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54% 1 60+% 1

Phosphate 27% 1 66% 1

Gold 20% 1 42% 1

Chromium 40% 1 44% 1

Manganese 28% 2 82% 1

Vanadium 51% 1 95% 1

Cobalt 18% 1 55+% 1

Diamonds 78% 1 88% 1

Aluminium 4% 7 45% 1
2



¨ The consequences of a country that bases its 
economic activity on natural resources will be 
subject to diminishing returns. 

¨ This dependency on natural resources was 
precariously higher than activities based on 
increasing returns such as higher skills based on 
humanity’s inventiveness and skills. 

¨ “The more such a nation produces of the specific 
resource-based product, the poorer it gets and the 
environment suffers” This is referred to as “the 
double trap of resource based nations”  - Reinert (2000)



¨ Southern Africa poverty is rife with 70 percent of 
the region’s population existing on less than US$ 2 
a day, while 40 percent exists on US$1 day. 

¨ At least 80 percent of the population does not have 
access to electricity and depends on biomass to 
meet its energy needs 

¨ Agricultural production has declined in most 
SADC states and increased marginally in others. 
The region’s population increased from 152 million 
to 249 million between 1990 and 2006 but the 
region’s total cereal production has stagnated since 
1990. 



¨ SADC is characterised as a food insecure region.. 
¨ In addition to structural poverty, climate change is 

another factor deepening the state of poverty. 
¨ Climate change has affected normal weather 

patterns and over the past two decades food 
production has been adversely affected by 
droughts in various parts of the region. 

¨ The region also faces scarce water resources as part 
of it are arid and semi –arid. In 2020, it is projected 
that 75-250 million people will be exposed to 
increased water stress and changes 





Sources: International Energy Agency (2006); World Resources Institute (2006)
Notes: kgoe = kilograms of oil equivalent; kWh = kilowatt hours; 

Jeremy Wakeford 2006, IGD Paper on Energy Dependence & Use in Southern Africa: Challenges & 
Opportunities, 



¨ World Bank and United Nations Development 
Programme reveals over the past decade, Sub-
Saharan Africa’s has had an impressive 
economic performance that has resulted in 
marginal poverty reduction

¨ With the proportion of people living on less 
than US$ 1.25 a day decreasing from 56.5 
percent in 1990 to 47.5 percent in 2008.



¨ The challenge remains in translating increased 
growth rates into the improving the lives and 
well-being the majority of the southern African 
people living in poverty and struggling to 
survive. 

¨ What is clear is that the international economic 
order does not distribute benefit as claimed by 
neoclassical theory and that state intervention 
is required to ensure adequate distribution of 
benefits.



¨ Current programmes such as Poverty Reduction 
Strategies and their associated Poverty Reduction 
Strategy Papers (PRSP’s) are supposed to be the 
main vehicles in low-income countries to attain the 
Millennium Development Goals (MGD’s). 

¨ PRSP’s are tethered with neo-liberal ideology and 
the approach is more focused in stimulating 
growth and less on complementary policies to 
reduce structural poverty. (Fantu Cheru, 2006)

¨ PRSPs in their current form may continue to 
weaken the role of governments to tackle poverty 
and entrench donor dependency. 



¨ Begin to put in place alternatives that would 
open up considerable policy space for poor 
countries. 

¨ The State has to undertake pro-poor 
development strategies, focusing on the 
development of human capabilities encourage 
labour absorbing industries to generate 
employment and income and provide basic 
social services to those most indeed. 



¨ Increasing taxation of the wealthy and 
corporations
¡ Between 1970 and 2008, illicit financial flows from Africa 

amounted to about US$854 billion (of which US$175 
billion flowed out of southern Africa), which could have 
satisfied the continent’s external debt obligations and left 
a surplus of US$600 billion to reduce poverty and 
stimulate economic development. 

¡ Tax is an important source of revenue for governments 
and a tool to improve domestic resource mobilization so 
that tax can be used, as a positive instrument for 
redistribution to meet people’s socio-economic 
development needs 



¨ Stronger government intervention in the 
economy 
¡ It is time for southern African countries to re-think 

neoliberal policies as a development model, particularly 
those espoused by the Washington Consensus and 
advocated by the international financial institutions, 
notably the World Bank and the International Monetary 
Fund austerity policies. 

¡ Need to engineer locally based strategies for generating 
social and economic development. 

¡ Countries like South Africa can claim macroeconomic 
management success, but how this translates in better life 
for all remains a major challenge. The African economy is 
prioritised by global integration rather than internal 
integration. 



¨ Change in Macroeconomic Policies suitable for 
Economic and Social Development
¡ The state needs to stipulate conditionalities for 

investment and regulate the market. The problems with 
existing approaches to macroeconomic policy in Africa 
were rapid liberalisation for trade and capital flows. 

¡ Countries that were faced with serious balance of 
payments and debt servicing difficulties and resorted to 
big-bang liberalisation, sharply reducing tariffs on wide 
range of products, particularly agriculture and rapidly 
shifting from import substitution to export promotion. 
Governments need to regulate capital controls and fixed 
exchange can be used for expansionary policy.  

¡ Fiscal and monetary policies need to support local 
investment particular in the “informal” economy, 
improved public services and appropriate technology 
development as Africa can’t rely on foreign investors in 
terms of its long-term sustainability. 



¨ African countries were encouraged to look to FDI to 
finance the gap and to address debt, which facilitated 
privatisation of social services and of the commons, 
particularly land. 

¨ The largest part of FDI goes to the EXTRACTIVE 
SECTOR. In part FDI would take into account 
backward and forward linkages and spillovers but this 
did not happen.

¨ There has been a race to the bottom by African 
Industry to attract FDI. 

¨ Need to exposing investment agreements that provide 
a range of tax incentives to companies such tax 
holidays. 

¨ It is vital that civil society deal with fair and just 
taxation and not to be too preoccupied with 
Corporate Social Responsibility as it not the role of 
corporations to provide public services but that of the 
State. 



¨ An overarching strategy calls for the re-
building of the national project where the State 
plays a central role in building a 
developmental agenda to tackle poverty 
eradication. 

¨ The prognosis of a development state could be 
along the lines of Polyani’s ideas of 
redistribution, reciprocity and purposeful 
trade. 



¨ Civil society has a central role of the in influencing 
government policies. Strengthening the role of civil society 
in the region and continent is vital. Lessons can be learnt 
from South America in organising the civil society to 
effectively influence government policy. 

¨ Implementing public sector/service reform to enhance 
redistributive measures constitutes the essence of the 
poverty-eradication through building participatory, 
democratic processes from the community level up and 
building redistributive mechanisms into policy making 
from the state down.

¨ As demonstrated by the late President Chavez, theough
Improved distribution of oil revenue and land; economic 
infrastructure construction; progressive social policies: 
‘oriented to a humanist society based on full respect for 
citizenship rights’; i.e. education and healthcare for all, 
decent employment, land to those who work on it, food 
security, and ‘genuinely leading role played by the 
people within the national political dynamics.‘ 


