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Outline of Development Policy

1.

.. Background

Angola is actually facing a very dramatic socio-economic situation. In spite of a
peace a agreement signed in 1991 and elections in 1992, the country experience
a still more ravaging war that aggravate the already very difficulty economic
situation. According to estimates published on national accounts, in 1993, GDP
at market prices declined by 22.6%, while the average inflation rate was about
1400%, the balance of payments global deficit increased by 55%, the budget
deficit increased by 11% in real terms and represented 24.7% of GDP, half of
which was financed with external resources (13% of GDP). The real liquid assets
that in August 1992 were worth about US$638.0 millions, decreased to only
US$135 millions by December 1994, The official exchange rate that in February
1993 was 7000 kwanzas per dollar, because 11002.5 in February 1994 and
72570.1 in May 1994. The parallel exchange rate in the same dates were
10270.8, 130000.0 and 168710 kwanzas per dollar respectively. The gap
between the official and parallel exchange rates increased from 46.7% in

February 1993 to 1081.5% in February 1994, reducing io 132.5% in May 1994,
Objectives

In face of the existing economic difficulties, the Government announced in 1987
a program of reforms of economic policies designated as Program of Economic
and Financial Restructuring(SEF) aimed at a reduction of the budgetary deficit,
liberalization of prices, adjustments in wage levels, devaluation of the kwanza,
separation of the central bank and commercial bank functions, control of the

money supply-and improvement in the allocation of financial resources.

In fact, SEF reforms program may be regarded as aiming mainly to the
institutionalisation of a new approach of economic policies. The implementation
of the economic reforms formulated in the SEF was initiated with the Program of
Econofnic Recovery (PRE) covering the years 1989-1990 and continued with the
Economi(_: aﬁd Social Program (PES) covering the year 1994, An Economic and

Social Program for 1995 is being prepared.

From one program to another, more concrete measures aiming at a fuller

implcme_nta_'tion of the objectives of SEF reforms are undertaken. However, the
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PES for 1994 constitutes a new step forward for economic policy in Angola
because it was the most comprehensive and consistent formulation of economic

policy in Angola based on a quantified assessment of the economic situation.

Since 1988, the Government approved several laws with the objectives of
establishing the new basic framework for-the economic policies and economic
reforms to be undertaken in specific areas, such as development of financial
system, foreign exchange policy, restructuring of public enterpriscs, privatization

and development of private sector, foreign investment.
Main Contents and Characteristics

Among the measures of these reform programs there are measures of financial
stabilization and measures of structural reforms in the economic system. The
former inciude (i) redl_lction of the deficit of the state budget, (ii) adoption of new
method of ﬁnancing the -budget deficit, (iii) restructuring of the financial
situation of public enterprises, (iv) strengthening of the financial system, (v)
reform of domestic credit policies, (vi) rescheduling of external debt, (vii)
liberalization and adjustments in controlled prices and (viii) adjustments in the

exchange rate.

The reduction of the budget deficit is one of the most important measures and is
expected to be achieved mainly through an improvement in the tax collection,
the devaluation of kwanza and a siricter control of budget expenditures. A

market for public debt securities will be developed.

The measures of structural reforms include (i) the enlargement of the role of the
autonomy for public enterprises (ii) the revisions of the legislation on foreign

investment and (iv) the improvement of the planning system.

The measures of structural reforms include (i) the enlargement of the role of the
private sector, (il) the increasing of the autonomy for public enterprises (iii) the
revision of the legislation on foreign investment and (iv) the improvement of the
planning system.’

Priorities

The full process of reform of the cconomic system and economic policies in
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Angola, is being and has still to be extended for several years and implemented
in a gradual approach. In face of the seriousness of the distortions, priorily has
been given to the achievement of more efficiency through the reduction of
administrative interference, a more significant role for the market and
competition and a greater decentralization of economic decisions. In addressing
the budget deficit problem, priority is being given to the control of expenditures
combined with the depreciation of the exchange rate and increasc in controlled
prises. Since the initial stages of implementation of the reform programs
significant changes in the tevel of wages and liberalization of many prices had to
be introduced, in order to stimulate production. Given the strong effect of the
exchange rate on eil export revenuc and the significant dependence of the
Angolan economy on imports priority is also being given to efforts aimed al
significant changes in the administrative system of allocation of foreign

exchange.
Preconditions for Achievement

In order that the measures of financial stabilization and measures of structural
reforms in the economic system in Angola may fully resull in restoration of the
basic macroeconomic balances and in significant improvement of allocation of
resources creating a favourable environment for a process of self-sustained
growth, the war situation should give place to peace and security conditions.
Among of the economic effects of war that are determinant for economic policy
are the destruction of physical and human capital, the non-productive use of a
large share of the already limited available resources, the disruption of the
circulation network of goods and personss and the general climate of uncertainty

that affects economic activity. The succes in implementing the programs will

. also depend on the strengthening of the political capability and in institutional

- capacities that ensure that the measurcs adopted can be implemented. This is

particularly relevant in regard of the control of the expenditures and the controd
of the expansion of credit as well as in regard of the organization and operation

of the capital and foreign exchange markets. Special measures have to be

- addressed to an alleviation of the difficult situation faced by the most exposed

sectors of the pdpulaiion, including actually more than 3.0 miilion displaced

persons, returnees, conflict affected and demobilized.
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Current Status of Development

2.1,

- (zovernment’s Function

Under the framework of the market economy that is emerging from the reform
programs in Angola, the Government is no longer expected to be the main
producer of goods and services. Its main function is now being concentrated the
creation of a stimulating macroeconomic environment for the private sector,
which is regarded as the main motor of the economic growth. Indeed, it is now
being recognised that the most important issue is no longer the extent but the

quality of the role of the State.

According to the reform programs, the Government has mainly to improve the
legal environment for private cnterprises, facilitate conditions for the installation
of new enterprises, establish programs of incentives for private enterprises,
promote the development of the economic and social infrastructure (water supply

facilities, power plants, roads, railways, education and health facilities, etc.).

The improvement in the capacity to formulate, assess and implement economic
policy is also a main concern -of Government. Particularly crucial is the
improvement of the Government’s capability to coordinate the various economic
policy measures ‘in order to stimulate the emergence of an indigenous
entrepreneurial talent. Such measures include the removal of undue regulatory
constraints, the improvement of infrastructure, th.e broadening of the financial

system in particular in order to facilitate access to bank credit.
Private Sector’s Function

The most important private enterprises in Angola are owned by foreigners
Angolan private entrepreneurs in the formal sector are just now emerging, in
special with the privatization of some small public enterprises. Therefore they
lack experience and capacities. However they are called to take advantage of the
enabling macroeconomic environment that is emerging with the Government’s
reform policies in order to become the main motor of a self-sustained growth.
The new legislation on economic activities enlarge very susbstantially the sectors

in which private enterprises are expected to play the key role.

ODA’s Function
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The ODAs will get the best results from their activity if they consider the
Government’s effects to achieve macroeconomic stability as the paramount
guideline for their activity. In particular ODAs should provide assistance in the
improvement in the Government’s capacity to formulate, assess and implement

cconomic policy.

While Angola is struggling to reach macroeconomic stability, the ODAs should
actively support these programs, specially in regard of the preconditions for their
successful implementation. Particularly important in this regard is the exccution
of small size projects to improve the social conditions in the local communities

{basic health care, drink and irrigation waler supply, food production, secondary

roads, administrative facilities etc.)

Human Resource Development

Human resource development has to play a key role in the development of
Angola. Given the very poor overall human conditions, priorities in this sector
include the alleviation of poverty through small programs to be implemented in
benefit of and with an active participation of local communities, the reduction of
unemployment through an appropriale mohilization of the informal seclor and
system of incentives for the development of a network of small size enterprises,
the improvement of general education and vocational cducation 1hrough the
extension of the network of primary schools and vocational centres and teacher
training, the improvement in public health conditions through the extension of
the basic care facilities and the increase of food production and improvement in

nutrition through the rehabilitation of the rural population production capacities.

3. Development Issues and Perspectives Toward the 21st Century

3.

1.

Development Issues

The most determinant development issue in Angola after the war, is the lack of
technical capauty, skilled personnel, and appropriated institutional capacities.
This is actmg as a serious- limiting factor in the implementation of measures
aiming at fiscal and monetary control. Deficiencies of the institutional design
and lack of skilled personnel in public administration led to poor performance in

decision-making and implementation of policies. If significant improvements are
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not achieved in the next years, Angola will not be able to make use of its

development potential.

The high degree of disrupiion of the economic and social infrastructure and
productive capacities will require very high levels of investment which can not
be achieved with the actual low level of the national saving rate. However, the
level of saving will not raise significantly until success in the reduction of the
fiscal deficit and in the rate of inflation to levels consistent with real and positive
rate of interest is achieved and the deficiencies in the banking system are
competition between demand for alleviation of the very severe human and social
conditions and the productive investment demand, if not tackled judiciously,
may led 1o a subordination of the 10:1g-ferm - structural  transformation
requirements to short-term exigencies of the immediate needs in setting national

priorities.
Perspectives

Given the enormous war damage, in the short term, the highest priority will be to
respond to economic emergence. As soon as sécurity conditions are
re-established, in the different regions of the country, a minimum level of
productive activity and social life will have .to be restored at local community
level. This will require the repairing of the country infrastructure, the
re-establishment  of the institutional and administrative structures, the
resettlement  of displaced population, the Tre-establishment of food
self-sufficiency, the rebuilding of education and health facilities, the revival of

the system of commercialization of goods and services. etc.

After reaching monetary stability, Angola will face the task of take good
advantage of its potential for economic development. 1Théref0re, the
development of an adequate knowledge base is the main issue of a national
development strategy. The cornerstone of such a strategy has to be an upgrading
of human resources, and therefore, its priorities have to be established in the key
sectors of educalion, health, nutrition and labour, The improvement of the
quality ‘in the education system is. crucial for the achievement of an overall
development strategy aiming at an efficient allocation resource, a self-sustaining
growth and an institutional and social change. Agro-industrial expansion relied
on technological progress and foreign trade should then be the engine of a

sustainable grthh.
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1. Introduction:

1.1 The initiative taken by the Japan Intemmational Cooperation Agency (JICA) and
Canadian International Development Agency (CIDA) to work towards a new
development Cooperation framework for the Southern African region could not
have come at the right time other than now. This is the time when partners to the
Southern African Customs Union Agreement; Botswana, Lesotho, Namibia,
South Africa and Swaziland are renegotiating the Agreement in light of the
changes in South Africa, and when the global economic re-organization and new
initiatives such as the establishment of the World Trade organization and the

new political dispensation in the Southern African region take place.

1.2 Also, the Southern African Development Community (SADC) is in the process
of establishing foundations for economic cooperation among members since the
declaration by Member States to convert the organization to a Development
Communify. A search for a suitable cooperation framework for the region with

third countries and other economic groupings is unabated each passing day.

2. Lesotho’s Background:

2.1 Popuiation:

2.1.1. Lesotho is a Kingdom in Southern Africa with a population of 1.8
million growing at the rate of 2.6 percent per annum. Lesotho’s
population is young, forty (40) percent of the population constitutes
children under the age of 15 years and seventy (70) percent of the
population is between 15 and 60 years of age. People of Lesotho are a
homogeneous group identified by one language, Lesotho. English is
also an official language used as a medium of instruction throughout
all levels of educational system. A reasonably high literacy is one

principal feature of Lesotho’s people.
2.2 Resource Base:
2.2.1 ‘The couniry is largely mountainous, The Maloli mountains cover
-almost two-thirds -of the country with heights of more than 3,000

metres above the sea level. This range of mountains which wear snow

in winter, forms.a reservoir of Lesotho’s “White Gold”(water). The

-



A COUNTRY PAPER ON LESOTHO

total area of Lesotho is 30,358 square kilometres. The country lies
hetween the southern latitudes 28 degrees and 31 degrees and eastern

longitudes 27 degrees and 80 degrees and is.completely surrounded by

" the Republic of South Africa.

2.2.2 Though the deposits of natural resources -are limited including
diamond, Lesotho beasts of the abundance of water, clay and rock
from which the Lesotho Highlands Water Development Project, the
largest water scheme project at least in Africa that involves complex
engineering works, ceramic building bricks and walls and floor tiles
industry and sandstone cutting industry derive, respectively.

2.3 Principal Economic Sectors:

2.3.1 Agriculture:

2.3.1.1  Agriculture remains the key subsector of the economy.

Eighty percent of the population derive their living from

agriculture in terms of income, food and employment,

However the scope for agriculture to contribute signiﬁcantly
to overall economic development is limited due to the fact

that only about thirteen (13) percent of the total land area is
suitable for cropping. Wool, mohair, skins and hides are the
major agricultural export products. However, the relative

share of agriculture to the Gross Domestic Product has been

declining since the 1980’s duc to among other things,
encroachiment of human settlement on arable land, a series of
years of drought, and growth in the other seciors of the

economy mainly construction and manufacturing industries,

2.4 Manufacturing Industry:

2.4 .1 The manufacturing industry performed very well during the past two

decades and surpassed agriculture in terms of contribution to the Gross
National Product. This sector has potential to curb the thirty-five (35)
percent unemployment rate prevailing in Lesotho. it is dominated by
the textile and clothing industries and food and beverages industries.

The share of leather and electronic industries in the industrial output

— 2
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and employment is relatively small. In terms of exports, the clothing
industry has assumed a dominant role. The Southem Africa Customs
Union area forms a significant market for Lesotho’s exports, Europe
and north America are second and third largest trading partners of

Lesotho, respectively.

2.5 Building and Construction:

2.5.1

Building and coustruction sector has recently become one of the
principal sectors of the economy in terms of its contribution to the
Gross Domestic Product (GDP). The activities associated with the
Lesotho Highlands Water Project are largely responsible for the
impetus reflected in this sector. A framework for facilitating linkages
between the indigenous small and medium term entrepreneurial
activities with the Lesotho Highlands Water Projects is being

developed.”

2.6 Water and Energy:

2.6.1

As far as the water and energy sector development is concerned, an
insignificant proportion of the population have access to electricity, a
majority of whom reside in the urban areas. There is a rural

electrification programme in place which was developed to connect

“villages within five (5) kilometres of existing and planned transmission

lines. Government has planned (o establish some hydro power stations
as part of the Lesotho Highlands Water Project. A breakthrough in
improving access to clean drinking water has been made, 30 to 40
percent of the population in the rural areas has access to piped water.
The proportion of urban residents having access to piped water is

significantly high, ninety(90) percent.

2.7 . Tourism:

The tourism sector of Lesotho though. untapped at the moment is seen
as one key sector with a great potential to contribute to the overall
economy of the country. The sector has potential for widest linkages
with other sectors of the ‘economy. A master plan has just been

completed within the tourism sector development of SADC to exploit

— 3
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the Lesotho’s scenic beauty, refreshing climate and possibilities for
winter sports and to develop.the tourism infrastructure. Lesotho has
been entrusted with the responsibility of coordinating SADC tourism

programines,

2.8 Transport and Coinmunications:

2.

2

8.

8.

2

Lesotho is linked to South Africa by roads which provide connections
to the South African ports. The rail network entering Lesotho is only in
the Capital, Maseru. The rest of the rail network indirectly approaches
Lesotho at several other points, lines run near Lesotho’s borders and
goods are transported by road to and/or from the nearest station
in South Africa. Moshoeshoe I, international airport connecls
international service of daily flights between Maseru and the South

African international airport in Johannesburg, Jan Smuts.

The internal transport network is mainly by roads comprising of
approximately 470 kilometres of tarred roads most of which connect
the main urban centres. The rest of the system consists of dirt roads,
tracks and mountain paths. The road infrastructure is undeveloped
relative to the needs and rapid growth of trade and the need for

decentralized investment.

Significant development in telecommunications infrastruciure has been
experienced in the last two decades. Yet, internal, regional and
international communications need to be improved to cater for the

increasing needs of the business community.

2.9 Education:

Government places high priority on human resource development. The
critical problems identified ére severe over-crowding especially in the
lowest standards in primnary schools, the pupil-teacher ratio is more
than fifty (50) to one teacher against a desirable ratio of fo_rty(40)
pupils to one teacher. Classrooms are crowded and this problem is also
more acute in lower primary schools. .Absence of regular in-service
training opportunities, a high proportion of uncertified teachers, lack of

relevance of the education. system to occupational and social realities

— i
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and lack of a coherent demand-driven vocational training programme

are also identified as major problems.

The hospital [acilities are owned by Government and the Private
Health Association of Lesotho (PHAL}). Health care commands highest
priority on Government’s areas of attention, The cause {or concern are
diseases associated with poverty, poor sanilation and general
ignorance. Tuberculosis which is one main cause for death among
adults, diarrhea associated with gastrocnteritis which is the main cause
of death among children under five vears of age, malnutrition and
communicable diseases such as measles and typhoid continue to pose a

threat.

2.11 Environment:

2.11.1 The environmenial problem in Lesotho is attributed to over-stocking

.2

and over-glazing that has caused damage to the condition of
rangelands. This has resulted in increasing loss of vegetative cover and
depletion of the more palatable species of grasses and shrubs. Shortage
of household energy sources has caused people in the rural areas to use
indigenous shrubs for fuel due to lack of wood trees. They also use as
fuel animal dung and crop residue that was supposed to be ploughed

back into the soil to increase soil fertility and improve on soil structure,

Soil erosion and degradation are critical problems throughout Lesotho,
Though Government has programmes in place to curb the problem of
environmental degradation, the scope of the problem requires more
resources than those that Government can afford. The Environment
Secretariat was established last year within the office of the Prime
Minister with a purpose to coordinate and monitor all programmes of
environmental protection. Lesotho is coordinating environmental

activities and programmes of the SADC.
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Policy Direction:

3.1

3.2

Government policies are directed at setling objectives aimed to improve the

welfare of all people of Lesotho, in particular, those' who were left behind by

passed developments. The nced to develop human resource capacity to manage

the economy and contribute towards development is recognized. Government

policies provide a framework for addressing the following:

Poverty alleviation,

Creating productive, remunerative employment,

Achieving a more equitable distribution of income and wealth,
Removing economic and structural problems in the sector of industry,
trade, agriculture and finance. _

and-improved training and education to create capacity for acquisition
of more advanced technology and achiéving higher - labour

productivity.

Objectives and Priorities:

A long range perspective plan containing a set of objectives and targets
for the sixth planning period is.anticipated since the fifth five-year plan
period ends in the fiscal year 1995/96. The passed development plans
had the basic objectives being to increase agricultural production
through intensive and extensive development of agriculture, to
create employment opportunities in all sectors with agriculture,
manufacturing and construction leading, to intensify soil conservation,
fand utilization and environmental protection, to encourage domestic
and foreign private in\.'estmen_t, to improve transport and
communications, to develop and improve health services, to provide
for basic cducation for all and to strengthen the planning and financial

management..

These basic objectives of the past development plans will remain being
on top of Government’s agenda for th_é fact that they are processes by
nature and require further development and sustainability given new
economic, political and social challenges. It is anticipated from the
new directives of Government that industrialization will be placed high
on agenda as a strategy to complement agricultﬁrai devélopment in-

addressing the alarming unemployment problem. The policy on

16—



A COUNTRY PAPER ON LESOTHO

improving the investment climate is being formulated with a view to
create an cnabling convironment for investment. A package of
incentives including export financing scheme in line with the
obligations to the World Trade Organization have been put in place.
Other elements such as infrastructure, fiscal measures, training of new
enfrants into the manufacturing employment, efficient and effective

services for investors and efficient utility services are being reviewed.

It is recognized that the private sector is a vehicle for investment growth and its
sustainability. Hence, policies that will enhance private sector’s competitive edge
in producing new product lines to serve both domestic and international market
are being formulated. In this regard, Government has also formulated a
privatization policy and programme that will facilitate transfer of formerty
public-owned enterprises to the privale seclor and lay a foundation for a
conducive environment that will encourage private investment even in arcas that
were not previously explored. It is the policy of Government that public
investment should be geared to laying necessary infrastructure for allracting

private investment.

- The -other area of more emphasis by Government is human resource

development. It is recognized that development and its sustainability can only be
brought through improved training and education of the society. The public
sector reform programme has been launched to enhance efficient and effective
financial and public management and options are being searched for to develop
human resource programmes aimed at meeting the challenges of production

processes in the private and public investment.

‘The need for support to the development of small and medium sized enterprises

is atlached high imporiance. Measures already taken into account to facilitate the

. efficient operation of the small and medium enterprises include formulation of

appropriate legislative and regulatory conditions, access to finance, access to
infrastructure, access to training, access to marketing and procurement services

and linkages with large sized industries. Incentives and support schemes by

. Government had been targeted to only large enterprises in the past and as such,

development lett behind the small and medium enterprise sector.
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4. Passed Performance and Prospects for Future:

4.1 Passed Economic Performance:

-4.1.1 Economic Growth improved in the late 1990°s from low and uneven
growth expetienced in the 1980’s. The adoption of the structural
adjustment programme in the late 1990°s though it had some social
negatives and the implementation of the Lesotho Highlands Water
Project brought a positive turn in the economic growth of Lesotho. The
manufacturing sector also contributed to the recent years’ positive
resuits. The agricultural sector has not generally performed well except
in selected years due to the cyclical droughts in the late 1980°s as well

as recently,

4.2 Future Economic Prospects:

4.2.1 Future prospects for Lesotho’s economy depend on the direction of
economic order in the Republic of South Africa. Tt is gratifying to
recognize that the Reconstruction Development Programme of the
Republic of South Africa (RSA) takes into cognizance the fact that
meaningful development in the RSA will not be realized without
simultaneous development in the fegion  as -a whole. It is also
recognized that deliberate efforts should be made to counteract the
efforts of polarization in the Southern African Customs Union area and
strive for equitable and possible balance of trade. This awareness and
commitment on the part of thc RSA sets a framework for future

prospects for Lesotho’s economy.

4.2.2 The improvement on investment climate to which the Government is
committed potential bencfits of the Lesotho Highlands Water Project,
improved the financial management and the success of the public
sector reform that Government is already embarking on are foundations

for economic development and growth for Lesotho.

5.  Public Sector Investment Programme and Official Development
Assistance: : ' '

5.1 The Public Sector Investment Programme of Lesotho is implemented on a

three-year rolling basis. The waler, energy and mining sector dominates the
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programme’s allocations ‘'since the implementation of the Lesotho Highlands

Water Project. Transport and communications sector ranks second in terms of the

‘share of total allocation. It is not necessarily that the sector lakes a relatively high

priority among productive sectors but, it is because of the high cost of the

infrastructure projects that makes the sector rank second.

5.2 - Official Development Assistance (ODA):

Perspectives:

The official Development Assistance resources have been playing an
important - role in financing social sectors, namely, education,
employment and health since Lesotho attained independence in 1966.
Productive sectors, mainly agriculture, also benefited from significant
amount of ODA resources. The ODA resources in terms of grants
dwindled from 263.9 million Maloti in 1991/92 fiscal year to 86.8
miilion Maloti in 1994/95. Total external resources dropped from 1.7
biliion Maloti to 1.2 billion Maloti in 1994/95, The explanation for a
relatively less drop in the tolal external resources is that the decline in
grants was made-up by substantial acquisition of loans during the
years [992/93, 1993/94, and 1994/95.

The period when Lesotho was faced with decline in the ODA’s grants
coincided with political changes in the Eastern Europe, It is therefore
believed that not only Lesotho was affected but other recipients of
ODA also suffered due to diversion of ODA resources to Eastern

Europe.

The key factors for future economic prospects for Lesotho is existence
of a conducive investment climate to which Government is already
comntitted. Southern African Customs Union investment policies
which are being reviewed by partners to the Agreement at the moment,
the size of Lesotho’s share from the Common Customs Union
Revenue Pool that will be determined by the outcome of the current
renegotiations of the Customs Union Agreement, the performance of
Lesotho Highlands Water Project and removal of the structural
rigiditics in all sectors of the economy also have a beariﬁg on

Lesotho’s future prospects. The success of the public sector reform, the
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privatization programme, and support programmes to the private sector
in terms of training, access to finance, access o markets in the
Southern African- Region, in particular, South Africa and access to
appropriate technology are other key factors that will influence the

future economic growth of Lesotho.

Challenges faced by Lesotho and other less advanced States of the

region rtequire assistance for building institutions and capacities to

develop appropriate national and. regional policies to enhance better

planning and management of the resources. Human resource
development being a complex and wide area covering not only
enhancement of skills but healthy nation and productive labour force

cannol be successfully addressed from only domestic resources.

In conclusion, we are optimistic of the future assuming the political
stability not only in Lesotho but also in the Republic of South Africa
prevails and the. economic reforms initiated by Government are

sustained.
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INTRODUCTION

In this country paper on Malawi an attempt is made to locate the geographical position of

- Malawi and its political background. In the light of the seminar requirements for this paper,

" an ouiline of the development policy will be made followed by an analysis of current status of

development as well as a brief highlight of development issues and perspectives towards the
21st Century. It is hoped that the emphasis of this paper will be to throw light on issues of
development that require critical examination and adoption of appropriate strategies to
achieve sustainable impact in the political and socio-economic spheres in which the country
has been ushered into by the collective will of the people of Malawi and the international

community.

MALAWI AND ITS PEOPLE

Malawi is a small country occupying the Southern pért of the East African Rift Valley lying
between 9 degrees and 17 degrees south of the equator. It has an area of 119,140 square
kilometres of which 20 per cent is water. It is landlocked, by Mozambique in the south and
east, Zambia to the west and Tanzania (o the east and north. Topography is immensely varied,

from the Rift Valley tloor almost at sea level (0 mountains rising to 3,000 metres. Tied in

~ with this.are wide ranges in climate, vegetation and economic activity.

Until 6th July, 1964, when Malawi became independent, she was a British Colony.
Administratively, the country is divided into three regions. The Southern Region is hilly and
relatively densely populated and contains a high proportion of the modern sector commercial
and industrial activity with supporting infrastructure. The Central Region is a fertile, well
populated plain with the administrative capital, Lilongwe, at its centre. The Northern Region

is mountainous, relatively infertile and sparsely populated.

At present, Malawi has about 10 million people and the population is estimated to grow at 3.2

per cent. per year and its implications are significant to the development process of the

“country considering the many negative macro-economic factors existing at present in addition

to problems of -AIDS, drought and the like. In spite of this, the variety of landforms and

climate gives Malawi the ability to grow a wide range of crops being an agricultural based

country.
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OUTLINE OF DEVELOPMENT POLICY

(a)

(b)

(e)

BACKGROUND .

Malawi’s development policy is outlined in a document called “Statement of

Development Policies”; otherwise known as the “DEVPOL”. Rather than being a
detailed economic plan as a basis for executing development policies, it is a
framework which sets out in some detail objeclives, policies and Government budget
forecasts, using quantified economic analysis as an -illustration- of possible trends as
opposed to a framework for control and direction. The existing published illustration
of this approach is from 1987-1996. The DEVPOL was formulated and adopied by
the Government as a direct intervention to stimulate and maintain a momentum for
development as well as deal with factors of colonial legacy. For this reason, the
DEVPQL is supplemented by various other sectoral and central policy documents like
the 1989 Country Economic Memorandum-Growth Through Poverty Reduction
prepared by the World Bank and others.

OBJECTIVES

The objectives of DEVPOL are to help Government realiie economic and social
objectives in the development process over an agreed period. In- this regard the
objectives relate to sustained economic growth, income distribution, the maintenance
of self-sufficiency in basic foodstuffs and an improvement in economic security for
both the citizen and the nation - and this element has direct impact on poverty

alleviation of the rural masses and the urban poor.

The socio-economic objectives of the DEVPOL are supplemented from time to time
by specific sectoral studies and policy frameworks agreed by the Malawi Government

and Poner Agencies like the World Bank and IMF.

MAIN CONTENTS AND CHARACTERISTICS .

Basically the DEVPOL  outlines sectoral requirements and policy guidelines or

strategies. Among the sectors are Agriculture’ and - Animal Husbandry, Forestry,
Fisheries, Minerals, Commerce and. Industry, Construction and Civil'Engineering,
Energy, Water Resources, Transport and Communications,  Education, Health,
Housing, Community Development and Social Welfare, Local Government, Cemfal
Government, The Parastatal Sector, Physical Ehvironmcnl and Spatial Distribution of
Development, Human Resource Development (Manpower), Public Finance and

Banking, and National Income, Trade and Payments.
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While the statement of Development Policies does not attempt to present a detailed
and quantified blueprint for action, it does represent an attemnpt to lay a path forward
on which there is a large measure of understanding and consensus. In this regard,
considerable responsibility in implementing the various policies and strategies is on
Government Ministries and Departments to ensure that adequate management

capacity is devoted to development activity.

PRIORITIES

Although the sectoral outline in the Statemeni of Development Policies does not
strictly stipulate priority areas, the social sector, namely education, health and the
agricultural sector are critical priority areas on which Government’s efforts are
concentrated. However, in view of recent deinocratic changes that have taken place,
other unique ‘areas such as democracy, human rights and freedom of the press are
equally attracting Government’s efforts. These, however, may be adequately
addressed under education in due course. In this regard, it is important to indicate that
priorities may be adjusted to take into account new realities and this is a significant

element of development process that has to be appreciated and sustained.

PRECONDITIONS FOR ACHIEVEMENT

While in the past Malawi had dictatorial regime which in & way provided “stability”

and “peace” for effective implementation of the policies and straiegies, in the new
Malawi elements of accountability, transparency and responsibility as well as

commitment seem to be crucial factors. As such both the public and the Government

- have a role to play which is supplemented by Donors and NGOs involvement as

partners in development.

4. CURRENT STATUS OF DEVELOPMENT

(a)

Governments Function

The Govemnment and the public service hold a clear mandate to stimulate and
maintain a momentum for development.

This includes providing policy guidelines and stralegies which creates a conducive
environment for development to take place. While in this regard it is by naturc
expected to play a very great rolé, it does not entail that it is the only instrument for
development. Rather, the Government, with its spear-heading, role recognizes the
partnership role played by the private and parastatal sectors including NGOs and the

Donor Community, In this regard, the desirc of Government is to create a Public

~ Service which is of size, structure and content suitable to fulfill the tasks designated to
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it by the Constitution of Malawi and indeed Par]iémem, which-is effective and well

.disciplined in thc implementation. of the various tasks, and which is efficiently

operated at minimum cost to the tax payer.

Limited especially given the fact that Central Government policies were less
conducive to the development of a strong private sector, However, over the years, it
has been realized that the private sector has a critical role in the economy if it is
regarded as a partner in development rather than a threat. As such, the Government
has over the last several years deliberately adopted a liberalization policy in which it
encourages the private sector to invest, provide employment opportunities and take
over economic sectors previously restricted to Government. Hence, a number of
Government owned parastatals providing commercial service are being privatized and
some services being commercialized. However, due to the macro-economic factors at
present, and various other problems the role of the private sector is not as strong as it

shouid have been.

Overseas Development Agency’s Function

The ODA’s function is to help Government through various technical cooperations
and aid programmes with financial, capital and human resources required by
Government for its development programmes. As such, it has been instrumental in
helping Government define its priorily areas and restructure its economy and budget
in a manner desired necessary for sustainable development. Among key bilateral and
multilateral agencies are CIDA, JICA, World Bank, IMF, ODA, USAID and many
other which cooperate with Government within agreed policy frameworks which are
determined from time to time in accordance with the general development policy or

specific and unique areas as dictated by situations.

Human Resource Development

Considering that human resources are critical to any development process and in view
of critical concern of poverty by Government recently, human resource development
is recognized as a central determinant of future prosperity of the nation and that

Government has clear responsibility to stimulate progress in this area.
While much of this effort is through the formal educational structure, other
institutions and arrangements concerned with skill development and policies in many

other areas have an important bearing on human resource issues.

It is Government’s intention, therefore to invest in human capital in order to improve
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some of the basic skills of the mass of the populations so as to boost agricuitural
productivity; developing the in-service training capability in both public and private
sectors; tackling a number of scrious human resource shortages; and improving
entreprenenrial and managerial skills in a wide range of types of enterprise and sector.
As such strategies which are employed are many and varied which has involved
action to improve access to primary education and primary health care service;

improve knowledge of employment and incomes (poverty alleviation); and others.

5. DEVELOPMENTAL ISSUES AND PERSPECTIVES TOWARD

THE 21ST CENTURY

(a)

Development Issues

Malawi has gone through different strategies for economic growth and development.
Sooen after independence, the strategy for economic growth and development was to
put emphasis on increased agricultural production and infrastructural development.
Unfortunately stress was increased production through land expansion and that small
holder producer prices were lower than world market prices. Infrastructural
development favoured the agricultural estate sub sector where the bulk of the

Malawian people are engaged in.

In the early 1980°s, corrective steps were undertaken. The economic development
strategy emphasised on the liberalisation of the small holder marketing system and
stressed on increased agricultural production through increased productivity of the
land. The strategy also aimed at restructuring the private and public enterprises to
ensure balanced involvement in the industrial and commercial sectors. These
strategies were accompanied by the strengthening of the financial system and

restoring the relatively open trade and exchange rale regimes.

In the late 1980°s it was recognised, however, that while the above strategics and
policies were necessary, they were not sufficient to lead the economy to sustained
growth. It became clear that, unlike the early years after independence when Malawi
relied on abundance of land for economic growth, Malawi was increasingly becoming
a labour abundant economy. Thus, while continuing with the above policy measures,
greatest growth potehtial was to be realised through utilising the abundant resource,
labour. Attention had (o be directed towards making labour more productive through

human resource development.

Thus, for the 1990’s and beyond, Malawi’s socio-economic development strategy
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focuses on two major objectives namely, sustained economic growth and poverty

alleviation. In order to ensure achievement of sustainable economic growth while at
the same time address the problem of persistent poverty, four major intcrrelated

approaches have been adopted to take the country into the 21st Century. These are:-

(1) Increasing Employment opportunities and labour productivity and reducing

constraints on women’s time. Labour intensive activities would be supported

through trade liberalisation and involvement of a dynamic informal secior.

Income generating activitiés especially for rural womien and the urban poor

would be encouraged.

(i) Increasing the low levels of agricultural productivity of small holders. Wide

spread fertilizer use, development of a flinty hybrid maize, liberalisation of

the growing of special crop like barley by small-holders etc. would be some

of the measures,

(1i1) invest heavily in human resource through an expansion in social sector

expenditures. Primary school education (expansion while looking at quality

particularly in rural areas); health (child spacing services, clean water

services) would be some of the things.

{iv) Income transfers to support the poor involved in the above 3 strategies. Tax

reform and domestic resource mobilisation would be critical in financing

these income transfers - -an example is in nutrition intervéntion through

feeding programme (food for work).

Perspectives _

To achieve sustainable economic growth and reduce poverty, among other things a

critical review of development issues is essential: In this endeavour, Government has

to critically continue to review its role and facilitate the rolé of the private sector and

NGOs in the economy not only as partners in development but also essential

ingredients of development. With the attainment of democracy and elements that go |
with i, the role of ODAs will be very significant in ensuring- effective
institutionalization and participation, as well as facilitating the necessary reforms in:

areas identified by Government and where resources are not readily available.

Obviously, in dealing with these issucs challenges are inevitable especially in

resources availability and utilization and the ‘meaning of democracy. Hence a
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common understanding and or consensus of the desired level of development in the

21st Century would seem at this stage significant.

CONCLUSION

The outline in this paper basically reflects personal understanding of the issucs rather than

official interpretation.

Although based on official documentation, formal agreement was not sought due to time
constraint in the light of other pressures at the time the paper was being prepared.
Nonetheless, the foregoing reflects significant concerns on the areas 1 was asked to comment.
For further information and research, therefore, the bibliography contains useful documents,

however.
At this stage, thercfore, I express my gratitude to the Government of Malawi for allowing me

to participate in this seminar and to the organizers for the excellent arrangements while
CIDA/IICA for the financial assistance.
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Background

Mozambique, an indcpendent country since 1975, after 10 years  struggle against
colonialism, is located in Southern Africa, being limited by the Indian Ocean in the East,
having neighbouring countries in the South; Swaziland and South Africa, in the West;

Zimbabwe, Zambia and Malawi and Tanzania in the North.

Geographically its extremely points are Latitude 10" 27°S and 26° 52°S and Longitude 30°
12’E and 40° 51’E.

The total area of the country is 799.380 km’ and the highest altitude is 2.436 meters at Binga
(Binga Mountain).

About 25 rivers cross the country from west to East to the Indian Ocean, including the
Zambezi, one of the African largest Rivers where the Cahora Bassa dam is built with 2000

MW power capacity.

Mozambican climate is mainly tropical: wet and rainy in the north of Capricorn and dry in

the South of this parallel.
The population is about 16 million with of population density 20 inhabitant per knr’.
The main agricultural crops, minerais and fishing products are:

- cashew nut
—  copra
- cotton
- maize
— sorghum
- mineral ¢oal
- semi-precious stone
— black granite
- gold
S timber .

- shrimp, lobster, tuna

Along the coast there are 3 main harbours — Map'uto, Beira and Nacala. They play a roll as

‘gateway to the hinterland, These harbours together with the railways as well as Tourism,
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contribute substantially for the economy.

After independence in 1975, Mozambique became a basis of inspiration for anti-colonial
and. anti-apartheid movements in Rhodesia and- South Africa. These countries imposed
indirect war to Mozambique by supporting opposition movement. Causing negative effects
in Mozambican economy which was up estimated at 10 billions USD lost in that were

infrastructures destructed; GNP per capita decreased from 316.8 USD (1974) to 80 USD

- (1990-95).

In 1992 Frelimo and Renamo, an armed opposition, signed in Rome a cease-fire agreement.
Since them democracy has been introduced: 14 political - parties were registered
consequentily the Parties disputed in the first democratic election held in October 1994, The

250 seats in the Parliament were distributed as following:

— 129 seats for Frelimo and the Leader of Frelimo 53%: .
— 112 seats for Renamo and leader of Renamo 37%;

— 9 seats Democratic Union (UD).
Objectives

The destruction caused by 30 years war — 1964/74: anti-colonial struggle; 1977-92: Civil
war — took the government to implement PRES — Economic and Social Readjustment

Programme in 1987, and the public investment program in 1993, this just, after the war.

It can been seen that even during the war the government had carried out 1980/93 a
development program in safe areas and in some areas partially affected by the war. Bellow
are some of infrastructure projects, with big economic impact that were accomplished in

above mentioned period:

- National telex network

— National telecommunications network

— Pegquenos Libombos Dam

- Corrumana Dam

- Beira Corridor: Rehabilitation of Ports and Beira-Machipanda Railway (to
Zimbabwe) ' .

- Nacala Harbour rehabilitation

- Nacala-Entre-Lagos railway rehabilitation

- Rehabilitation of Pemba Harbour

.
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- Rehabilitation of Maputo-Zimbabwe Railway

- Rehabilitation of Maputo-Swaziland Railway

— Construction of 35 thousand ton of Cereals Silos in Maputo

- Rehabilitation of Petroleum terminal “jetty” at Matola

— Road rehabilitation in Muaputo and Beira Cities

- Construction of two micro-Central hydro-power in Niassa (Lichinga and
Cuamba)

- Rehabilitation of Limpopo Railway to Zimbabwe of Goba Railway to

Swaziland,
The projects were implemented with fund from European Union, USA, Canada, Germany,
Italy, France, Sweden, Denmark, Norway, UK, Portugal, World Bank, ADB, Kuwait Fund

and BADEA.

Contents of Characteristics

The National Reconstruction Plan was drafted by the government as a way for social,

cultural and economic reconstruction of the Country, in the post-war period.

According to its nature, essence and objectives, the plan is an instrument that combines
physical rehabilitation component with all others social elements; particularly increasing the
living conditions in rural areas.

The tfollowing are the main economic objectives to be achieved, between 1994 to 1996:

- Reconstruction of the society and economy, destroyed by war in rural and

urban area, relieving consequently poverty.
= Create an acceptable environment national or foreign private investment.
— Reduction of food deficit in the country.

- Development of Public Sector Human Resources as a way to Improve the

performance of Public Services.

— - Development of labour force by increasing the level of education,

professional training and primary health care.
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The first priority of economic- objectives is resetilement of population and rehabilitation of
the essential infrastructure. This is because 5 million peasant gave up their lands due to the

war and during this period only 10% of arable land was used.

The other factor is that the war and draught obliged the government to import 300 thousand |
tons per year of cereals, particularly in 1991/92, when draught killed the country,

Due ‘1o the war the population were concentrated in peri-urban areas and, in the
neighbouring countries. Presently there are still 90 thousand refugees in Malawi and
Internally million of population are displaced in peri-urban areas. Health, education services
and moral and cultural values deteriorated. Including environmental conditions, especially

regarding to deforestation.

The Government considers that family sector is powerful in the econmﬁy. It contributes with
“more than 90% of crops and about 30% of the GNP. If the 5 million refugees are resettled,
agricultural product can be increased in a short period of time this reducing, dependence on

cmergency food aid.

These are good hope to fulfil this programme because about 1.900.000 people have returned

to the country who home embarked on agricultural activities.

After this phase of restalement the Government and international community will be guided

te support the foliowing priorities:

a) At short period of time (immediately) — Stability, of the country peace keeping
and support to the democratic ‘institutions (Ministry of Justice, court and

parliament);
b) At medium term of time (mediately)

— Education
— Health
— Rural Development -

— Employment promaotion
During the previous years, public investment was concentrated in safe areas, benefiting the

cities instead of rural areas. These is an enormous task: National Reconstruction. Because

the peace was reached, resettlement has been done and it causes solved the NRP — (National
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Reconstruction Plan) will play a roll as a guide for public development and reconstruction.
It will be the first experience of implementing regional plan in place as a basis for allocation

of public investment.

Rehabilitation of feeder reads and primary roads are the first priorities for Public Investment
Programme. It will cover respectively 2.7% and 33% ol whole domestic investment and of
tonal programmed investment. Japan has contributed from two to two years with an amount
up to 5 Million USD for this road programme. It is expected that in 1995 this kind of

support will be extended to Inhambane, Tete, Zambezia and Niassa Provices.
Priorities
The elected government has defined for the next 5 years mediale priorities as follow:
a) Immediate priorities
- Within the embedded pi the government is also proposing that donors
should help the strengthening democratic institution such as courts,
Popular Asscmbly.
Due to the fact that we have reduced the armed force from 100.000 to 30.000 but
even this ideal figures cannot be reached within 2 year dug 1o financial constrains.
Therefore the Policy force might receive assistance,
The are also within the imbedded priority “PESU” "Emergency Programme for
Seeds and Agriculture Tools” for family sector to stimulate the resettlement of the

target people as referred above,

b) Mediate priorities

For the next 5 years the government has defined as priorities the following sectors

- Education, Heaith, Rural Development and employment promotion.
The following are the main reasons for prioritising these sectors:

1. - more than half of roads are out of order for 16 years, it means that for

" Rural Development it is necessary to include the road component.
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2. In health sector more than 36% of health centre are inoperational.
3. In education 47% of first grade primary scheol from bottom lever up to

5 years of primary schools and 17% of second primary school level

from 6 to 7 years were destroyed.

4, In the field of rural water 28% of borehole were destroyed and 32% of

small pumping station for village were destroyed.

hH In trade — about 36% of shops and small shops of rural network were

destroyed or are out of order.

6. In agriculture — infrastructures related to agricultural production were
strongly affected and now 21% of small irrigation dams and 68% of

research seed centre are destroyed.

7. -Animal husbandry — the total number of cattle in 1992 was 19% of the

existing cattle in 1980 and the dip tanks were destroyed up to 67%.

5. Precondition for achievement

a)

Local initiatives, NGO and international assistance

The precondition for achievement of the programme duc are: wide participation of
the people in reconstruction and production; NGO and international assistance;

good economic forecasting, good governance and transparency.

In term of NGO they have been working in the country during the war and post
war period. They have done a positive work in restoring de social lives. We
believe that if 160 NGO operating in Mozambigue under government Agreement
receive green light from their governments sponsor they can contribute in
reconstruction of schools, health posts, water facilities, roads and improvement of

food sccurity in family sector.

The Bilateral and multilateral partnerships have also an important role in this
programme, These is a gap in 1995 programme up to .1 bio USD in development
programme and poverty alleviation. The. success of this programme will depend

on donor response.
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To guarantee the participation of all social forces and international partnership for
achievement of the programme goals the following measures will be considered

before and during execution:
S diagnostic of all infra-structures and indicators;
—  revision of territorial and sectorial strategies;

— prioritisation of project on basis of national reconstruction objectives, of

existing resources and of executton capacity;

- the flexibility on placing the projects talking into account the specific

demands of beneficiary;

- strengthening of concerned state institution to create more and more

efficiency the planing systems at provincial level;

With above measures it will be possible within the NRP (National Reconstruction

Programme) to implement the priorities defined in the following sectors:

Education — in education it will be possible 1o decrease the illiteracy from 80% to
50%;-

Health -~ it is possible to increase first health care attendance and to rehabilitate

the destroyed infrastructure.

Rural Development — it is possible to set up a National Master Plan for Small
Dam irrigation to benefit de family sector as well as distribution of seeds, coats
small animals and cattle. Rural Development means a global inter-action of
familtar and private initiative supporting this sector means reducing of

dependence of Food Aid specially rice, soya, maize, beans, sunflower.

6. Current status of Development

1, After 30 year of war destruction Mozambique became the poorest country. Now
Mozambique is taking-off in all directions to reach the social and economic goals.
The government might have the active roll to ensure good planing of little existing

resources.
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The government might and will create good p'olitical security for investment and

fiscal facilities.

The Private Sector is also taking good roll after 20 years of central planning
system where the private economic forces were not called to play economic game
to generate resources and create jobs. The new law of investment stimulates both
. foreign and National investment in Agriculture, Fishery, Mining, Construction

and Services.

The ODA has the traditional roll of securing the basic needs of water, health,
communication and transport infra-structure which will create the basis of
motivation to the Private Sector for investment. ODA must support also the good
management of Public Service staff which will allow the creation of joint planning
between donor and recipient country for the field where the assistance is required
- such as man-power development country plan strategy, regional. development,

transfer of technology in special sectors,

Because of the luck of funds in Private Sector due the long stage of central
planning. system the ODA and government are obliged to sct up effort on
providing concessional loan to private sector especially related to infra-structural-
-construction and medium- term Joan combined with grant, like mix-credit to
facilitate joint-venture between private companies from Donor's countries with

recipient countries.

Human Resource Development — This is an important field to be prioritised. It
would be useful and important if donor can understand the appeal from recipient
countries that all training must be in the country of origin of trainees or in the
region. This will permit inclusion of specific programme and field in accordance
with stage of development of each country. '

3 Development toward the 21st century,

In a country like Mozambique where it can be found 80% of illiterate the |

challenge will be as defined by new government.
a) In domestic plan of  Action will be considered within Rural

Development Basic Education vocational training and management.

This will allow the country grow itself.
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Basic Health care and water for irrigation and consumption will

continue being priority within Rural Development (map I and II}.

— Feeder roads and National Road, Ports and Railway
infra-structure will continue be also priorities including

telecommunication.

- In the Region (SADC) we foresee as roads connection between

Mozambique with Tanzania, Malawi, Zambia as priority.
Mozambigue has big potential in hydro-power production considering that it has more than
dam infra-structures as well as domestic related power transition lines for cities and rural

irrigation are required.

For all these project will be required man-power development plan in all area such as

energy, civil construction, and management.

4






A COUNTRY PAPER ON NAMIBIA

Prepared by

Andreas B. Guibeb
Permanent Secretary, Ministry of Foreign Affairs
Namibia






A COUNTRY PAPER ON NAMIBIA

A. OUTLINE OF DEVELOPMENT POLICY

1. Background

1.1

1.3

1.4

1.5

The planning of development in Namibia has been approached with the objective
of making optimum use. of Government resources both from local as well as
external sources for the integrated economic, physical and social development of
the people and country. The evolution of administrative, social and business
structures is to be facilitated, in order for them to operate for the benefit of all the
inhabitants of Namibia. This approach has been developed against basic

provisions in the Constitution relating to, amongst others.

— non-discrimination against women;

— equal access to public facilities and services by every citizen;

— care of the aged;

- planning to raise and maintain an adequate level of nutrition and

standard of living;

— adequate education; and

— the maintenance of ecosystems and the utilisation of living natural

resources on a sustainable basis for the benefit of all Namibians.

A further condition set by the Constitution is that “The economic order of
Namibia shall be based on the principles of a mixed economy with the objective
of sccuring economic growth, prosperity and a life of human dignity for all

Namibian’s”.

Objectives so far defined relate to the stimulation of economic growth, the
adjustment of the income and development imbalances in the country, the

alleviation of poverty and the reduction of unemployment levels.

.Although the stated objectives may seem to be in competition, they are not

necessarily so.. They do, however, imply consideration of social dynamics in

defining strategies and activities aimed at economic development.
After due consideration the Cabinet decided that the identified issues and set

objectives could be addressed by concentrating development in four areas:

agriculture and rural development, education, health and housing.
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National Development Objectives -

2.1

2.3

Namibia’s development objectives can only be understood - against the
background of colonial experience. Policies of racial fragmentation and
bantustanisation segregated all spheres of socio-economic and cultural life of
Namibians along racial and ethnic lines. Political and economic structures
enforced discrimination against the indigenous population, and national wealth
was plundered without benefit lo the majority. Economic links were externally
oriented and linkages within the economy were not exploited. Pockets of urban
wealth co-existed with entrenched rural poverty, with fhe majority population

denied basic economic as well as social and political freedoms,

Against this background, Government sct the following National Development

Objectives at Independence:

Reviving and sustaining economic growth.
Creating employment opportunities.
* Reducing inequalities in income distribution.

Alleviating poverty.

These objectives commit Government to pursuing policies which achieve growth
with equity. Their aim is to tackle the problems inherited from over 100 years of
colonial rule. The purpose of the National Development Plan is to ensure that

Government focuses all the means at its disposal on these objectives.

Strategies — Policies

3.1

3.2

Namibia’s socio-economic situation at Independence reflected an inequitable
distribution of wealth and limited or inadequate access to productive and
supportive services, leaving the majority of the Namibian population in absolute
poverty. As a result of this, the Government has identitied agriculture, education,

housing and health as the priority areas.
Agriculture and rural development
The overall agricultural sector objective is to bring about the continued growth in

agricultural incomes, across the broadest possible socio-economic base, in a

sustainable manner. This will thus provide a secure foundation for equitable
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growth throughout the economy.
The immediate objectives for the sector are lo:
* improve levels of household food security nationally.

raise the value of agricultural exports andfor reduce the value of

agricultural imports.

E - create productive employment opportunitics.
* increase the value added within the country to national agricultural
output.

In order for these objectives to be realised, efforts to implement a number of
current policies will be redoubled and new policies will be introduced. These

policies include:

encouraging an increase in the volume and diversity of agricuttural
output, in an economically-efficient and environmentally-benign
manner. .

promoting the expansion of downstream agro-processing.

supporting farmers’ co-operatives.

The Government will promote the involvement of the private sector and
co-operatives in both agricultural investment and production activities and in
providing essential commercial services such as input distribution, output
processing and produce marketing. By the same token, Government with
withdraw gradually from supplying service that are more appropriately handled
by private sector initiatives (the supply of seeds, fertiliser and tractor hire

services, for example).
Health

Towards achieving health for all Namibians: a policy statement. The
Government of Namibia (GRN) is commitied to the equitable distribution of
resources and to equity of access to basic services by the majority of the

population who are underprivileged, impoverished and underdeveloped.

1t is committed 1o the attainment of Health for all Namibians by the Year 2000,

-through the Primary Health Care approach. Within the Government’s broad
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development objectives and strategies; the commitment is to reduce poverty,
inequality and foster economic growth _tHrough accessibility to health services
and improved productive live. With the post-independence introduction of the
PHC (primary health care) approach and organisational restructuring, the health
status of the Namibian popﬁlation has improved markedly is indicated by various

statistical sources,

In this rcgard the  following policies and strategies will be adopted and

implemented during the plan period:

* individuals, families and communities shall be involved in the
organization, provision and financing of their own health.

health care services will be progressively'extended_ to reach all
communities with special attention to the disadvantaged an isolated
communities in rural areas.

health resources will. be optimally produced, distributed and utilized
for improvement and sustainability of-health services delivery.
structural organisation of the health system will enhance efficient
service delivery, ensure effective communication flow beiween
different levels of (he systemn and facilitate intersectoral collaboration.
institutionalization of health systems research in the planning and
implementation of health programmes will be encouraged.

an effective health management information system will be designed
to provide an adequate statistical basis for planning, decision making
and monitoring of the quantity and quality of services provided and

needed.

Housing

Namibia has inherited a very skewed pattern of human settlement, as a resﬁ]t ot_‘
the homeland policies of the colonial Government, over half of the population
(56%j live in the northern regions yet occupy only 28.6% of the country. The
unbalanced distribution of population is also evident from thc wide variations in

population density: ranging from 24 persons per square kilometer in thana

Region to (.52 for the Omaheke reglon

In order to implement a programme to address this severe problem, the

Directorate of Housing was established under the Ministry of Regional and Local
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Government and Housing immediately after independence. The Directorate of

Housing was tasked with the following specific funclions in the Housing Sector:

* to formulate the policy framework for the sector;

to develop strategies to improve the housing condition of the people;

* to facilitate the implementation of national housing programme
especially catering for the low-income groups;

® to facilitate the provision of housing credit to groups not catered for by
the private sector

* - to draft and administer legislation on facilitating a housing process

# to attend to housing complaints

K to administer formal schemes and facilitate the upgrading of informal
selllements.

Education

The reform of education was among the highest priorities of the new
Government of independent Namibia. Policy development culminated, in carly
1993, in the acceptaﬁce by Government of the document Towards Education for
All — A Development Brief for Education, Culture and Training. This document

summarised the main goals, objectives and policies in the sector.

At their most basic, the goals for education, culture, and training are those of the
nation: equity, justice, democratic participation, and respect for human dignity.
Building on that base, the Ministry of Educational and Culture assigns the

highest priority to four major goals and activities aimed at reaching them. These

are access, equity, quality, and democracy.

Alleviation of Poverty and Unemployment

Given the high level of unemployment and underemployment in Namibia, the
objectives of the Labour and Employment sector are multi-faceted. Over the Plan

period they include:

* . employment promotion both in formal and informal sectors;

* Namibianisation - of jobs- and the minimisation of expatriate
employment;

* . the establishment of a comprehensive and up-to-date labour market
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information system;

* the promotion of industrial peace and the provision of mediation and
conciliation; | |

* fair conditions of employment;

* - ~the provision of occupational health and safely services as well as
welfare of employees at work places;

&

the provision of social security services and the reduction of income

disparities through equitable distribution,
The period 1995-2000 will witness the following strategies:

* Establishment of an Affirmative Action Commission.

Sound labour refations and fair employment practices.

Quality of health, safety and welfare of men and women at work.
Adhere where possible, to international labour conventions and

recommendation of the 1LO.

Mining, Fishery, Tourism and Trade Sector

In order to promote economic growth it was subsequently also agrcéd that
attention would be given to tourism, fishery -and mining, as well as other
economic sectors, as and when opportunities present themselves. Surpluses
generated in these sectors should provide resources required for investment in
the improvement of the considerable resource of human capital available in the

country.

3.7.1 Mining
The role of Government in the mining sector is to create an
environment that enables private companies to maximise profits and
Government to maximise revenue for the benefit of all Namibians.
Government ohjectives are to:

enforce the Foreign Investment Act and the Minerals

(Prospecting and Mining) Act to establish consistent fiscal and

taxation regimes that serve the interests of all parties;

increase knowledge of Namibia’s mineral resources through
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increased exploration efforts and dissemination of information;
* encourage and intensify mineral exploration in all regions of
the country and to ensure that all acquired data are properly

documented and stored for future use by investors;

* develop new mines for increased mineral production export and
employment;
* ensure that all mining operations are conducted within the

framework of minimal environmental pollution and
disturbance;

* encourage local benefitation of minerals including the
processing of industriai minerals, dimension stone and
scmi-precious stones;

# create local employment opportunities;

encourage iraining of professional, managerial and technical

‘personnel in all aspects of mineral resource development;

encourage local utilisation of mineral row materials;

generate linkages with the rest of the economy;

Mining will continue to play a vital role in the Namibian economy
during NDP!.

The broad objectives for the fisheries sector are:

To ensure the sustainable utilization of marine resources.
* To ensure that the development of industries based on the
Namibian marine resources contributes to the nation’s overall

economic and social development goals.

Fisheries policies and strategies are contained in the Government

legislation on the fisheries sector. These can be summarised as follows:

The promotion of stock recovery to long run sustainable yield
levels through the conservation of marine resources and the
protection of the EEZ.

The eradication of illegal fishing by unlicensed vessels and the

control of fishing practices.
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The promotion of on-shore processing by means including the
introduction of on-shore processing incentives (quota rebate
system).

The Namibianisation of the fishing industry by encouraging

access to the sector by Namibian nationals with emphasis on

_ those who have been socially, economically and educationally

disadvantaged by discriminatory laws or practices which have
been enacted or practiced before the Independence of Namibia.
The promotion of human resources development in both the

public and private sector.

* The provision of protein to the local population.

* The maintenance of a fair contribution by the fisheries sector to
Goveérnment revenue.

Tourism

The Tourism Development Plan and the White Paper on Tourism

provides detailed strategies and policies for the sector. The points

mentioned below are the main constituents of this strategy.

During the Plan period actions will be taken with regard to:

P

Support and development of resource management to cope
with the increasing pressure on the environment and to secure

sustainable and extended tourism development,

Increased support to research (0 ensure sustainable
development.

A strengthened conservancy and environmental policy for
successful tourism development combined with a strategy to
enable communities and commercial farmers to participate
more effectively in wildlife and tourism,

Transfers of money and resources from the tourism sector to
the protection and enhancement of the environment will be
pursued.

Proper development of the sector avoiding the negative
consequences of wrong resource utilization.

Pressures. which have been increasing on the 22 government-
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owned and operated resorts and camping facilities to be more
commercial, customer and service-oriented,

The increase in the number of tourism facilities which cater for
high-standard guests which has caused an increasing demand
for a high service level and an elaborate tourism management
structure.

* Management information and statistics which are of vital

importance to develop the tourism sector.
3.7.4 Trade

During NDP1, Government will improve the supply and relevance of
informatien for importers and exporters. In particular, Government will
explore the idea of establishing an autonomous Trade Promotion
organization, and an Export Financing Scheme to be operated by the
Bank of Namibia.

The imbalanced trade pattern, with imp'orts mainly of final consumer
goods and exports of raw materials will be addressed by the promotion
of export oriented industries. The Government intends to ‘iniroduce
indicative plans for the exploitation and processing of primary

products.

Considerable emphasis will be put on defining and implementing a
training strategy for the Ministry of Trade and Industry, enabling it in
the medium-term to undertake detailed analysis of trade policy without

dependence on external consultants.

Namibia’s National Development Strategy includes the following six

major elements:

providing an enabling environment for economic development;

* investing in peaple;

* ingreasing people’s participation in development and reducing
inequalities;

* ensuring development is sustainable;

* defining Namibia’s international role;

. making Government more efficient and responsive.
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B CURRENT STATUS OF DEVELOPMENT

Namibia’s Development Strategy

Participation and

Equality
Enabling ,: .
Environment for ! invces:nhg; mn
Economic giowth ] peop
S —— Responsive and |}-—-mmmmmmmmmmmeee :
Efficient
pomssmmmossooos ---41 Government |[---------------omaman 1
s Namibia’s
DSustfmab]cl International
evelopmen Role
4. Government’s Function
4.1 Providing an Enabling Environment for Economic Development

12

1.3

Peace, Security and Legal Framework

* maintain peace and security
* reduce
* legal framework for all sectors

Macroeconomic Policies

* maintain CMA membership and parity with rand

* limit government expenditure and ensure budget deficit is
maoderate and sustainable

* avoid borrowing that leads to inflation or crowds out private
sector investment

*

fair and efficient tax system less reliant on trade taxes
Trade Policies

* work within SACU for gradual lowering of tariffs and broader
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membership
* seek renegotiated SACU revenue sharing formula
introduce . country-wide import duty rebate scheme for

exporters

4.1.4 Labour Policies

provide labour relations legal framework
promote Social Contract to ensure productivity rises faster than
wages

* avoid taxes on employment

4.1.5 Physical Infrastructure

* equalise provision of basic infrastructure in regions
# shift maintenance resources to priority areas

#*

link Namibia to Southern Africa region

4.1.6 Sector Specific Measures

* urgent focus on agricultural productively through improved

extension services and infrastructure

provide industrial estates, serviced land and factory shells
4.1.7 Informal Sector

* review trading laws to promote informal Sector
* implement common facility and informal sector credit schemes

and permanent market places
4.2 Investing in People

4.2 .1 Education
* maintain share of education in public expenditure and seek

additional private resources

ensure universal access to primary education and work towards

basic education for ali
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* reallocate expenditure o regions
* vocational training in line with employment opportunities
* higher education related to the manpower needs of the
economy
* further cost recovery in tertiary education
.2.2 Health

maintain share of ‘health in public expenditure and seek
additional private resources

® shift resources from curative primary health care

special programmes to tackle communicable diseases,
including AIDS

equalisation of primary health care cxpenditure across regions

:2.3 Science and Technology

* draw up science and technology policy for education and

industry

. 2.4 Culture.and Social Welfare

* promoetion of national culture

encourage youth participation in economy and socicly

.2.5 Housing

* adequate shelter is an important social investment; Government

efforts will focus on helping lower income groups to house

themselves adequately

.2 .6 Population

* seek to reduce population growth and deépendence rates by
ensuring access  to education, ‘health and family planning
facilities .. - '

encourage participationin economy and employment
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4.3 Participation and Equality
4.3.1 Participation

4.

3.

3

3.

3

democracy, openness and transparency in Government and the

planning system

* strengthen local and Regional Government

* encourage community and NGO initiatives

* collaboration between Government and NGO’s

* padicipatory approach to design and implementation of

projects and polities

Equity in Government Services

fill in tie gaps in physical infrastructure for previously

neglected regions

* basic education for all
* primary health care for all
* equalise per capita social spending across regions

broad-based and progressive tax system, so that the better-
off-pay more, but avoiding marginal rates that discourage
enterprise and encourage evasion

user charges for those who can afford to pay

Affirmative Action

* positive efforts, in education and in cmployment, to advance

groups historically disadvantaged, including women.

Womien
* eradicate legal inequalities
* ensure access to education, and maintain female participation

rates in secondary and higher education
* emphasis on mother and child health in primary health care
programine
empower women to control their own fertility

* . -address women’s needs in promoting agriculture and rural

57—



A COUNTRY PAPER ON NAMIRIA

development

4.3.5 Rural Development

® strong emphasis on encouragement of traditional agriculture

sector
* .

coordination between Government agencies and with NGOs in

provision of rural services and support for rural initiatives

4.3.6 LandReform

*

land reform and land use planning to promote equity and

safeguard the rights and interests of the land-poor

4.3 .7 Food and Nufrition

* emphasis on food security at the household level

*

targeted interventions to reduce incidence of undernutrition

4.3.8 Social Safety Nel

maintain real value of pension at N$ 135 per month and
increase coverage to 100%

maintain drought preparedness and relief programmés

welfare services for the disabled

encourage self-help through informal sector activities
Ensuring Development is Sustainable

4.4 .1 Financial Sustainability

* prudent policies on macroeconomic management

* cautious approach to borrowing, especially external borrowing

* improve planning to ensure sustainability or programme

4.4 .2 Environmental Sustainability

* implement environmentai policies
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* integrate environmental considerations in planning

* introduce proper pricing of environmental resources

raise environmental awareness
4.4.3 Population
* enable people to choose smaller families
4.5 Defining Namibia’s International Role

4.5.1 Economic Diplomacy

establish missions to promote trade and economic development
raise international profile of Namibia for investment, tourism
and lrade

* improve links with international finance institutions

4.5,2 Regional Integration

work for grealer regional cooperation and integration within
SACU, CMA, SADA and PTA

work towards broader membership of SACU

4.5.3 Ensure Choice over Policies

avoid debt and aid dependence

4.6 Making Government Efficient and Responsive

4.6.1 Central Government Restructuring

reduce number of ceniral government civil servants
o improve remuneration for skilled civil servants
remove subsidies to developed regions

reassess number, size and functions of present ministries

4.6.2 Decentralisation
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strengthen regional government by mooing civil servants to

regions
* devolve spending decisions to regions
* avoid duplication of central government functions

4.,6.3 Increasing Efficiency

#*

improve planning of physical and financial resources

* redeploy personnel

* introduce computerised management information systems

4.6.4 Cost Recovery

* introduce user fees for services based on ability to pay

* charge real cost of service where possible

avoid earmarking of funds where possible

4.6.5 Parastatal Reform

review ownership of parastatals and privatise non-monopoly
activities S

increase competition wherever possible

develop appropriate regulatory framework for parastatals

* reduce subsidies to parastatals and promote financial
self-sufficiency

promote economic pricing to avoid excessive profits and losses

ensure government receives adequate share of profits.

Private Sector’s Function

The Government of the Republic of Namibia is committed to the view that the private sector
is the key to sustained economic growth and employment creation. Government is not suited
to running cominercial enterprises responsive to the demands of the market. Government's
task is to create the best possible environment within which economic development can take
place. The private sector does not consist only of companies in the formal sector,- it also
includes informal business and individuals engaged in the rural econorhy. In this regard
Government will foster an economic environment that provideS economic opportunities to all
Namibians.
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ODA’s Function

External assistance has played a most valuable role in the development process of Namibia,
nevertheless one has to admit that external assistance and domestic resources has often been
utilized on an ad hoc basis and to manage crisis sitnations. This happened due to the absence

of an overall framework or plan,

The Republic of Namibia’s aid policy 1s not to become more dependent on foreign aid, but to

" assist the country in its own development efforts and to strengthen it. In this regard Namibia

has made some progress in terms of defining well-planned programmes with key objectives.

-The First National Development Plan will be completed by April/May 1995,

The National Planning Commission has coordinated a programme of consultations with the
rest of Governmeni, the privale sector, the non-governmental sector and the donor
community. On the basis of this a consensus has been achieved on Government’s basic
economic and development priorities and strategies for the plan period. Furthermore a simple
macroeconomic model of the Namibian economy has been established which functions as a

tool for preparing medium-term macroeconomic forecasts.

For the first time, Namibia will be able to offer donors an agreed plan. In this regard donor
countries will be able to assist Namibia within the guidelines provided in the National
Development Plan. Another achievement has been the compilation of the Development
Budget, which will reflect in an integrated manner the assistance rendered by the donor
community and domestic resources. The purpose of the development budget is to monitor aid
corhing in and how it effect the programnies/project of the various Ministries. Ministries will
also be compelled to have long-term plans and to budget for projects properly. At the same
time the Government can select assistance given in cash and in kind. In addition the
Government can take account of the running costs of projects funded by external means and

domestic resources.

Human resources development

The human resources initiatives being undertaken by the Government for the Public Service
cut across Ministries and Offices. A number of programmes/activities are being planned for
the next five years, all with the view towards enhancing the efficiency and effectiveness of

Public Service performance as follows:

* Building and developing the technical capacity and organisational structures of
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the Directorate of Human Resources Development through assistance from ODA
and the UK Civil Service College.
Comprehensive training needs assessment throughout the Public Service.
Provision of standard management and administrative courses.
Administration of all short term job related training courses and internship or
attachments. '
Implementation of the approved training policy for the Public Service.
Building and developing the technical capacity of the Directorate, with the
assistance of ODA and the UK Civil Service College, will include a number of
strategic elements as follows:
Professional of identified trainers within Office/Ministries in line- with the .
approved training policy for the Public'Sérvice.

- Design, development and implementation of training programmes to enhance the
existing portfolio of available courses.
Sharing and transferring the training of staff development material between the

directorate and the UK Civil Service College.
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DEVELOPMENT ISSUES AND PERSPECTIVES TOWARDS THE
21ST CENTURY

Development Issues and Perspectives

For Namibia to realize its national development objectives, it must succeed in mobilising
international ‘markets and resources, within the framework of policies and expenditures set

out in the National Development Plan.

In more concrete terms, it is envisaged through bilateral dialogues, to build up a planning
system and reconcile the targets width the resources that can be solicited for programmes and

projects to be laid out in the NDP 1st five year Public Sector Investment Programine.

It is not the intention to promote a highly centralised planning system, bud to have a more
flexible style of indicative planning, the system applied with great success by the East Asian
“tigers” and Botswana. The plans will focus on a phased and consistent approach to the
programming of public services in close cooperation with the Government’s international

partners, its social partners in the private sector, NGO’s and trade unions.

Furthermore Namibia will continue to pursue policies which promote a more competitive and
productive economy and the Government is determined to go much further towards creating a

climate of enterprise.

In this regard the Export Processing Zones Act which will probably be promulgated by the
end of March will provide the opportunity to create or expand export earnings, create
industrial investment, including foreign investinent, encourage technology transfer and the
development of management and labour skills. Special incentives for Manufacturing
Enterprises has also been introduced by the Government for example corporate tax rates have

been reduced to 35% and many others.

Our country will pursue a policy of “economic diplomacy” in future, which means we will

direct our efforts and energy in promoting economic development.

Non Governmental Organisations will also be expected to play a criiical role in the process of
policy formulation and programme design, as well as implementation. Already, some NGOQ’s
arc members of the JATCP and many more will be expected to participate in the process of

programme implementation.
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There will be extensive consultation between Government and the business

community, trade unions and other non-governmental or'gani'Satizons;‘ _

There will be major emphasis on economic management and implementation of
the policies put in place during the transitional peridd. NDP 1 will be' aimed at
action.

NDP | will be quantitative targets for Government during the plan period,
- including a five year expenditure programme and a full Public Sector Investment
Programme set within a framework defined by the economic situation of the
country.

It is considered important that the compiled plan is sufficiently flexible to

accommodate changes in the economic, physical, social and commercial

environment of the country. Regular mid-term reviews will allow for adjustment

of activities at hand.

Considerable progress has undoubtedly been made in consolidating democracy,
establishing the institutions necessary in an independent country, and taking

Namibia’s place in the international community. -

Despite economic constraints, Government is succeeding in restructuring its
spending priorities and increasing expenditure on the social sectors. This has
already led to an improvement in access lo public services and a consequent
enhancing of human development indicators. However, much still remains to be
accomplished. There is still widespread poverty and income distribution remains
highly unequal. Over the next five years and beyond Government will continue

to tackle apartheid’s enduring legacies of poverty and inequality.
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OUTLINE OF DEVELOPMENT POLICY

Introduction

Development is the backbone of the Government of National Unity’s onslanght against

poverty in the country. This has been formed around a well conceived programme, known as

the Reconstruction and Development Programme (RDP). This programme realises that

development in the present South Africa, is to a great extent synonymous with poverty

reduction but is interdependent with growth of the economy.

Ob]'ectives' '

The RDP forms the development strategy of the GNU. This programme includes the

following main characteristics:

@
(i1)

(iii)
(iv)
W)

(vi)

A gradual reduction of the fiscal deficit.

To this end, Government intends to ensure that recurrent govermment
expenditure does not increase in real terms.

A reduction of governinent dissaving.

A greater emphasis on capital expenditure in the government budget.
Reprioritisation of the budgéts of National, Provincial and Local government
budgets to attain the poverty reduction goals.

Development of human resources to meet the new challenges faced by the civil

service.

Basic characteristics and Priorities

1.3.

1.3.

The programme must be integrated and sustainable. The development
programme brings together strategies to harness all our resources in a coherent

and purposeful effort that can be sustained into the future,

The programme must become a people-driven process. The RDP is focused on
peoples’ immediate needs and it relies in tumn, on their energies. Development is
about active involvement and growing empowerment. Maximum transparency

and inclusivity are called for.

The programme’s success rests on the achievement of a stable society in terms of

security and peace. The combatting of the endemic violence is a prerequisite for
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success in the RDP.

Once peace and security are established, nation building witl become a further
priority. The commitment of all partics in the government to the RDP
underscores the notion. of a single country, with a single economy functioning
within a constitational framework, which establishes and consolidates our

national sovereignty.

The RDP is based on the notion that reconstruction and development are parts of
an integrated process. The RDP integrates growth, development, reconstruction,

redistribution and reconciliation into a unified programme.

A key to this link is an infrastructural programme that will provide access to
modern and effective services such as electricity, water, telecommunications,

transport, health, education and training for all people.

All this will depend on a thorough-going democratisation of South Africa. This
is not confined to periodic elections. It is rather, an active process, enabling

everyone to contribute to the programme of development.

These principles of the RDP require clearly identified and substantiated
integrated goals. They require organised structures which can ensure coordinated
action. They require a socially accepted standard of measure by which Society

can judge whether and what progress is being made towards the phased

achievement of the goals.

CURRENT STATUS OF DEVELOPMENT

Government and the RDP

In implementing the development programme, the Government’s first priority is to transform

the way the Government itself operates. This lays the groundwork for the involvement of the

private sector and the International Development Assistance Community. Coordinated,

efficient, transparent and consultative government is a basic premise of the RDP.

The government will take a leadrole in implementing the RDP, but with clear criteria so that

all cilizens can become involved in implementation. Together the Government and the people

of South Africa will give renewed priority to the provision of goods and services to meet
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basic needs, develop our human resources, build the economy and democratise the State and

society.

The Government, through a process of consultation with the various stakeholders and the
different tiers of government has identified the fallowing programines as the key medium to

long-term programmes to drive implementation of the RDP:

— Meeting basic needs — urban and rural development.
— Human Resource Development.
— Demaocratisation and Institutionat reform.

— Economic Restructuring.

-These programines relate closely to the major principles set out above. The programmes will
include projects that are carefully identified and selected, compilation of project business
plans, performance monitoring to support and ensure compliance with project business plans,

and reporting of salient information.

One of the many instruments and structures that government launched in its endeavour to

meet these goals was the RDP Fund —

The RDP Fund is vital for both the reform of the Govenment and implementation of the
RDP. It is established in terms of the RDP Fund Act of 1994, and is administered by the
Minister of Finance. Allocation of funds is controlled by the Minister without Portfolio. The
goals of the fund are to start the key programmes of the RDP, to leverage the entire Budget to
the new priorities, to encourage institutional reform and to facilitate the restructuring of the
public sector. In particular, the RDP Fund will assist the Government in directing expenditure
away from consumption and towards capital expenditure. There are several sources for this
Fund.

Firstly, the Fund will initially draw its resources from money appropriated by Parliament for
the Fund through savings by the departments. In the 1994/95 budget R2.5 billion was
-~ allocated to the Fund. This amount will increase to R5 billion in -1995/96 and will

progressively increase to R10 billion in 1997/98 and R12.5 billion thereafter.

Secondly, the government’s receipt of international and domestic private grant aid will be
wecondaly b4 P | Y g

directed to the Fund. We return to this below.

Thirdly; the Fund could benefit from interest earned from the investment of money standing

— Y —
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to the credit of the Fund.
Fourthly, the fund could benefit from proceeds from the sale of state assets.

Fifthly, the RDP Fund could draw upon other sources of funds, including revenue from

lotteries and gambling.

The programmes and processes of the RDP must lead to the initiation, management and

completion of fundamental change in society.

In his State of the Nation Address to Parliament on 24 May ’94 the President set out certain

projects which would launch the delivery of the RDP, The task teams in consultation with

- government departments then identified specific projects which conformed with the

following criteria:

— high impact on the community they serve

- empowerment of these communities

— economic and polilical viability and sustainability
— job creation

- provision of basic needs

— training and capacity development

- affirmative action with respect to gender and race
- visibility

— transparency / potential to leverage funds from old priorities to new ones.

Private Sector’s Role

The private scctor in South Africa has formed part of a triad of players in the development of
broad economic and development policy, although at a modest scale. The National Economic
Forum (NEF) was a body consisting of Government, Labour and the Private Business Sector.
This body was consultative in many crucial areas of economic and labour policy especially
during the transition to the new government. Under the Government of National Unity, a new
body was formed to continue and expand the collaborative function of labour, economic and
development policy. The National Economic Development and Labour Council (NEDLAC)
will extend and enhance the work of the NEF. | |

Besides this Forum, the business sector has emerged with strong RDP sections in their own

corporations. This has already been seen as refocussing the effort of business towards a more

.
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participatory role in development. Where such programmes are absent, donations/grants are

paid into the RDP Fund by these corporations.

The International Development Assistance Community

The previous government of South Africa never qualified for ODA by the International
Donor Community. Aid did, however, flow to the Non-Governmental Organisations (NGO’s)
to support a wide range of activities in the Social arcas of education, health and human
resource development. With the arrival of the new Government of National Unity (GNU) we

have become eligible for foreign ODA.

OFFICIAL DEVELOPMENT ASSISTANCE

Introduction

The Government of National Unity (GNU) has committed itself to fiscal and monetary
discipline and to using all available domestic resources to finance the Reconstruction and
Development Programme (RDP) in an effective and efficient manner. This disciplined
approach must be extended to inciude foreign ODA. Many countries have translated their
goodwill towards South Africa’s transition into offers of grant and technical assistance,
concessionary and other loans and limited guarantees, and trade credits. These offers are
significant but complex in their detail. Experience elsewhere has shown that without
systematic coordination such offers are often not fully utilised. In addition, alt such assistance
has further budgetary implications which if not planned for, leads to inefficiency and a
disruptive effect on fiscal planning and discipline. Accordingly, it is essential for such ODA

to be'integrated into the priorities of the RDP.

The International Development Assistance Community (IDAC) has been encouraged to
participate in the funding and implementation of the RDP in a coordinated and practical way.
To this end the GNU has created an International Development Cooperation Committee
(IDCC) to, inter alia, coordinate such OﬁA. The committee, its composition, functions and
procedures are explained below, with accompanying procedural guidelines to foreign

agencies and their South African partners,

The procedures have been designed to ensure that both the foreign donor and local recipient
of all forms of assistance achieve maximum advantage. To this end, a framework has been
agreed upon by the GNU. The procedures are a ﬁfsl step in establishing a system that will
allow all IDAC members to participate in and assist the GNU and the people of South Africa

— 7
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to ensure that the objectives of the RDP are met through the effective utilisation of i.a. the

support of the donor community.

The principles on which the framework rest have been discussed with the IDAC an several

accasions and can be viewed as the basic objectives of the ODA.

Principles fobjectives

3

3

3

2,

2.

2.

2.

2.

2.

1

2

3

5

The basic approach of the GNU is to integrate ODA into both'the budget and the

GNU'’s envisaged investment programimes.

The GNU seeks to maintain recurrent expenditure at constant levels in real terms,
whilst lowering the deficit before borrowing as a percentage of GDP. The RDP is
seen to apply to all Government expenditure and to the latter’s reprioritisation.

The RDP must not be seen as an “add-on” programme.

The GNU’s intention is not to increase its borrowing exposure, but Eo redesign
this exposure, thereby indirectly releasing resources: that can be used for
reprioritisation. Any project utilising foreign grant or concessionary loan
assistance, and any ensuing contingent liabilities (such as recurrent expenditure
and the repayment of loans), must also be provided for in the budgets of the

responsible agencies or departments.

If assistance is directed to the GNU, the funds should' ideally go through
Government accounts. I not, a system should be agreed upon with the IDAC
partner whereby such assistance can be accommodated in-the budget of the
department or institution concemned through a special account at the Reserve
Bank of South Africa.

In principle, grant aid is subject to the same criteria as any other form of ODA. It
should prefefably be passed through the RDP Fund, as this will facilitate '
integration into the budget, and will contribute to the GNU achieving fiscal and

monetary discipline.

When ODA is provided to the GNU, there should not be any unilateral decisions
on assistance from the International Development. Assistance . Community
(IDAC). All forms of such ODA must be concluded after- mutual .agreement

between both parties.

.
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The centralised approach to ODA, preferred by the GNU, applies only to the
financial dimensions of assistance and not to collaboration between partners in

the implementation of any project agreed upon.

Due to pending legislation, any potential assistance to provincial and local

governments should be brought to the attention of the GNU.,

All South African recipients of QDA should inform the GNU of such assistance

so that the latter is in a position to ensure an effective and equitable allocation of

resources. The above provision do not relate to ODA to NGO’s or the private
sector. However, discussions will proceed with these bodies to establish an

information system to ensure an effective and equitable allocation of resources

- and to deal with any implications for government budgets.

3.3 Explanation of the functions of role-plavers

3

CH

3.

I

The IDCC

The International Development Cooperation Committee (IDCC) was created by
way of a Cabinet decision on 24 September 1994, It is chaired by the Departiment
of Finance, and its members are the Department of Foreign Affairs, Office of the
President (RDP Office), Department of State Expenditure, Department of Trade
and Industry, Central Economic Advisory Services, and the SA Reserve Bank.
The Department of Finance has delegated its secretariat duties for the IDCC to
SECOSAF.

Funciions of the IDCC

To act as the principal channel of communication and coordination between the
GNU and the IDAC. '

To identify and analyse foreign ODA to the GNU. This includes registering,
vetting, assessing, clearing, monitoring and evaluating external resource flows to

the RDP and other GNU-orientated projects and programmes.

To develop procedures and apply criterid for project and programme eligibility
for ODA. |
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To coordinate the mobilisation and utilisation of ODA.

To match specific pledged offers of ODA instruments or a mix thereof to the

most suitable projects or programmes and their implementing agencies.

To coordinate and approve all intergovernmental and inter-agency framework

agreements entailing aspects of ODA, for submission to the GNU,

To facilitate links and commusication between the IDAC and local

implementing agencies.

To establish, where this does not exist, the most suitable systematic information

management system to allow for the tracking, monitoring and evaluation of
foreign ODA flows.

To create regular discussion forums on a bi- and multilateral level between the
GNU and the IDAC,

To assess the short-, medium- and long-term consequences, for the budget and

the GNU’s debt management strategy, of the GNU’s acceptance of ODA.

To co-opt central line function- departments, provinces and parastatals into
decision-making as and when such line functions are involved in ODA

programines.
To advise the GNU on problems that may occur when its wishes and the IDAC’s
requirements cannot be accommodated or reconciled, and to act as the GNU’s

negotiator in the event of disagreement with the IDAC.

To provide all information on ODA to the GNU, and related matters to all
interested parties.

To develop a communication strategy to relay GNU policy on ODA to the public

via the media or other appropriate means.

To maintain an adequate and accurate record of available sources of ODA and its

disbursement.
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Functions of the Department of Finance

- To convene and chair the IDCC.

To mobilise concessionary loan funds.
To make recommendations with regard to apportioning such available funding to
projects and programmes in accordance with the GNU’s fiscal and tfinancial

policies and to submit these to the IDCC for decision-making.

To réceive and redirect to relevant line function departiments, provinces and

parastatals, all ODA communications that are within the purview of the IDCC.

To inform the IDAC on the GNU’s fiscal policy and related matters.

To determine, in conjunction with the SA Reserve Bank and the Central

Economic Advisory Services (CEAS), all the consequences of the GNU

-accepting loan packages and to establish the long-term repayment profile of each

loan.

To negotiate all financial aspects of loan agreements with the IDAC.

The RDP Ministry

To mobilise all ODA grants and technical assistance.

To make recommendations on apportioning such assistance to projects and

programmes in accordance with the RDP and to submit this to the IDCC for

‘decision-making.

To ensure that all decisions of the IDCC comply with Government policy in
terms of the RDP.

To establish, in conjunction with the Department of State Expenditure, CEAS
and the respective line department, the long-term effects of accepting ODA

grants and technical assistance.

In conclusion it can be stated that the Government’s policy with regard to official
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development assistance. is to conclude either a framework agreement or a
memorandum of understanding with each partner. The rationale for this policy is
to define agreements reached on the scope and area of cooperation between the

Government and its assistance partners.

4. DEVELOPMENT ISSUES AND PERSPECTIVES

The nature of development within a Southern African Region does not differ much from that of other
regions in Africa. However, the institutional arrangements within and amongst. the countries of the

region do distinguish it from the rest of the continent.

The region also possesses reasonably strong and organised economies with variable degrees of
sophistication. The first issue¢ would thus be to focus on this variability and develop the capacity
within the weakest economies to take advantage of the benefits of a strong programme of reform to

build on the strengths of the particular country and the region.

The prerequisites for development of the full potential of this region are foremost to be found in the
internal economic and political policies, e.g. freedom of speech .and association, property rights,
market access, human rights, transparent and accountable institutions. In other words, governments

will have (o change from exercising control to creating an enabling environment,

The most promising issue which could be of prime significance for the development of the individual
countries is however the strong consensus in-Southern Alfrica that cooperation is a powerful means to
promote economic development, It is in this light that the Donor Partners must have a two pronged
approach in their involvement in the region — a country specific approach and a regional approach,

which should be complementary to each other.

Specific issues to be cleared and further developed are the NGO sector’s role in the process of poverty
alleviation and development. Furthermore, the effectiveness of aid needs to be focused on in much
more detail. In this regard the component of technical cooperation is a prime example of inefficiency
resulting from uncoordinated and donor-driver support programmes. We would do well as recipients

and donors to revisit an excellent study by UNDP on rethinking technical cocperation.
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