is a clear need to increase the investment in agriculture and 
expand the proportion of irrigated land in the sub-region to mitigate both the effect of 
adverse climate conditions on the agricultural sector and reduce the high impact of global 
food market chocks to the food security in the sub-region.  
  
46. Success in agriculture in Southern Africa further requires provision of the latest 
scientific knowledge and experience in applying techniques of sustainable land, soil and 
water management towards a sustainable green revolution. Governments should help 
small-scale farmers to better manage the various risks they face, including price, weather, 
climate and natural disaster risks. Policy measures in the short term include the provision 
of safety nets and social protection to the most vulnerable consumers. 
 

ii.   Environment and climate change 
 
47. Farmers are already feeling the effects of changing climatic conditions in 
Southern Africa. In 2006, the production of maize, the main staple in the region, fell short 
by 2.18 million metric tons due to droughts in Namibia, Mozambique, Swaziland, 
Zimbabwe and South Africa. Flooding in the Zambezi basin has been regularly affecting 
Angola, Botswana, Namibia, Zambia and Zimbabwe. Both Seychelles and Zambia have 
been recently experiencing a mixture of increased droughts and increased flooding. 
 
48. Tanzania loses not less than 0.5% of its forested area each year (about 40,000 
hectares), while Malawi presented the deforestation level of 2.8% in 2007 and 2008. 95% 
of domestic energy accrues from woodfuel in Tanzania, with the total demand for  
woodfuel standing at 44 million cubic meters (2 cubic meters / person) annually.  
 
 iii.  Water and sanitation  
 
49. Access to water and sanitation is still low in the sub-region with lower progress in 
sanitation. While 68% of the rural population of Zimbabwe has access to safe water, only 
24% has access to safe sanitation. None of the countries is expected to meet the 2015 
MDG of improved sanitation targets in urban areas.  
 
50. Access to water and sanitation is still low in the sub-region with lower progress in 
sanitation. According to the 2008 JMP Snapshot Report, access to improved water supply 
sources range from 42-100% coverage levels and for improved sanitation, range from 31-
59% except for Madagascar with only 12% access rate and Mauritius with 94% coverage 
level. However, analysis of the data reveals that, other conditions remaining equal, only 
Botswana, Malawi, Mauritius, Namibia, South Africa and Zimbabwe are on track to meet 
the MDG target on improved water supply sources, while Malawi and Mauritius are on 
track to meet the MDG target on safe sanitation.  
 
51. There is a need to domesticate and strengthen the SADC Regional Water Policy, 
adopted in 2006 and to orient country policies on water towards factors such as 
environmental sustainability, income and jobs generation and ability to contribute to 
addressing inequality in the countries and the sub-region as a whole while strengthening 
the management of shared ground and surface water resources in the sub-region.  
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 iv.   Transportation infrastructure 
 
52. The joint implementation by Botswana and Zambia of the feasibility study on the 
Kazungula Bridge on the Zambezi River, a project, which will open up the movement of 
goods and persons in Western Zambia and the DRC. Programme is at the final 
preparatory stages. The implementation is under the COMESA/SADC transit transport 
facilitation programme. Under the COMESA/ECA/SADC Tripartite arrangements, the 
North South Corridor Pilot project under the Aid for Trade programme, the Donors 
conference held in Lusaka , Zambia in April 2009 committed US$1.2 billion for 
upgrading road, rail, ports and energy infrastructure to support implementation of trade 
facilitation instruments. The following mechanisms were proposed to ensure effective 
implementation of the corridor projects:  

 
(i) Establishment of an institutional framework for financial and programme 

management coupled with a monitoring and evaluation component; 
(ii) A framework for harmonization and implementation of policies and 

regulations; 
(iii) Establishment of a tripartite fund for funding projects; and, 
(iv)  Eestablishment of special purpose vehicles to drive project investment 

through public private partnerships. 
 
53. Other major projects underway in the region include (i) the various one-stop-
border projects being implemented at several crossing points in Southern Africa based on 
the SADC Model Legislation for one -stop-border- posts; (ii) the feasibility study of the 
proposed Kimberely-Maseru-Durban Railway Line; (iii) the rehabilitation of the Port of 
Luanda and the Lobito Cor ridor; (iv) Dredging of the Port of Beira and upgrading of the 
Sena Railway Line; upgrading of the road on the Nacala Corridor 
 
54. The role of transport services for growth and integration,inter and intra-regional 
tradeand poverty alleviation cannot be underplayed. However, its contribution to the 
overall cost of doing business in the SADC region ranges between 10% in South Africa, 
30.4% in Zambia and 55% in Malawi. The transit transport facilitation programme has 
sub components which are aimed at harmonization of these costs through the 
implementation or rationalised road user charges, axle overload control initiatives and 
other interventions. 
 
55. In the field of air transport, the latest progress achieved in this sub-programme has 
been the adoption of the joint air transport competition rules. Furthermore, a Regional 
Competition Authority has been set up to oversee the airline air transport operations in 
Eastern and Southern Africa.  
 
 v. Information and Communication Technology (ICT) Policy Development                               

 Status in the SADC Region 
 
56. The Regional Indicative Strategic Development Plan (RISDP 2003) emphasized 
the need to harness ICT for development with focus on policy,  infrastructure and human 
resources.  In terms of the ICT policy by the end of 2008, all the SADC countries had 
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initiated the process of developing their respective ICT policies1 to reflect overall 
development priorities, redefine sectoral policies and the introduction of regulatory 
framework aimed at improving ICT efficiency and building infrastructure. However, 
these countries are at different stages of ICT policy development. According to available 
information, 14 countries have at least developed ICT policies (Angola, Botswana, 
Lesotho, Madagascar, Malawi, Maur itius, Mozambique, Namibia, Seychelles, South 
Africa, Swaziland, Tanzania, Zambia and Zimbabwe). Among these countries for 
example, Angola, Botswana, Madagascar, Mozambique, South Africa, Namibia and 
Swaziland have completed their policy formulation processes and have initiated the 
implementation of the designed policy plans.  DRC are in the process of developing their 
ICT policies. In an effort to develop ICT in Southern Africa, SADC and ECA, in 
partnership with member States and some cooperating partners developed a project on 
ICT  Strategy (e-Strategy) to address convergence issues and harmonisation of ICT 
infrastructure, services and indicators as well as promote ICT usage for regional 
economic integration, enhancement of connectivity and access to ICT services among 
and within the Member States.   
 
57. International Telecommunication Union (ITU)2/ developed ICT Development 
Index (IDI) to monitor performance of ICT developments and measure the digital divide 
against statistical indicators benchmarking, evaluating and monitoring international 
performance. Table 3.2 below shows the SADC region IDI ranking values in 2002 and 
2007 as well as ICT access, use and skills.  It shows that there has been on the average an 
overall improvement in ICT access, use and skills in the SADC region. The level of use 
in the SADC countries is lower than access and is more significant in counties such as 
Botswana, Lesotho, Mauritius, Namibia, Zambia and Zimbabwe and much more in 
Mauritius, South Africa and Zimbabwe than in others.   
 

Table 3.2: ICT Development Index (IDI) (2002 and 2007) 
Changes from 2002 -2007 SADC 

Countries 
IDI 
2002 

IDI 
2007 

2002 
Rank 

2007 
Rank 

IDI 
Rank 
Shift 
2002-
2007 IDI ICT 

Access 
ICT 
Use 

ICT 
Skills 

Angola          
Botswana 1.70 2.10 101 109 -8 0.40 0.82 0.08 0.21 
D.R. Congo 0.92 0.95 144 151 -7 0.03 -0.02 0.01 0.20 
Lesotho 1.15 1.48 119 123 -4 0.33 0.60 0.08 0.25 
Madagascar 0.96 1.36 140 133   7 0.40 0.71 0.01 0.57 
Malawi 0.95 1.19 141 141   0 0.22 0.41 0.02 0.04 
Mauritius 2.45 3.45   61   62 -1 1.00 1.23 1.02 0.47 
Mozambique 0.77 1.02 148 148   0 0.25 0.35 0.04 0.50 
Namibia 1.58 1.92 108 112 -4 0.34 0.70 0.07 0.13 
Seychelles          
South Africa 2.11 2.70   77   87 -10 0.59 1.16 0.18 0.30 
Swaziland 1.32 1.73 113 113   0 0.41 0.85 0.06 0.21 
Tanzania 0.96 1.13 138 145 -7 0.17 0.30 0.03 0.18 
Zambia 1.08 1.39 124 129 -5 0.31 0.33 0.13 0.63 
Zimbabwe 1.29 1.46 115 126 -11 0.17 0.19 0.21 0.01 
Source: ITU 2/ 

                                                 
1 UNECA 2009, Implementing the WSIS Action Lines in Africa, Analysis of Country Reports, ISTD, 
ECA, Addis Ababa, Ethiopia. 
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 vi.   Energy in Southern Africa 

 
58. Southern Africa continues to face critical energy shortages and has an urgent need 
to bring on line several energy generation projects.  Over the last year, Namibia, South 
Africa, Zambia and Zimbabwe have had to resort to load-shedding as a stop-gap measure 
in order to conserve energy. South Africa, the region’s economic powerhouse, has been 
particularly badly hit by energy shortages with its mining industry – the mainstay of its 
economy – temporarily shutting down operations in January 2008 while the power supply 
situation stabilised. South Africa’s industrialists say the shortages are costing them 
billions of South African rand. Mining accounts for about 15 per cent of South Africa’s 
electricity demand.  
 
59. Zambia and Zimbabwe experienced severe blackouts in early 2008. In Zimbabwe, 
power blackouts have disrupted industry and commerce, and affected the country’s 
telecommunications network.  Other countries in the region such as Botswana, Namibia 
and Swaziland, which rely on South Africa for their energy supplies, have had to turn 
elsewhere for energy. Swaziland, which at present imports 80 per cent of its electricity 
needs from South Africa, has initiated talks with Mozambique; while Namibia and 
Zimbabwe have put in place a power-sharing deal that involves Namibian investment. 
 
60. The SADC region plans to spend USD 7.88 billion on short-term projects to boost 
power supplies over the next two years while a further USD 32 billion is earmarked for 
longer-term electricity generation projects. It’s been calculated that in order for its 
economies to operate properly, the region needs reserve supplies of 10 per cent in terms 
of installed energy capacity.  
 
61. The region not only needs energy to fulfil its economic ambitions: in 2010 South 
Africa is hosting the football World Cup, while Angola is the venue of the African Cup 
of Nations soccer showcase. Both events will require substantial energy supply inputs. 
 
 vii.    Mining 
 
62. Aggregately, the mining sector is the largest source of foreign exchange earnings, 
a very significant employer and accounts for a large proportion of the GDP. It is therefore 
not surprising that while the SADC economy did well during the 2007/2008, on the back 
of the commodity boom, the period 2008/2009, has been dominated by the negative 
impact of the global economic crisis on the SADC mining sector due to a sharp decline in 
commodity prices on account of reduced metal consumption. The table below indicates 
the magnitude of the drop in average mineral commodity prices. 
 

Table 1: Annual Average Commodity Price Data between 2007 and 2009 
Metal Unit 2007 2008 2009 
Aluminium $/mt 2638 2573 1372 
Copper $/mt 7118 6956 3268 
Lead Us cent/kg 258 209 111.7 
Nickel $/mt 37230 21111 10858 
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Silver US cent/troy oz 1341 1500 1242 
Tin US cent/kg 1454 1851 1121 
Zinc US cent/kg 324.2 187.5 115.0 

Source: World Bank, March 2009 
 
63. Due to the price falls, in Botswana, the major diamond mines were shut for 
several months to conserve cash and reduce existing diamond inventories in order to prop 
up prices. The largest copper-nickel, Bamangwato Consolidated Limited (BCL) had a 
large financial infusion when its major shareholders, Anglo American and Amex, quit 
leaving Government no option but to save the 5000 jobs. Government now owns 93% of 
BCL’s shares. The Botswana Government is providing relief through deferred royalties to 
help companies bridge their liquidity problems  
 
64. Similarly in South Africa, platinum mines have been operating at about 30% 
reduced capacity due to problems in the motor vehicle industry, the major consumer of 
platinum, while ferrochrome mines are operating at 40% capacity. This has led to a 
suspension of royalty payments by the state. In Tanzania, the industry is cost 
restructuring with a significant reduction in head count and spending. In Zambia some 
mines have either closed down or were put under care and maintenance, performing only 
the essential services to keep plant equipment serviceable. In Zimbabwe all Nickel mines 
and all smelters are currently on care and maintenance, while Platinum mines have been 
operating at 40%.Nickel mines are on care and maintenance. 
 
65. While the effects of the crisis on the SADC mining sector are variable, the main 
outcome has been greatly reduced government revenues, coupled with a reduced capacity 
to finance social spending, rising unemployment and a distortion of macroeconomic 
fundamentals, such as a depreciation of exchange rates, rising inflation rates and reduced 
foreign reserves. Zambia, for example has shed 10,000 jobs, the democratic Republic of 
Congo 200,000 and Botswana about 1,000 jobs. The loss of foreign exchange earnings 
has led to significant currency depreciation in South Africa, Lesotho, Mozambique, 
Botswana,  Angola and Zambia. 
 
66. A recent ECA-SA meeting considered the above negative impacts on the SADC 
economy and made recommendations to the SADC Ministers to be convened in July 
2009. These include: the adoption of a flexible  tax system to provide more financial 
liquidity to the mining companies; diversification of economic sectors through diversified 
mineral output and the creation of manufacturing value added; increasing local 
participation in mineral projects to increase their retained value to the national economy; 
providing incentives for exploration which has virtually come to a stand still; investing in 
infrastructure to support the mining industry and provide a platform for exploiting the 
next upswing of prices; and general cost reductions by exploiting variable work hours, 
reducing expatriate personnel costs and looking to the sub region for sourcing inputs into 
the industry. 
 
67. These issues emphasize the need to implement a harmonized approach to the 
development of the mineral sector in the SADC region.  
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V. SOCIAL DEVELOPMENT CONDITIONS 

 i.    Millennium Development Goals (MDGs) 

68. Poverty continues to be the greatest development challenge in the sub-region and 
remains pervasive in a number of countries. According to the 2008 UN Millennium 
Development Report, the recent increases in the price of food have had a direct and 
adverse effect on the poor.   With the mid-year past to the target date of 2015, more 
efforts are required to overcome the scourge of poverty in the sub-region. Perennial 
problems of jobless growth, extreme regional disparities, inadequate spending on health, 
education, water and sanitation,  and infrastructure coupled with the declining aid flows 
induced by the current global recession need to be addressed as a matter of priority. This 
calls for a systemic shift in political will, domestically, regionally and globally if the 
ideals of the MDGs are to be achieved. 
 
 ii.   Population and demographic dynamics 
 
69. Although many Southern African countries have been devastated by the scourge 
of HIV and AIDS, many of them continue to have high fertility rates which 
correspondingly have led to increasing populations across the sub-region. The projected 
population trends also depend on achieving a major increase in the proportion of AIDS 
patients who get anti-retroviral therapy to treat the disease and on the success of efforts to 
control the further spread of HIV.   Angola, DR Congo, Madagascar, Mozambique and 
Tanzania have annual population growth rates of more than 3% which is more than the 
African average of 3%. On the other hand, Lesotho, Mauritius, Swaziland and Zimbabwe 
have annual population growth rates of less than 2% while the rest of the countries in the 
sub-region lie between 2% and 3% respectively.  
 
70. As a policy matter, there should be deliberate efforts and policies to target the 
youths in the sub-region to empower them with survival skills, education and 
employment opportunities for their meaningful integration in the regional development 
programmes.   
 

iii.   HIV and AIDS 
 
71. AIDS has continued to claim growing numbers of adults. Available data show 
that national prevalence rates stand as follows Angola (2.1%), Botswana (24%), Lesotho 
(23.2%), Malawi (11.8%), and Mozambique (14%). Others are Namibia (19.6%), South 
Africa (11%), Swaziland (26%), Tanzania (5.7%), Zambia (14.3%) and Zimbabwe 
(15%). The three Island States of Madagascar, Mauritius, and Seychelles continue to 
exhibit low cases of HIV.  However, orphan prevalence is rising steadily in many 
countries with increasing uncertain future. However most countries in the sub-region 
have aggressive ART programmes to mitigate the impact of the epidemic. 
 
 
 

iv.    Education and Training 
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72. There has been generally an increase in gross enrolment rates in primary schools 
in a number of countries across the region. As of 2008, most southern African countries 
the primary enrolment rates for both boys and girls remained over 80 percent. The youth 
(15-24 years) literacy rates also remained at above 90 percent.  Despite this progress 
several challenges remain such as the high pupil-teacher ratios, lack of requisite teaching 
aids and limited number of schools to accommodate the ever-increasing numbers of 
children who need school places. There is therefore need to build new schools and 
employ more teachers which is a prerequisite for meeting the MDGs on education. 
 
 v.     Gender and Development 
 
73. Women in southern Africa continue to face challenges of systemic poverty and 
socio-legal minority status that restricts them full access to and control over productive 
resources.  Despite the institutional framework in place, the sub-region still faces 
challenges related to mainstreaming gender into critical areas like national budgets as 
well as in generating and effectively using gender disaggregated data for monitoring and 
evaluating policies and strategies such as poverty reduction and MDGs. 
 
74. South Africa has taken a practical move to narrow the gender gap in access to and 
participation in economic structures and policies is, through its innovative Women's 
Budget Initiative (WBI) introduced in 1995.  The WBI, which is proving to be one of the 
best practices to engender national budgets, is designed to impact on the structures of 
allocating resources to ensure that women and men benefit equally.  WBI has evoked 
widespread interest not only in South Africa, but beyond its borders. Mozambique, 
Namibia and Tanzania have devised ways to introduce women-friendly national budgets 
following the South African experience. 
  
75. In August 2008, SADC member states signed a Gender and Development 
Protocol, which is a legally binding instrument that will harmonize the various 
commitments that SADC member countries are signatory to. The protocol seeks to 
translate commitments into concrete enforceable actions and to accelerate all efforts to 
achieve gender equality. The protocol provides legal and policy frameworks that enhance 
implementation of the agreed commitments as a strategy to deepen regional integration, 
sustainable development and community building. 
   
76. However, Southern Africa continues to make staggered progress in their efforts to 
attain parity in representation of women in all spheres of power and decision-making.   
Sustainable development and gender equality in Southern Africa will depend on: 

 
(i) More efforts to build the capacity of national experts to collect gender 

disaggregated data to enhance integration of gender perspectives in the 
development process. 

(ii) The need to expedite review and amendments of discriminatory laws and 
procedures to ensure women’s access to productive resources and 
sustainable economic empowerment. These measures should be supported 
with harmonized gender responsive services setting up entrepreneurial 
programs, development funds and women centered credit institutions.  




