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Introduction
Focus on industrialization not new as such
• RISDP - diversification of economic structure and exports
• SADC Trade Protocol – competitiveness to make FTA more
meaningful
• 2009 Industrial Upgrading and Modernization – enhance industrial
capacities and regional value chains
• 2012 Industrial Development Policy Framework - regional synergies
in
value-added
production
&
enhancement
of
export
competitiveness
• World events especially on falling commodity prices
• Realize better value and standards of living for citizens – value
addition & beneficiation
• New focus on funding (RDF?), Technological & economic
transformation, enhanced role for Public-Private Partnership,
alignment with continental Agenda 63
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Summit Mandate

In August 2014, Summit:
i. endorsed “Leveraging the Region’s Diverse Resources
for Sustainable Economic and Social Development
through Beneficiation and Value Addition” as the 2014
Summit Theme;
ii. mandated the Ministerial Task Force on Regional
Economic Integration to develop a strategy and
roadmap for industrialization of the Region.
iii. directed the Secretariat to convene an Extra-Ordinary
Summit by April 2015, to deliberate on the proposals
from the Ministerial Task Force and take final decisions
on the matter.
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Development of the SADC Industrialisation
Strategy

• The Secretariat partnered with Strategic Partners, National and Regional
Experts to develop the Strategy.
• National Consultations and well as a series of regional meetings were held in
February and April and the Strategy was adopted by Summit on 29 April 2015.
Summit:
i. approved the SADC Industrialization Strategy and Roadmap;
ii. directed the Secretariat to develop a detailed and costed Action Plan for the
implementation of the Strategy and Roadmap and submit to Council in
March 2016; and
iii. endorsed the Ministerial Task Force recommendation that an appropriate
institutional framework to support the implementation of the SADC
Industrialisation Strategy and Roadmap, aligned to the Revised RISDP
(2015-2020), be designed and established within a comprehensive and
consolidated organisational structure. The institutional framework must aim
at enhancing the capacity of the Secretariat to deliver on the Strategy,
including the institutional infrastructure requirements of the organization.
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Global Context
Industrialization strategy positioned within the global and
regional production dynamics of the 21st century: • Industry is becoming increasingly skills-, technology driven as
well as capital-intensive (=>less labour-intensive)
• Barriers to entry rising – very few “easy” launch-pads, subsectors
• “Premature” de-industrialization (exemplified by shift to
services) is setting in earlier, i.e. at lower per capita income
levels, and at lower shares of manufacturing employment in
total employment.
• Manufacturing now characterised by shift from full “product”
manufacture to “task” manufacture via offshoring and
participation in global and regional value chains. There is also
shift from standalone factory locations to clusters.

Where are we starting from?

• In most SADC states there is no positive structural change
but structural regression. Workers are either staying in low
income agriculture or leap-frogging’ industry altogether –
moving from agriculture to services and/or to the informal
sector.
• Since 1990, services and mining have been the fastestgrowing sectors, while manufacturing and agriculture have
lagged.
• Employment is greatest in the lowest productivity sector –
agriculture. However, in the two highest productivity sectors
it averages just 3% of the workforce.

SADC: SECTORAL GROWTH RATES

THRUST OF THE STRATEGY
• The strategy is driven by the necessity for the
structural transformation of the SADC region by:
o Industrialization,
o modernization,
o upgrading and
o Deeper regional integration.
• Strategic thrust must shift from reliance on resources and
low cost labour to increased investment and enhanced
productivity of both labour and capital.
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THE STRATEGIC GOALS (quantitative)
i.
ii.
iii.

iv.
v.

vi.

To lift the regional growth rate of real GDP from 4% annually (since
2000) to a minimum of 7% a year.
To double the share of MVA in GDP to 30% by 2030 and to 40% by
2050, including the share of industry-related services.
To increase the share of medium-and-high-technology (MHT)
production in total MVA from less than 15% at present to 30% by 2030
and 50% by 2050.
To increase manufactured exports to at least 50% of total exports by
2030 from less than 20% at present.
To build market share in the global market for the export of intermediate
products to East Asian levels of around 60% of total manufactured
exports.
To increase the share of industrial employment to 40% of total
employment by 2030.
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THE STRATEGIC GOALS (qualitative)?
(i) Achieve major socio-economic and transformation at the
national and regional levels.
(ii) Accelerate the growth momentum and enhancing the
comparative and competitive advantage of the economies of
the region.
(iii) Diversify and broaden the industrial base and
interdependences
(iv) Enhance the productive capacity, productivity and
competitiveness of SADC economies
(v) Provide a framework for technological and industrial catchup, export diversification, natural resources beneficiation,
enhanced value-addition and increased regional trade and
employment generation
.
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STRATEGIC GOALS (QUALITATIVE)
(vi) Develop viable regional value chains capable of
interacting with global value chains and identify
areas
where the SADC region can have the greatest
success
in capturing high opportunities based on present
and
future strengths and capabilities.
(vii) Build a collaborative but challenging strategic
partnership between governments, the private
sector, civil society and development partners as a
compact for industrialization.
(viii) Ultimately, build firm and enduring foundations
for a
modernized SADC economy.
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ESSENTIAL ELEMENTS FOR INDUSTRIALIZATION
i.
ii.
iii.
iv.

v.
vi.

Industrialization is a key for transformation and strengthening
inter-industry links.
Factor productivity as a fundamental metric of development and
transformation processes.
Technological upgrading and innovation as enablers and creators
of employment and competitiveness.
Geography and natural resources as crucial factors in establishing
national and regional economic clusters to support diversification
and inter-linkages.
The recognition of the impact of global technological evolutions on
trade patterns.
The crucial role of the government as a developmental agent in
perceiving, developing, promoting and implementing industrial
development and creating the requisite environments.
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cont(vii)The importance of establishing a compact for industrialization and
development, consisting of the government, private sector, civil society,
development partners and prospective investors;
(viii) The central role of the private sector as the driver of industrialization
and in particular the contribution of SMEs to employment growth and
national development
(ix) The acceleration of the tempo of SADC’s integration programme,
promoting the complementarities of national and regional efforts on
industrial development issues and leveraging the positive aspects of
the various regional and global agreements of which SADC is party;
(x) Creation of a stable macroeconomic environment and strong
microeconomic foundations for the development and growth of the
private sector and promotion of regional economic interdependence

1
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ESSENTIAL ELEMENTS FOR INDUSTRIALIZATION –cont-

(xi) The critical importance of coordination and interfacing of the industrial
development efforts nationally and regionally – to ensure maximization of
gains and avoidance of harmful competition;
(xii) The importance of ensuring environmental and social sustainability,
taking into consideration envisaged impacts of industrialization on
climate change and the adoption of technologies and modalities that
enhance resource efficiency and reduced waste;
(xiii) The importance of accelerating empowerment (skills, opportunities,
funding) of youth and women to enable them to participate fully in
economic development;
(xiv) The recognition of the role of ICT as an enabler as well as a catalyst to
industrialization and the need for mainstreaming ICT in the socioeconomic transformation process
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THREE CORE PILLARS
1. Industrialization as champion of economic
and technological transformation.
2. Enhanced competitiveness at firm, industry,
country and regional level.
3. Regional integration as the context for industrial
development.
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STRATEGIC INTERVENTIONS
1.
•
•
•
•
•
•

Macroeconomic stability within a developmental state:
Inclusive growth
Economic diversification
Enhanced competitiveness
Deeper regional integration
Macroeconomic policy convergence.
Macro-economic policies must support industrialization
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STRATEGIC INTERVENTIONS
2.
Revitalising Regional Integration
• Frontloading industrialization will be promoted by
implementing a conscious strategy of developmental
regionalism
• This means sequencing trade liberalisation alongside policies to
build productive capacity, primarily in the private sector.
• To maximize the benefits of the much-enlarged FTA, existing Rules
of Origin must be rationalized
• Member States must implement their commitments on regional
integration and re-align and interface their policies and plans
with SADC’s regional industrial priorities
• Donors must support industrialization-but Member States and the
private sector have to play a bigger role.
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STRATEGIC INTERVENTIONS
2. Revitalising Regional Integration (continues)
• Inter-regional and international trade agreements, including
the EU-SADC EPA and WTO obligations, will need to be
factored into the new trading order. The impact of these
agreements on industrialisation also needs to be analysed.
• Regional programmes and initiatives should be re-focused to give
added impetus to regional industrial development.
• Economic space in SADC will be significantly expanded as a result
of
the Tripartite and the Continental Free Trade Areas.

16

STRATEGIC INTERVENTIONS
3.
3.1

Removing Binding Constraints
Inadequate and poor quality infrastructure
(energy, transport, ICT, water)
3.2
A severe deficit of the skills needed for industrial
development
especially science, technology, engineering and
mathematics
(STEM) training.
3.3
Insufficient finance
 None of these is susceptible to quick-fix, short-term solutions.
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STRATEGIC INTERVENTIONS
3.1
Infrastructure
• Increased investment in infrastructure (soft and hard),
improved management and additional spending on
maintenance are prerequisites for industrial take-off.
• Regional Infrastructure Development Master Plan (RIDMP) to be
fast-tracked and aligned to meet the varied needs of the
Industrialization Strategy.
• There is a need to use the RIDMP to catalyse industrialization.
• What can be done to build the capacity of local suppliers to
participate in mega-infrastructure projects?
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STRATEGIC INTERVENTIONS
3.2 Skills Development
• Increased spending on formal academic education is a
necessary but not a sufficient condition for
industrialization.
• Education systems need to be restructured with a focus
on
technical and vocational skills of all kinds, especially
those
appropriate for a modern, knowledge economy.
• Identify Centres of Excellence and Centres of
Specialization
• Link universities with industry
• Member States should facilitate the movement of
factors of
production – capital and skills - within the SADC region 19

STRATEGIC INTERVENTIONS
3.3
Financing
• Existing savings and investment levels fall far short of what will
be needed to drive structural transformation, economic
diversification and poverty reduction.
• Member States must increase both savings and investment as
shares of GDP to the levels achieved by Asian comparators –
at least 30% of GDP.
• Both governments and private sector must be involved-do not rely
on donors to fund industrialisation.
• There will be no SADC industrial revolution without substantially
higher investment in infrastructure, upgrading and diversifying the
capital stock and the provision of the high-technology skills
necessary in modern industry.
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STRATEGIC INTERVENTIONS
3.3 Financing (continues)
• The Strategy sets out a menu of domestic (see next
slide)
and foreign financing options, including the
establishment of
Sovereign Wealth Funds in resource-rich economies,
to
ensure that mineral, oil and gas rents are not
repatriated or
spent domestically on consumption, but mobilized
and
used to fund investment in infrastructure, skills and
industrial projects.
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Eight main domestic sources could be tapped:
(a)
The internal fiscal system: Taxation.
(b)
The financial sector.
(c)
Capital markets.
(d)
Private equity funds.
(e)
Public-private partnerships.
(f)
SADC Development Fund.
(g)
Sovereign Wealth Funds.
(h)
Remittances.
(i)
Institutional savings including Pension Funds
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STRATEGIC INTERVENTIONS
4. Industrial Development
• Frontloading industrialization should be a function of
diversification – enterprises breaking into new industries,
utilizing new processes and producing new and better quality
products for domestic and foreign markets.
• Diversification policy should be founded on close public-private
sector dialogue to “discover” projects, products and processes
that will broaden the industrial base and propel economies up
the value addition and technology ladders.
• Establish working parties drawn from the public and private
sectors to identify new products and processes that “fit” the
country’s actual and nascent comparative advantage.
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STRATEGIC INTERVENTIONS
4. Industrial Development (continues)
• In addition to the list of industrial diversification
projects, public-private collaboration should also
identify potential to develop regional and global
value chains.
• Many industries in SADC produce basic goods
for the consumer market. There should be
industrial restructuring with a thrust towards the
manufacture of intermediate and capital goods,
notably engineering, machine tools and hightech production systems.
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STRATEGIC
INTERVENTIONS
5. Potential Growth Paths

The strategy prioritizes 3 mutually compatible
growth paths
• Agro-processing
• Minerals beneficiation and downstream
processing, &
• Enhanced participation in value chains at the
national
regional and global level
Projects under all three can be simultaneously
implemented, subject to their financial viability
and their regional and/or global competitiveness.
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Agro-processing
• The SADC region has comparative advantage in agro-processing,
especially the beef and leather value chain development.
• Agribusiness, in general, is an obvious priority in almost all SADC
economies. It is job intensive and accords with existing comparative
advantage and therefore an appropriate industrialization strategy,
albeit one in which success depends on a marked increase in farm
productivity, especially at smallholder level.
• Also, there are clear inter-linkages between the agro-processing
sector and other sectors, such as pharmaceutical and services.

STRATEGIC INTERVENTIONS
Minerals Beneficiation and Downstream Processing
• For example, in the mineral sector alone, SADC contributes about 6% of
coal, 7% of nickel, 8% of copper, 13% of uranium, 15% of manganese, 18%
of cobalt, 21% of zinc, 26% of gold, 41% of chromite, 55% of diamonds and
72% of platinum group metals to world production.
• SADC countries should fully exploit comparative advantage in resource
intensive industries through beneficiation and value addition, while also
ensuring that the industrial base is upgraded and diversified by intensified
downstream processing and business linkages.
• Beneficiation requires huge investments… and pertinent policies on
resource exploitation, promotion of interlinkages and ploughing back
natural resources rents, through establishment of Sovereign Wealth Funds.
• Major minerals beneficiation projects require huge investments but may
also depend on cross-border co-operation in transport or energy
infrastructure and input supply.
• SADC should negotiate with destination markets to promote “beneficiation
at source” within the SADC region.
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•

SADC countries should fully exploit comparative advantage in
resource-intensive sectors through beneficiation and value addition
while taking cognizance of the need to transform the industrial base
through intensified downstream processing and inter-linkages.

•

Returns from enhanced mineral exports would need to be ploughed
back into the modernization of the natural resources sector and leveraged
to facilitate industrial deepening and diversification.

•

Regional co-operation in the exploitation of natural resources which often
extend beyond an individual country’s borders is essential, notably in the sharing
of technology and skills, interlinked infrastructure services and input supply.

•

Assess the landscape on forward contracts in the minerals sector to assess the
scope and visibility of value addition and mineral beneficiation.
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VALUE ADDITION

INVESTMENTS

PLATINUM

DENTAL EQUIPMENT

JEWELLERY

AUTO CATALYST
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JEWELLERY

VALUE ADDITION

INVESTMENT

GOLD

GOLD COINS
ELECTRONICS
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VALUE ADDITION

COPPER
COPPER CABLE
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VALUE ADDITION

NICKEL

STAINLESS STEEL
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VALUE ADDITION

OFF-GAS

FERTILIZER

CHEMICALS
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VALUE ADDITION & VALUE CHAINS
• Limitations of commodity exports clear –
• Angola (oil), South Africa, Zimbabwe (platinum, gold); Botswana
(diamonds), Zambia (copper).
• This highlights the imperative of value-addition to agro and mining
products.
• Value chain participation goes hand in glove with value-addition.
• Potential to extend production possibilities and enable
cross-border utilization of natural and human resources.
An example of global value chain is depicted on the next slide . . .
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LOGISTICAL ENABLERS
• Cross-border value chain development depends on:
 Reliable and efficient transport;
 Streamlined border logistics for movement of
semi-worked materials;
 Removal of “behind the border” obstacles to
trade; and
 Cross-border financial transactions fully enabled
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STRATEGIC INTERVENTIONS
6. A Compact for Industrialization – Roles of the State & the Private
Sector.

6.1 The Role of the State
• Creating an enabling policy & regulatory environment
o binding constraints (infrastructure, skills development and financing);
• Playing an enhanced developmental role
o Building industrial parks to support cluster development;
o Investing in R&D for industrial development and innovation;
o Implementing trade and competition policies to improve market
access and restrain market power; and
o Strengthening institutional capacity to facilitate industrialization and
trade.
• Facilitating creation of a platform for public-private dialogue on
industrialization strategy & its implementation
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STRATEGIC INTERVENTIONS
6.2 The Role of Private Sector

• to be consulted & involved in implementing the
industrialization strategy;
• Through Public-Private partnerships, participate in
discovering and easing constraints on business.
7. Mainstreaming Gender and Youth Issues
• Empowerment of women and youth to participate in the
industrialization process, e.g. by improved access to finance,
skills development and SME support programmes;
• Both public and private sectors must increase their efforts to
support youth innovation and entrepreneurship and create
quality job opportunities for school-leavers.
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STRATEGIC INTERVENTIONS
8. Strengthening Small and Medium Scale Enterprises
• Increasing small business survival rate
o training programmes (business & technical skills)
o access to market information,
o suitable financing, (incl. medium & long-term)
o favourable fiscal policy environment; &
o assistance in accessing modern technology.
• A procurement policy that gives priority to SMEs without
compromising quality.
• Simplification of the fiscal and regulatory framework for SME
development and growth.
• Establish a database of the size and structure of the SME sector and
a competitiveness observatory

STRATEGIC INTERVENTIONS
9. Enhancing Competitiveness
• improved competitiveness at both national and
enterprise levels to revitalise industry and regain
market share lost to foreign competitors, especially
from Asia.
• Use Public-Private co-operation and dialogue to
prioritize competitiveness;
• Use of national and cross-border clusters and
specialized production and export zones to promote
competitiveness & development of RVCs

STRATEGIC INTERVENTIONS
10.Ensuring Environmental Sustainability (Green and Blue
Economy)
• To promote inclusive and sustainable industrialization by
taking into account initiatives on the green and blue economy.
• To implement the Regional Green Economy Strategy and
Action Plan for Sustainable Development
• To exploit the enormous potential offered by SADC’s ocean
resources under the Blue Economy Initiative in order to
catalyze industrialization and economic transformation

STRATEGIC INTERVENTIONS
11.
Investment Planning
The long-term investment planning to support the three phases should take into
consideration the following dimensions:

1. Implementation of the strategy is primarily the responsibility
of each Member State.
1. Development of the regional infrastructure networks (roads, rail, research
institutions, etc.) is a shared responsibility.
2. Development of regional value chains (RVCs) and industrial clusters are a joint
responsibility for governments and the private sector, supported by national and
regional financial institutions.
3. Prioritization of projects should be based on their national and/ or regional
strategic importance (e.g. mineral beneficiation), their regional interdependence
(e.g. those based on inputs to the regional economy such as manufacturing,
agriculture and construction), value addition and employment generation potential.
4. A formula for sharing costs (including risks) and returns should be agreed on.
5. Lagging areas should receive particular attention.

STRATEGIC INTERVENTIONS
12.
Mobilizing
Financial
Resources
for
the
Industrialization Strategy
• Member States must increase both savings and
investment as shares of GDP emulating the levels
achieved by Asian comparators.
• substantially higher investment in infrastructure,
upgrading and diversifying the capital stock and the
provision of the high-technology skills necessary in
modern industry remain key pre-requisites for SADC
industrial revolution.
• Key is innovation on raising finance, non-traditional
sources

THE
ROADMAP

DEVELOPMENT TRAJECTORY
The strategy and roadmap covers the period
from 2015 to 2063.
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THREE GROWTH PHASES
PHASE I
• covering the remaining period of the RISDP
(2015-2020), the focus will be on
consolidating and completing the remaining
agenda, while laying down firm foundations
for long term development.
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PHASE II
• SADC
economy
characterised
by
diversification and boosting the productivity
and competitiveness of factors and sectors
via
close
partnership
between
the
government and the private sector, both
domestic and foreign.

PHASE III
• In Phase III (2050-2063) the region moves
towards the desired goal of a modern,
sophisticated innovation-driven economy.
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Knowledge Economy
• GDP per capita would need to rise from US$ 9000
in 2050 to US$ 17000 by 2063, implying annual
income growth of 5.3%
• Heavy investment will be needed in frontier
knowledge, developing unique skills, stimulating
and nurturing innovation, sponsoring competitive
enterprises and deepening the entrepreneurial
culture

36 Policy Recommendations
Key priorities for the next 5 years include:

1. Regional agricultural and non-agricultural value chains
and value addition strategies in selected sectors
developed and implemented by 2020
2. Strategy for leveraging Regional Infrastructure
Development Master Plan (RIDMP) to
catalyze
industrial development completed by 2018
3. Regional skills forecasting model to guide future
training programme for industrialization
developed
and implemented & regional accreditation framework
developed by 2020

4. Model legislation and regulations for the prioritized
sectors developed and implemented by 2017
5. Protocol on industry developed and operationalized
by 2020
6. Legal and Institutional Capacity for implementing
and enforcing Intellectual Property Rights (IPR)
including
Indigenous
Knowledge
Systems
developed by 2020
7. Regional centres of excellence & specialization for
selected priority sectors identified and strengthened
by 2020
8. SADC Raw Material Initiative

Other Key Policy Recommendations
10.Transformation of manufacturing SMEs
11.Regional private sector partnership and
collaboration strategy
12. Regional strategy on inclusive business
13.Enhancing capacity of the private sector in
strategy development, innovation, management
and technology use
14.Skills and factor mobility
15.Trade facilitation mechanisms

Conclusions
• Imperative – Public-Private Sector collaboration to implement the
Industrialization Strategy including identifying priority sectors as well as
potential products
that could be considered in the development of
regional value chains.
• Required - Meetings at regional and national levels to be undertaken to
assist MS to identify the key activities that must be included in the costed
Action Plan.
• Essential - The private sector and governments must also allocate
adequate resources towards implementing the Strategy. Innovative and
sustainable regional solutions to finance industrialization must be
explored.
• Critical - Region must explore ways of using infrastructure
development projects to catalyse industrialization.
• Necessary - Private sector & policy makers must have continuous
engagement at all levels

