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EXECUTIVE SUMMARY

Before the coronavirus disease (COVID-19) outbreak in Wuhan, Hubei Province, China in December 2019, and its

subsequent spreading to other parts of the world, economic growth in Southern Africa had been projected to 

recover from an estimated 0.7 percent in 2019 to 2.1 percent in 2020. As has been the case historically, South Africa,

the region’s largest economy, is projected to contribute an average of 60 percent of regional economic output in 2020.

However, following the outbreak of COVID-19, economic growth is projected to slowdown, shedding off 7 percentage

points from the original projection under the baseline scenario to 8.7 percentage points under the worst-case scenario.1

This is expected to undermine the poverty-reducing impact of growth on most African economies, especially in Southern

Africa where inequality is high.

The service sector, which accounts for over 50 percent of the GDP of most of the regional economies is projected to

be negatively impacted by the COVID-19 outbreak by way of travel bans, as well as disruption to transport, distribution,

hotels and restaurants, entertainment, retail and trade through the transmission mechanism of social isolation (quarantines).

Overall, factors initially projected to push GDP growth upwards such as strengthening commodity prices (especially

agricultural goods, metals and minerals), the implementation of structural reforms to restore macroeconomic stability,

and steady investment growth are likely to be reversed by the outbreak and spread of COVID-19. The impact is anticipated

to be concentrated during the first half of 2020. However, the African Continental Free Trade Area (AfCFTA) is projected

to provide in the medium- and long-term opportunities for markets to spur economic growth. The intra-African market

is expected to mitigate some of the negative effects of COVID-19. 

The pre-COVID-19 outlook for export performance was expected to be positive for most of the regional economies.

However, the pandemic is likely to dampen export performance given the region’s interconnectedness with the affected

economies of China, EU and USA.

The region’s current account balance as a percentage of GDP (pre-COVID-19), was projected to remain negative in

2020 at -4.8 percent, with nine out of the 13 countries failing to meet the Southern African Development Community

(SADC)’s macroeconomic convergence target of minus 3.0 percent. Current account deficits will largely be attributable

to increased imports of consumer goods, including food and post-cyclone demands linked to the destruction caused

by cyclones Idai and Kenneth in 2019. However, COVID-19’s adverse impact on economies, supply chains, trade and

logistics channels is likely to negatively affect countries in the region that rely on imports and humanitarian assistance.

1 The assumptions under the various scenarios are presented in Annex 1.
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Mandatory lockdowns that limit movement of people and shutdowns all have affected business/economic activities.

Accounting for COVID-19’s impact would worsen the current account deficit for Southern Africa to between 4.3 percent

and 6.8 percent of GDP in 2020. 

The pre-COVID-19 fiscal balance forecast for 2020 of -3.7 percent suggests no improvement from the position in

2019. This is outside the regional macroeconomic convergence target of -3.0 percent. Only Angola was projected

to have a fiscal surplus in 2020 of 0.1 percent. However, the COVID-19 outbreak and its adverse impact on commodity

prices could lead to double-digit fiscal deficits, which may affect macroeconomic stability and growth.

External risks to the outlook include a slowdown in major economies, especially in advanced countries and China - 

the major sources of global commodity demand; natural disasters related to climate change such as flooding and 

prolonged droughts, especially in countries where agriculture is the major contributor to GDP; and, volatility in commodity

prices, which may undermine fiscal revenues. Domestic risks include weaker fiscal consolidation, debt distress, delays

in structural transformation and weak public financial management. 

Overall, the extent of the adverse effect of COVID-19 will depend on three key issues, namely; (i) the extent and depth

of the spread of the virus within and across countries; (ii) the efficacy of the measures adopted by governments to

contain it; and, (iii) the resources committed to reverse the adverse impacts at household, firm and economy-wide

levels. Policy recommendations proposed include: enhancing economic diversification; improving business environment 

competitiveness; promoting formalization of the informal economy; making growth inclusive, broad-based and 

pro-poor; intensifying climate change response and action; integrating pro-decent employment macroeconomic 

policies and strategies; fiscal consolidation and the creation of fiscal space; and, strengthening COVID-19 response

and action.

Southern Africa has made significant gains in achieving universal access to primary education, with over 80 percent of

appropriately aged children enrolled in school. However, progress in secondary and tertiary education is slow. This

clearly indicates lower transition rates from primary to secondary and further to tertiary education (the domino effect).

At tertiary level, most of the graduates were in the areas of business and law, education and social sciences as opposed

to science, technology, engineering and mathematics (STEM). This suggests a general failure by countries to rebalance

their education systems from humanities and social sciences towards STEM subjects. In terms of skills, out of a possible

score of seven, most of the countries in the region have failed to reach the half-mark on the extent of staff training,

quality of vocational training (which feeds the quality of skills in the workforce), the skill set of graduates, the population’s

digital skills and the ease of finding skilled employees. Only four out of the 13 countries (Botswana, Eswatini, Lesotho

and Mauritius) have a better prepared skill base for the future. An analysis of the skills audit reports in Southern Africa

indicates that most of the low-level skills that are required immediately are in short supply. 

While the Fourth Industrial Revolution (4IR), along with connectivity and innovation, may be disruptive to many occupations,

they are also projected to create a wide range of new jobs in fields such as STEM, data analysis and computer science.

Thus, while the skills that are needed in the future are becoming necessary today, education and training systems in 

the region are yet to readily provide such skills. Yet to achieve economic diversification and structural change towards

high productivity sectors in line with the SADC Industrialization Strategy and Roadmap (2015-2063), a better skilled

and more adaptable labor force is needed.  
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In terms of the funding mechanisms for education and skills development, only four governments of the 13 countries in

the region (Botswana, Lesotho, Namibia and Zimbabwe) are spending more than 20 percent of their national budgets

on education as stipulated by the Dakar Declaration. Additionally, education and skills financing is largely driven by

public funding, with little participation of the private sector. This is not to downplay participation of private schools in the

provision of education. The developmental trajectory highlights that the diversification of funding is a necessity, mainly

by involving enterprises, individuals and other innovative sources of funding, and through public–private partnerships

(PPPs). This diversification of funding for skills development produces a more demand-driven outcome, where all the

players come together, and a more integrated framework is achieved. 

Policy recommendations include implementing universal primary education; strengthening children’s ability to learn with

well-designed interventions; enhanced teacher management and support; providing robust and respected technical

and vocational education and training (TVET); ensuring the ‘future-readiness’ of curricula; investing in digital fluency and

ICT literacy skills; closing Africa’s data gap to close its skills gap; leveraging on the opportunities presented by the 4IR;

establishment of centers of excellence, innovation and industrial parks; and improving the contraction and payments

system.
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RECENT MACROECONOMIC TRENDS 

AND DEVELOPMENTS

1.1 GLOBAL MACROECONOMIC
TRENDS AND DEVELOPMENTS 

The global macroeconomic environment has been fragile as

evidenced by fluctuating growth rates since 2010. Between

2010 and 2012, global economic growth decelerated 

from 5.4 percent to 3.5 percent, representing a sharp decline

of 35 percent in the three-year period (Figure 1). Since 2015,

global economic growth has been in decline, reaching 

its lowest level in 2019 at an estimated 2.9 percent. 

Weaker growth in China, the second-largest economy, from

6.8 percent in 2018 to 6.1 percent in 2019 suppressed 

world economic growth in 2019. Sluggish global trade and

investments and a slowing manufacturing sector, especially

in advanced economies, have contributed to the global 

slowdown. Whilst the world economic growth had been 

initially projected to pick up moderately, from 3.3 percent 

in 2020 to 3.4 percent in 2021, the outbreak and impact 

of COVID-19 (coronavirus) is projected to slow down 

global economic growth especially in 2020, posing a risk 

of global recession. The whole world has been under a 

‘Great Lockdown’ (IMF, 2020).

Emerging Markets and Developing countries (EMD) also

faced a slump in economic growth from a high of 7.4 percent

in 2010 to 4.3 percent in 2015, representing a sharp 

decline of 42 percent in only six years. While growth picked

up in 2016 to 4.6 percent, the momentum could not be 

maintained, reaching an estimated low of 3.7 percent in 2019

(Figure 1). 

Growth rates in advanced economies were more volatile than

the world average and the rates registered in EMD countries.

In these economies, growth declined from 3.1 percent in

2010 to 1.2 percent in 2012, averaging 2.0 percent between

2013 and 2018, before falling to an estimated 1.7 percent in

2019 (Figure 1). Whilst the initial projections were gloomy, 

with growth expected to continue on a declining trend to 

1.6 percent in 2020 and 2021, COVID-19 is expected to 

further worsen economic growth in this region.

On average, EMD countries were proving to be more resilient

to global economic downturns than advanced economies.

However, on the overall, economic growth in 2020 remains

fragile in light of COVID-19. 

PART 1
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World Advanced Countries Emerging Market and Developing Economies 
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Figure 1: Global growth (world, advanced countries and emerging developing economies)

Source: International Monetary Fund (IMF), 2019.

Notes: Forecasts are before the outbreak of COVID-19 pandemic.

Impact of COVID-19 on Global Macroeconomic
Trends and Developments

Whilst China was the first epicenter of COVID-19, the impact

of the pandemic has been global. In the first quarter of 2020,

COVID-19 impact included decline economic activity, volatile

markets, growing credit stress, trade disruptions and travel

bans. The International Monetary Fund (IMF) has revised

downwards its 2020 world growth forecast from 3.3 to -3

percent. For the Euro area growth was revised downwards,

from 1.3 to -7.5 and economic growth in China, from 6 to 1.2

percent in 2020.2

2 International Monetary Fund (2020) World Economic Outlook, April 2020, available at https://www.imf.org/en/Publications/WEO/Issues/2020/04/14/weo-april-2020

Global oil demand was set to fall 2.5 million b/d in
the first quarter of 2020 compared with 2019 due 
to the coronavirus outbreak. The IEA forecast a 
full-year reduction in demand of 90,000 b/d in 2020,
the first annual fall since 2009, based on "close to
normal" demand in the second half of the 2020, 
but acknowledged high levels of uncertainty. This is 
especially true in China, the largest energy consumer
in the world, which accounted for more than 80 
percent of global oil demand growth last year.

Source: IEA,2020.
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Additionally, the COVID-19 outbreak severely disrupted 

financial markets, with equity indices in major economies

dropping significantly. For instance, equity markets plunged

by over 20 percent in the US, the largest single-day drop

of the Dow Jones since “Black Monday” in 1987. African

equity markets have not been immune, with S&P All Africa

index returns dropping by 30 percent since the beginning

of 2020, and large drops in Southern Africa countries which

include South Africa, among others in the continent.3 By

the 16th March 2020, Rand 2.3 trillion was wiped out of

the face of the Johannesburg Stock Exchange.4

In terms of foreign direct investment (FDI), the outbreak 

and spread of COVID-19 will negatively affect global FDI

flows, with scenarios of the spread of the epidemic ranging

from short-term stabilization to continuation throughout

2020. The downward pressure on FDI was estimated to 

be -5 to -15 percent (compared to previous forecasts 

projecting marginal growth in the FDI trend for 2020-2021)

(UNCTAD, 2020).

At Africa level, the adverse impact of the COVID-19 outbreak

suppresses the projected growth trends. Figure 2 shows that

Africa’s economic growth projection was revised in April 2020

in terms of two scenarios: baseline and worst-case where 

the outbreak ends in December 2020. In the worst-case 

scenario, growth in Southern Africa would fall from January

2020 estimates by 8.7 percentage points to -6.6 percent in

2020 before recovering to 2.2 percent in 2021. The region’s

growth has been projected to be the worse affected due

COVID-19 (Table 1).

S o u t h e r n  A f r i c a  E c o n o m i c  O u t l o o k  2 0 2 0

3 https://www.brookings.edu/blog/africa-in-focus/2020/03/18/strategies-for-coping-with-the-health-and-economic-effects-of-the-covid-19-pandemic-in-africa/
4 https://www.moneyweb.co.za/news/markets/another-covid-19-crash/

Early March 2020, the Asian Development Bank
(ADB) indicated that COVID-19 could reduce global
gross domestic product (GDP) by 0.1-0.4 percent,
with financial losses forecast set to reach between
USD77 billion and USD347 billion. 

Source: The Economic Times, March 07, 2020.
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AEO January 2020 April 2020 Baseline April 2020 Worst-case 
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Figure 2: Impact of COVID-19: Projected GDP Growth in Southern Africa 

Source: African Development Bank, 2020.

Table 1: Economic growth outlook in Africa, revised COVID-19-based projections  

Real GDP
Growth (%) – 
baseline

April 2020 estimates (%) Difference from AEO 
January 2020 estimates 
(percentage points)

2017 2018 2019(e) 2020(p) 2021(p) 2019(e) 2020(p) 2021(p)

Central Africa 1.2 2.8 2.8 -2.5 2.6 -0.2 -6.1 -0.4

East Africa 5.4 5.3 5.2 0.9 3.5 0.2 -4.2 -1.8

North Africa 4.9 3.9 3.7 -0.8 3.3 -0.4 -5.2 -1.2

Southern Africa 1.3 1.2 0.3 -4.9 2.9 -0.3 -7.0 0.5

West Africa 3.0 3.4 3.6 -2.0 2.5 -0.1 -6.0 -1.7

Africa 3.6 3.4 3.2 -1.7 3.0 -0.2 -5.6 -1.0

Real GDP 
Growth (%) – 
worst-case

April 2020 estimates (%) Difference from AEO 
January 2020 estimates 
(percentage points)

2017 2018 2019(e) 2020(p) 2021(p) 2019(e) 2020(p) 2021(p)

Central Africa 1.2 2.8 2.8 -4.3 1.4 -0.2 -7.8 -1.6

East Africa 5.4 5.3 5.2 -0.1 2.8 0.2 -5.3 -2.6

North Africa 4.9 3.9 3.7 -2.3 3.0 -0.4 -6.7 -1.4

Southern Africa 1.3 1.2 0.3 -6.6 2.2 -0.3 -8.7 -0.2

West Africa 3.0 3.4 3.6 -4.3 1.7 -0.1 -8.3 -2.5

Africa 3.6 3.4 3.2 -3.4 2.4 -0.2 -7.3 -1.7

Source: African Development Bank Group, April 2020.
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1.2 RECENT MACROECONOMIC 
DEVELOPMENTS IN SOUTHERN AFRICA

1.2.1 Falling Regional Growth to be worsened by
COVID-19 

When compared with other regions of the world, Southern

Africa’s Gross Domestic Product (GDP) growth between

2011 and 2017 was higher than that of advanced 

economies (Figure 3). However, the region failed to maintain

the growth momentum and had the lowest growth rates 

in 2018 and 2019 when compared with other parts of 

the world. The post-COVID-19 growth in the region is 

projected to strengthen only in 2021, with GDP growth 

rates at least above those of advanced economies 

(Figure 3). 

Between 2011 and 2015, Southern Africa experienced the

lowest GDP growth of 3.2 percent among the five sub-

regions of Africa (Table 2). The region only managed in 

relative terms to surpass the performance of Central Africa

in 2016 and 2017, but it could not maintain the momentum

as it slid back to the lowest growth rates in 2018 and in

2019. Over the years, Southern Africa’s economic growth

has remained less than half that of East Africa.

Factors contributing to the decline in economic growth in

2019 included depressed global demand, supply-side

constraints, weak commodity prices that undermined 

export growth, and constrained fiscal space. Additionally,

extreme weather patterns such as droughts and cyclones

Desmond, Idai and Kenneth weighed on economic growth

in the region, especially given the region’s dependence on

rain-fed agriculture and climate sensitive resources. The

S o u t h e r n  A f r i c a  E c o n o m i c  O u t l o o k  2 0 2 0
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2011-2017 2018 2019(e) 2020(p) 2021(p)

Emerging market and developing economies Africa World Advanced economies Southern Africa

Figure 3: Real GDP growth rate comparisons between different world regions, 2011-2021 (%)

Source: African Development Bank Group, 2019a and 2020.

Note: Projections are based on the worst-case scenario.
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worst of these, Cyclone Idai, hit Malawi, Mozambique and

Zimbabwe hard, destroying more than 800,000 hectares of

cropland, crops and seed stock, leaving 3.3 million people

in need of immediate humanitarian assistance (SADC,

2019).5 On the other hand, droughts resulted in a cereal 

deficit of more than 5.4 million tons, leaving an estimated

41.2 million people food insecure in 13 Southern African

countries. 

With the exception of Madagascar and Mauritius, the individual

country growth rates have been fluctuating over the years

(Table 3). Madagascar’s growth rates have shown a positive

trend since 2010, rising from 0.6 percent in 2010 to 3.3 percent

in 2014 before accelerating to 5.2 percent in 2018, and 

an estimated 5.2 percent in 2019. Mauritius has sustained a

relatively stable growth path compared to other countries in

the region, averaging about 3.7 percent between 2014 and

2019. 

However, whilst Southern Africa’s economic growth had 

initially projected to recover in 2020 to 2.1 percent, and 

further to 2.5 percent in 2021 amid a recovery in commodity

prices, a rebound in oil production in Angola, and the 

implementation of structural and pro-business reforms, the

COVID-19 pandemic is expected to erode this recovery due

to trade disruptions, travel bans, depressed demand and 

earnings, volatile markets, and global credit distress. The

impact of COVID-19 in South Africa, being one of the biggest 

economies in the region, is projected to trickle to the rest 

of the Southern African economies. For member states of 

the Rand Monetary Area and the Southern African Customs

Union (SACU), the impact of exchange rate depreciation 

and decline in SACU revenues would make Botswana, 

Eswatini, Lesotho and Namibia more vulnerable to South

Africa’s impending contraction in economic growth, while

Mozambique’s sales of gas and electricity could be adversely

affected. Countries that rely on tourism sector such as 

Mauritius will be adversely affected. The immediate outlook

however, depends on the spread of new cases.

S o u t h e r n  A f r i c a  E c o n o m i c  O u t l o o k  2 0 2 0

Table 2: Real GDP growth in Africa, by region, 2010-2019 (%)

2011-15 2016 2017 2018 2019(e)

Central Africa 4.9 0.3 1.2 2.8 2.8

East Africa 4.3 5.1 5.4 5.3 5.2

North Africa 3.6 3.2 4.9 3.9 3.7

Southern Africa 3.2 0.6 1.3 1.2 0.3

West Africa 5.1 0.8 3.0 3.4 3.6

Africa 4.1 2.2 3.6 3.4 3.2

5 https://www.sadc.int/news-events/news/sadc-launch-regional-appeal-humanitarian-assistance-millions-affected-devastating-impacts-tropical-cyclone-idai/

Source: African Development Bank Group, 2019a.
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Uneven and volatile economic environments in
Southern Africa

Southern Africa has always consisted of countries with 

uneven and volatile economic environments. While most 

nations recently experienced growth, Angola, Namibia and

Zimbabwe were outliers. Angola experienced negative growth

rates for four consecutive years (2016-2019) on account 

of the oil price shocks that reduced oil revenues from 35.3 

percent of GDP in 2014 to 17.5 percent by 2017. The real

GDP contraction of 0.9 percent estimated for 2019 reflects 

a challenging macroeconomic environment but before 

the effects of COVID-19, GDP growth was expected to be 

positive in 2020 as a result of macroeconomic reforms and

fiscal consolidation. Namibia experienced a similar economic

decline for three consecutive years (2017-2019) amid falling

revenues from SACU. Other countries that saw a significant

decline in their economies in 2019 include Mozambique, São

Tomé & Príncipe, Zambia and Zimbabwe, which collectively

suppressed the region’s aggregate growth to 0.7 percent in

2019. Zambia’s GDP growth rate was expected to decrease

from 4.0 percent in 2018 to an estimated 1.5 percent in 2019

as a result of reduced output in the mining sector owing to

lower copper prices. For Mozambique, the slowdown in

growth stemmed from the negative impact of cyclones Idai

and Kenneth.

In 2019, Zimbabwe was the worst performer, with a 

contraction of 8.4 percent due to austerity measures 

implemented through the Transitional Stabilization Program

2018–20, drought and Cyclone Idai, slow progress on 

structural reforms, policy inconsistencies, a stifling business

environment emanating from supply-side constraints and 

currency challenges. 

For 2021, before the coronavirus pandemic, the countries’

economic projections presented a mixed bag, even though

the region’s GDP was projected to improve to 2.5 percent 

in 2021 from 2.1 percent in 2020. A major policy issue for 

the region remains the adverse impact of inequality on the

distribution of the benefits of growth, in a region that is home

to six of the 20 most unequal economies in the world being

S o u t h e r n  A f r i c a  E c o n o m i c  O u t l o o k  2 0 2 0

Table 3: GDP growth, by country, 2010-2019 (%)

2011-15 2016 2017 2018 2019(e)

Southern Africa 3.2 0.6 1.3 1.2 0.3

Angola 4.5 -2.6 -2.5 -1.2 -0.9

Botswana 4.8 4.3 2.9 4.5 3.0

Lesotho 3.9 3.6 -0.9 1.2 1.0

Madagascar 2.6 4.2 4.3 4.6 4.8

Malawi 4.3 2.7 5.2 4.0 4.5

Mauritius 3.5 3.8 3.8 3.8 3.0

Mozambique 7.1 3.8 3.7 3.4 2.2

Namibia 5.6 1.1 -0.9 -0.5 -1.4

São Tomé & Príncipe 4.5 4.1 3.9 3.0 1.3

South Africa 2.1 0.4 1.4 0.8 0.2

Eswatini 2.9 1.4 1.9 2.4 1.3

Zambia 5.2 3.8 3.7 4.0 1.5

Zimbabwe 7.4 0.7 4.7 3.5 -8.4

Source: African Development Bank, 2019a.
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Botswana, Eswatini, Lesotho, Namibia, South Africa 

and Zambia. The high dependence on resource sectors, 

especially mining, undermines gains from growth in terms 

of job creation and poverty reduction. Overall, in 12 of the

13 Southern African countries, pre-COVID-19 economic

growth had been initially projected to pick up in 2020, 

pushing the region’s growth up from an estimated 0.7 

percent in 2019 to 2.1 percent in 2020. However, 

the COVID-19 pandemic will adversely impact economic

growth in the region in 2020. Most factors that were initially

projected to push GDP growth upwards, such as streng-

thening commodity prices, (especially for agricultural goods,

metals and minerals), the implementation of structural 

reforms to restore macroeconomic stability, and steady 

investment growth, are being threatened by the impact of

COVID-19. 

The April 2020 revised growth numbers under the worst-case

scenario for some Southern Africa countries are: South Africa

shrinking by 7.5 percent in 2020 and improving to 1.3 percent

in 2021; Angola falling by 5.3 percent (2020) and bouncing

to 1.2 percent (2021); Botswana declining by 7.3 percent

(2020) and recovering to 5.5 percent (2021); and Zambia

dropping by 6.5 percent in 2020 to recover to annual growth

rate of 4.8 percent in 2021.6 

Table 4 shows the sectoral contribution to GDP. Clearly, the

service sector has been the major contributor to GDP in 

Southern Africa, accounting for over 50 percent of the GDP

of most of the countries, followed by industry and agriculture. 

S o u t h e r n  A f r i c a  E c o n o m i c  O u t l o o k  2 0 2 0

6 See Annex 1 for underlying growth forecast assumptions.

Table 4: Sectoral contributions to nominal GDP at basic price* (%)

2015-2017 2018 2019

Agric. Ind. Serv. Agric. Ind. Serv. Agric. Ind. Serv.

Angola 9.9 43.2 46.9 8.7 45.8 45.5 9.2 44.4 46.4

Botswana 2.3 33.7 64.0 2.2 32.3 65.5 2.3 34.0 63.8

Lesotho 6.1 35.1 58.8 6.2 34.2 59.6 6.2 34.8 59.1

Madagascar 28.3 20.2 51.5 28.6 20.2 51.1 28.5 20.2 51.3

Mozambique 24.5 23.6 51.9 25.0 22.0 52.9 24.7 22.7 52.6

Mauritius 3.6 20.9 75.6 3.2 20.1 76.8 3.5 21.0 75.5

Malawi 30.3 15.3 54.4 29.4 15.0 55.6 30.4 15.3 54.3

Namibia 6.8 31.1 62.0 7.7 31.5 60.7 7.1 31.3 61.6

São Tomé & Príncipe 12.4 15.9 71.7 12.4 16.4 71.2 12.3 16.4 71.3

Eswatini 9.5 37.1 53.4 8.6 36.9 54.5 9.5 37.3 53.3

South Africa 2.5 29.3 68.2 2.4 29.0 68.5 2.5 29.3 68.3

Zambia 5.4 37.3 57.3 2.8 39.0 58.2 5.2 37.3 57.5

Zimbabwe 9.1 24.5 66.4 9.0 25.4 65.6 9.2 25.1 65.7

Southern Africa 8.6 25.6 65.8 8.5 25.3 66.2 8.7 24.8 66.6

Source: African Development Bank statistics, 2019a.

*GDP at basic prices: Equals GDP at market prices, minus taxes and subsidies on products.
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Table 5 provides a further analysis of which countries’ 

economy in the region has either agriculture or industry 

sector as the second contributor to GDP after the service 

sector. 

In the Southern Africa region, South Africa is the largest 

economy, followed by Angola, Zambia and Botswana 

(Figure 4). In 2011, South Africa contributed 64.5 percent 

of the region’s economy, a share that declined slightly to 58

percent in 2017 and increased marginally to 61.1 percent in

2019. South Africa was projected to contribute an average

of 60 percent of the region’s economy in 2020 and 2021.

This means that any downward fluctuations in the South 

African economy can drag down the performance of the 

region.

S o u t h e r n  A f r i c a  E c o n o m i c  O u t l o o k  2 0 2 0

Table 5: Breakdown of sectoral contribution to GDP in Southern African countries in 2019

Countries with agriculture as the second-largest
contributor to GDP

Countries with industry as the second-largest
contributor to GDP

Madagascar
Malawi
Mozambique 

Angola
Botswana
Lesotho
Mauritius
São Tomé & Príncipe
Eswatini
South Africa
Zambia
Zimbabwe
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Figure 4: GDP, by country, in 2011-2019 (million USD)

Source: African Development Bank statistics, 2019.
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The Southern Africa region has not been able to industrialize

and realize the necessary structural transformation of the 

regional economy, despite being endowed with abundant 

natural resources. Due to this, the region has put in place 

two key strategic plans to foster industrialization; the Revised

Regional Indicative Strategic Development Plan (RISDP)

2015-2020 and the SADC Industrialization Strategy and

Roadmap (2015-2063). The three priority areas of the RISDP

include industrial development and market integration; infra-

structure in support of regional integration; and, peace and

security cooperation. Peace and security cooperation are 

regarded as cross-cutting issues. The Southern Africa Indus-

trialization Strategy and Roadmap rests on three pillars; 

(i) industrialization as the champion of economic and techno-

logical transformation; (ii) competitiveness as an active process

to move from comparative advantage to competitive advantage;

and (iii) regional integration and geography as the context for 

industrial development and economic prosperity. However,

despite the intent, statistics show that there has been slow

progress in industrialization mainly due to an unfavorable 

policy environment for industrial development, low public 

and private sector investment in value chains, supply-side

constraints such as volatile power generation capacity and 

limited energy source diversification into renewable energy.

All these factors have undermined the region’s competi-

tiveness and economic growth. For instance, the 2019 

Global Competitiveness Index revealed that only four 

Southern Africa countries were among the top 100 competitive

countries. These were Botswana, Mauritius, Namibia and

South Africa. 

S o u t h e r n  A f r i c a  E c o n o m i c  O u t l o o k  2 0 2 0

The SADC Industrialisation Strategy and Roadmap
(2015-2063) is being implemented in three phases
namely:

Phase 1: 2015 to 2020
Phase 2: 2021 to 2050
Phase 3: 2051-2063 (voir Word). 
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Figure 5: Industrial production for selected Southern African countries: 2015-2018

Source: FX Empire, 2019.
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Figure 5 indicates that Angola has had low and negative 

industrial production growth since 2015. South Africa and

Zambia have recorded low growth rates in industrial production.

Mauritius maintained a steady industrial growth rate while 

Mozambique realized a continued upward industrial growth

between 2016 and 2018. Malawi outperformed other 

countries in 2017 but failed to maintain the industrial growth

momentum thereafter.

Oil production in OPEC countries decreased from 36.2 

million barrels per day in 2016 to 33.9 million and 33.4 

million barrels per day (bbl/d) in 2017 and 2018 respectively

(Figure 6). This decrease occurred as members cut 

production by 1.2 million barrels per day from January 2017

to 2018, resulting in high oil prices. OPEC’s decision was

motivated by the desire to compete with the US shale 

oil producers for market share.7 Oil production in non-OPEC

countries increased from 45.8 million barrels per day 

in 2016 to 47.8 million and 50.6 million barrels per day 

in 2017 and 2018 respectively. This increase is largely 

attributable to tight oil and the offshore segment, which

have become key contributors for non-OPEC oil production

expansion.

S o u t h e r n  A f r i c a  E c o n o m i c  O u t l o o k  2 0 2 0

In Angola, a 9.0-percent reduction in oil production

in 2018 was mainly due to the aging of oil reserves

and the poor performance of new oil fields.

7 The rise in US output, together with increases from Brazil and Norway, mean that the OPEC share of global oil production will decline in the coming years.
Indeed in April 2020, oil prices in the US fell to negative territory for the first time in history due to supply glut.

The 39th SADC Summit of 2019 approved a 

Protocol on Industry. It aims to improve the policy

environment for industrial development and support

implementation.
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The 178th (Extraordinary) Meeting of OPEC on 5 March 20208

highlighted that the COVID-19 epidemic had a major adverse

impact on global economic and oil demand forecasts in

2020, particularly for the first and second quarters. For 

instance, global oil demand growth in 2020 was forecasted

to decline from 1.1 million bbl/d in December 2019 to be 0.48

million bbl/d. Furthermore, the meeting agreed to recommend

to the 8th OPEC and non-OPEC Ministerial Meeting a further

adjustment of 1.5 million bbl/d until 30 June 2020 to be 

applied pro-rata between OPEC (1.0 million bbl/d) and 

non-OPEC producing countries (0.5 million bbl/d) participating

in the Declaration of Cooperation.

At the beginning of March 2020, Brent crude, the international

standard, lost USD11.44, or 25.3 percent, to USD33.83 

per barrel in electronic trading in London. Benchmark US

crude also fell USD10.77, or 26.1 percent to USD30.49.9

By mid-March 2020, the international benchmark had 

fallen to USD25.80 per barrel and to USD22.71.10 Hence,

the unprecedented situation, and the volatile market dyna-

mics, meant that risks are skewed to the downside for the

greater part of 2020 coupled by the Saudi Arabia-Russia oil

price war. 

Furthermore, given that China is the world's largest importer

of oil, the COVID-19 outbreak has led to a sharp drop in its

demand for crude oil due to restricted transportations, 

mobility of people, and declining industrial activities. Since

Angola is the region’s only net oil exporter, the downward

trend in fuel prices that is expected to continue in the near

future does not augur well for the country.

Most of the Southern African countries have failed to 

maintain the export momentum seen in 2018 (Figure 7). The

countries that were expected to be resilient and maintain

steady export growth from 2018 to 2021 included 

Madagascar, Mauritius and Zambia. COVID-19 is expected

to change all that after 2020 and before any meaningful 

recovery.

S o u t h e r n  A f r i c a  E c o n o m i c  O u t l o o k  2 0 2 0

In 2017, Saudi Arabia produced 12 million barrels of
oil per day, which accounted for 12.9 percent of the
world’s oil production. In July 2018, the country had
to cut back on drilling after it agreed with OPEC
countries and Russia to put more barrels on the 
market. The reason behind this decision was based
on the fact that Saudi Arabia was facing insur-
mountable pressure from China, India and the USA
to clamp down on fuel costs ahead of the renewal of
US sanctions on Iran, which is OPEC’s third largest
oil producer (US Markets, 2018). 

However, in March 2020, Saudi Arabia embarked on
an oil price following Russia’s, decided to increase oil
production with OPEC. The move by Russia is likely
to swamp the oil market at a time when there is 
depressed demand following the COVID-19 outbreak
and spread. 

Source: https://www.ft.com/content/d700b71a-6122-11ea-b3f3-

fe4680ea68b5  

8 https://www.opec.org/opec_web/en/press_room/5865.htm.
9 https://nypost.com/2020/03/09/oil-prices-plunge-25-percent-as-another-virus-fueled-trading-week-begins/
10 https://www.aa.com.tr/en/energy/oil/brent-oil-continues-its-fall-below-30-a-barrel/28675.
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Exports were subdued for most of the Southern African

countries in 2019 except for Eswatini and Zambia. In 

Zimbabwe, merchandise exports were projected to contract

by 2.2 percent in 2019 owing to suppressed commodity

prices and harsh climatic conditions. Primary commodities

dominate exports and exhibit a high level of concentration.

For instance, in Angola, about 98 percent of exports are

from oil and diamonds. In Malawi, tobacco accounts for 50

percent of exports and in São Tomé and Príncipe, cocoa

exports represented about 66.6 percent of all exports in

2018. Hence, a fall in commodity prices inevitably affects

export revenues and performance. 

However, though sluggish, the export growth outlook 

for 2020 will likely be negatively affected by the COVID-19

outbreak despite individual national initiatives. For instance,

Botswana’s export growth had been forecasted to increase

to 6.5 percent in 2020 and to 7.9 percent in 2021 against

the backdrop of implementation of the 11th National 

Development Plan, which emphasizes the need to diversify

both production and exports away from mining into other

growth-enhancing and job-creating sectors. In Malawi, the

government has proposed to strengthen value-addition

through the Special Economic Zone (SEZ) Bill to regulate

exports through a national export strategy. The bill proposes

multi-product SEZs for oilseeds, sugar cane, beverage 

manufacturing, and agro-processing, while also prioritizing

exports of tea, legumes, oilseeds, and minerals over 

tobacco. In Eswatini, the revival of the African Growth and

Opportunity Act and European Free Trade Association 

markets were projected to open new markets for exports,

which should also benefit from the Southern African 

Customs Union on the back of South Africa maintaining its

growth momentum.

Export revenue has been fluctuating for the region between

2011 and 2018, mainly driven by volatile commodity prices

and low production in agriculture as a result of climatic

shocks (Table 6). The highest export growth was realized in

S o u t h e r n  A f r i c a  E c o n o m i c  O u t l o o k  2 0 2 0
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Source: International Monetary Fund database, 2019.
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2011 at 20.8 percent. Thereafter, export revenue has been

on the decline, with the worst year being 2015. Export

growth bounced back in 2017 with a 14.2 percent increase

before decelerating to 10.1 percent in 2018. Given that the

SADC-EPA Group is the largest of EU’s trading patterns in

Africa, it will have the highest adverse impact on its trade 

balance, given that the EU is the epicenter of COVID-19 after

China. 

S o u t h e r n  A f r i c a  E c o n o m i c  O u t l o o k  2 0 2 0

Source: Southern African Development Community (SADC), 2018.

Table 6: Total exports by SADC countries

SADC Region Total Exports (USD million) % change

2010 185,018 -

2011 223,533 20.8

2012 218,721 -2.2

2013 217,425 -0.6

2014 206,074 -5.2

2015 162,431 -21.2

2016 152,360 -6.2

2017 174,056 14.2

2018 191,575 10.1

The regional average annual current account balance improved

between 2017 and 2018 from -2.5 percent to -2.2 percent

of GDP, before deteriorating in 2019 to -3.4 percent of GDP.

The current account balance is projected to worsen in 2020

to -7.4 percent and -6.0 percent of GDP in 2021 due to 

effects of COVID-19 (worst-case scenario).  

At the country level, only Eswatini has had a consistent 

current account surplus from 2016 onwards and is projected

to have a similar trend in 2020 and 2021 (Figure 8).11 The 

current account surplus emanates from export growth and is

projected to remain positive, driven by manufactured export

growth. Botswana only maintained a positive current account

balance prior to 2019. Thereafter, the country is projected to

have a deteriorating current account in 2020 and 2021 due

to volatility in diamond export revenues.

The outliers depressing the region’s current account deficit

are Mozambique, Malawi and São Tomé and Príncipe. 

In 2019, Mozambique had a current account deficit of 

52.6 percent with a pre-COVID19 projected deficit of 65.2

11 In the COVID-19 worst-case out, the current account surplus is estimated at 1.8 percent and 2.3 percent of GDP in 2020 and 2021 respectively. 
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Figure 8: Current account balance (% of GDP) over 2016 – 2021, worst-case scenario

Source: African Development Bank, 2019a, 2020. 

percent in 2020 and 64.6 percent in 2021 (AfDB, 2019a).

This was largely attributable to increased imports of 

consumer goods including food, as a result of drought

conditions in the south and the destruction of farmland 

caused by Cyclone Idai and Kenneth, which took place in

2019. With COVID-19 the figures changed to 67.2 percent

and 57.3 percent of GDP in 2020 and 2021 respectively in

the worst-case scenario.

In Malawi, the current account is projected to deteriorate

mainly due to post–Cyclone Idai infrastructure imports. In

Zambia, the current account deficit widened as a result of

increased public investments and mining sector imports. In

Zimbabwe, foreign currency constraints, high imports and

constrained manufactured exports continue to undermine

current account balance. According to the SADC’s macro-

economic convergence, countries are expected to maintain

a current account deficit of 3.0 percent. However, Figure 8

shows that six of the 13 countries in Southern Africa failed

to meet the target in 2019 and the same poor trend was 

expected in 2020. 

Furthermore, if the COVID-19 pandemic is factored, current

account deficit worsens. For instance, for Africa it will 

worsen from -4.2 percent to -6.9 percent of GDP (baseline

scenario) or -8.1 percent of GDP (worst-case scenario)

(Table 7). 
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Source: African Development Bank, 2020.

Table 7: Impact of COVID-19: Projected Current Account, 2020

Scenario Current account (% of GDP)
Africa

Current account (% of GDP)
Southern Africa

Projections as at January 2020 -4.2 -4.8

April 2020 Baseline -6.9 -5.6

April 2020 Worst-case -8.1 -7.4

In terms of remittances, in the recent past, they have been

a major source of foreign exchange and economic develop-

ment for the Southern Africa region. They have also been

an important source of income and social protection for 

regional households. Figure 9 shows that remittances were

on the increase from USD4.255 billion in 2010 to USD5.030

billion in 2012. However, starting from 2012, remittances

were on a downward trend reaching USD4.023 billion in

2016 before picking up again to reach an estimated 

figure of USD4.983 billion in 2019. The actual volume of 

remittances could be higher if money flowing through 

unregulated (informal) channels is factored in. 
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Figure 9: Remittance inflows (USD million) in Southern Africa, 2010-2018

Source: African Development Bank, 2019a.

Projections are based on the worst-case scenario.
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Figure 10: Remittance inflows (USD million) by country, 2018-2019

Source: African Development Bank, 2019a.

Note: Projections are based on the worst-case scenario.

At the country level, Zimbabwe had the highest amount of 

remittances between 2018 and 2019, followed by South Africa,

Madagascar and Lesotho (Figure 10). Large remittance inflows

to these countries also reflect outward economic migration.

According to the World Bank (2018a), the bulk of 

remittances in Southern Africa originates from countries 

within the region, most notably South Africa, making it an

important “source country” for remittances. Moreover, 

reducing the costs of remittances and maximizing their 

impact on development is a key to the region’s socio-

economic development. Thus, Southern African govern-

ments, central banks and private sector entities should

work jointly to ensure remittance services are efficient, safe,

and accessible, and are leveraged to improve foreign 

exchange inflows as well as socio-economic development

and poverty reduction. 

The cost of sending money to SADC countries is
among the highest in the world. The average cost of
sending USD200 to SADC countries was estimated
to be 12.64 percent of the amount, compared to the
global average of 7.13 percent in Q1:2018. Sending
money from South Africa to other SADC countries is
even more expensive: the average cost to send
USD200 from South Africa to other SADC countries
was 17.08 percent of the amount in Q1:2018, with
costs ranging from 13.47 percent in the South Africa–
Lesotho corridor to 20.49 percent in the South
Africa–Angola corridor. 

Source: World Bank (2018).
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The inflation rate is one of the indicators used to measure

Southern Africa macroeconomic convergence. A low, stable

single-digit inflation level is targeted at 3-7 percent.

Figure 11 shows that the region was able to contain the inflation

rate below the SADC macroeconomic convergence target of

a single digit from 2011 to 2019, except for 2016. Having 

declined from 6.9 percent in 2011 to 5.7 percent in 2015, 

inflation increased sharply to 11.0 percent in 2016 before 

declining to 7.1 percent in 2018. In 2019, inflation jumped up

to 9.8 percent. However, inflation is projected to rise in 2020

to 12.5 percent and before dropping to 6.8 percent by 2021

due to some renewal of tighter monetary policy and lower 

government expenditure. COVID-19 has brought new dynamics

on inflation and is going to impact the region’s achieving its

target (3 percent - 7 percent) given the number of economic

stimulus including Repo-Rates cuts implemented by regional

Central Banks. Since mid-2019, Botswana, Namibia, South

Africa and Zimbabwe have cut their benchmark repo rates as

inflationary pressures eased. With COVID-19, interest rates

in the region’s major economy – South Africa, was reduced

to a historical low. Easing inflationary pressures have also

been aided by declining consumer spending associated with

consolidation measures and firm’s scaling back on investment

expenditures. For example, in the worst-case scenario, 

inflation in South Africa are projected at 5.2 percent and 4.6

percent in 2020 and 2021 respectively. 

Except for Angola and Zimbabwe, most countries were able to contain inflation at single-digit levels in 2018 and 2019 

(Figure 12).
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Figure 11: Southern Africa annual inflation rates (%), 2011-2021

Source: African Development Bank, 2019a, 2020.

Note: Projections are based on the worst-case scenario. 



19

S o u t h e r n  A f r i c a  E c o n o m i c  O u t l o o k  2 0 2 0

-40

10

60

110

160

210

2011-2017 2018 2019(e) 2020(p) 2021(p)

Angola Botswana Lesotho Madagascar Malawi

Mozambique Namibia São Tomé & Príncipe South Africa

Zambia Zimbabwe

Figure 12: Inflation, by country, 2011-2021 (%)

Source: African Development Bank, 2019a, 2020.

Note: Projections are based on the worst-case scenario.

Tight monetary policy in many countries made it possible 

to reduce inflation, with single-digit inflation projected in 

countries such as Botswana, Eswatini, Mozambique and 

Namibia for 2019 and 2020. Except for Angola and 

Zimbabwe, all the countries are forecast to continue enjoying

single-digit inflation in 2020 and 2021. In São Tomé & 

Príncipe, the peg of the national currency, the dobra, to the

euro helped keep inflation low. Zambia’s inflationary pressures

were largely pushed by exchange rate depreciation and 

food price increases.

Zimbabwe remained the outlier in 2019, with inflation 

hitting a three-digit figure over 200 percent as a result of 

exchange rate distortions, money supply growth, liquidity

shortages, a persistent rise in prices of fuel, power and 

food, as well as inflation expectations. Inflation is projected

to remain at the same levels in 2020, before falling to 

4.5 percent in 2021. Successful implementation of the 

transitional stabilization program in Zimbabwe and the 

macroeconomic stabilization program in Angola would 

encourage fiscal consolidation and reduce external debt 

in Angola, helping to improve the inflation outlook for 2021 

for the two countries.

All the region’s countries experienced a depreciation of their

currencies against the US dollar except for Mozambique and

São Tomé & Príncipe. Three countries that had significant 

depreciation of their currencies between 2017 and 2019 were

Angola (95 percent), Zambia (30.5 percent) and Madagascar

(14 percent). Zimbabwe was the outlier with a depreciation 

of 700.7 percent (Table 8). A moderate depreciation of the 

local currency took place in Mauritius (1.2 percent), Malawi 

(2.7 percent), and Botswana (3.2 percent). However, COVID-19

pandemic had started to put pressure on the exchange rates.

It is projected that the global recession as a result of the

COVID-19 pandemic, coupled by the decline in export revenues

of Southern African economies, capital flight and high demand

for US dollars amidst global uncertainties, may lead to further

depreciation of the region’s currencies. For example, in the first

quarter of 2020, the South African Rand fell 27.4 percent to the
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US dollar. Depreciation of local currencies has a knock-on effect

on inflation and debt management and servicing. By early

March 2020, UNCTAD recorded that the values of developing

countries’ currencies against the dollar had fallen between 

5 percent and 25 percent since the beginning of 2020 – faster

than the early months of the global financial crisis of 2008.12

S o u t h e r n  A f r i c a  E c o n o m i c  O u t l o o k  2 0 2 0

12 https://unctad.org/en/pages/newsdetails.aspx?OriginalVersionID=2315

Table 8: Percentage change in the exchange rates

Country (currency) 2017 to 2019 exchange rate movements against

the US dollar (%)

Angola (kwanza) -95.0

Botswana (pula) -3.2

Lesotho (loti) -6.3

Madagascar (ariary) -14.0

Malawi (kwacha) -2.7

Mauritius (rupee) -1.2

Mozambique (metical) 1.4

Namibia (namibia dollar) -5.6

São Tomé & Príncipe (dobra) 0.2

South Africa (rand) -5.6

Eswatini (lilangeni) -5.6

Zambia (kwacha) -30.5

Zimbabwe (dollar) -700.7

Source: African Development Bank, 2019a, 2020. 
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Box 1: Exchange rate movements against the US dollar

Zimbabwe: the country abandoned its unsustainable 1:1 USD peg for its dollar-surrogate bond notes and electronic
dollars in February 2019. It introduced the RTGS (Real Time Gross Settlement) dollar in a “managed float” at 2.5 per
USD on June 24, 2019. The official exchange rate deteriorated from 2.5 to 16.77 by December 2019, while the parallel
exchange rate competed at 20 per USD on the backdrop of shortages of dollars in the official inter-bank foreign currency
market. These developments resulted in a spike in the inflation rate from 5.4 percent in September 2018 to more than
200 percent in November 2019 and at the same time made external debt service expensive. In March 2020, the Reserve
Bank of Zimbabwe fixed the official exchange rate at ZWL 25 to 1 USD. However, by end of April 2020, the parallel rate
had moved above ZWL 45 to 1USD.

Source: African Development Bank, 2019.

Southern Africa’s fiscal balance worsened between 2011 

and 2014 before improving in 2015 and fluctuating between

2016 and 2018. In 2019, the fiscal balance was expected 

to deteriorate to -4.9 percent of GDP from -3.2 percent 

in 2018 (Figure 13). The forecast for 2020 and 2021 suggests

some deterioration to -10.3 percent of GDP by 2021, way

above the regional macroeconomic convergence target 

of -3.0 percent. Compared with other regions in Africa, 

Southern Africa’s fiscal deficit remained above the average,

maintaining between first and third position out of the five 

regions. Notwithstanding this, compounded by the COVID-19 

pandemic, the fiscal situation in Southern Africa remains 

precarious, with adverse consequences for growth and 

poverty reduction. 
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Figure 13: Fiscal balance in Africa, by region, 2011-2021 (% of GDP) 

Source: African Development Bank, 2019a; 2020.
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For individual countries, only Angola maintained a fiscal 

surplus in 2018 of 3.0 percent of GDP with a projected fiscal

deficit of 9.7 percent in 2020 and 6.2 percent of GDP in 2021

due to COVID-19 and commodity price declines. Angola

achieved a surplus budget in 2018 and a containment of 

it in 2019 as a result of factors such as a conservative 

supplementary budget for 2019, which was aimed at main-

taining financial consolidation; enhanced domestic revenue

mobilization including the implementation of the value-added

tax (VAT), and improved public financial management. 
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Figure 14: Fiscal balance by country, 2011-2021 (% of GDP)

Source: African Development Bank, 2019a; 2020.

Note: Projections are based on the worst-case scenario. 

All other Southern African countries reported fiscal deficits in

2018 and 2019, with more deficits forecast for 2020 and 2021

(Figure 14). This is contrary to the SADC’s macroeconomic

convergence target to contain deficits at 3.0 percent of GDP.

Southern African countries need to undertake serious fiscal 

reforms ranging from budgetary discipline, efficient domestic

resource mobilization mechanisms, tax administration reforms

and re-prioritization, as well as enhancing the efficiency of 

expenditure. For SACU countries, the weak fiscal situation is

worsened by uncertain SACU receipts, which are below their

historical average of 30 percent of GDP. There is therefore a

need for countries dependent on SACU revenues to diversify

their income sources by strengthening tax administration, 

implementing public finance management reforms and 

addressing revenue leakages.

Overall, fiscal consolidation in Southern African countries

could be at risk if revenues continue to underperform due to

fragile economic recovery, which is likely to be worsened by

the COVID-19 pandemic. Huge public wage bills in countries

such as Eswatini, Lesotho, Mauritius and Zimbabwe contribute

to high fiscal deficits and divert resources from developmental

projects. Post–Cyclone Idai demands in Malawi, Mozambique

and Zimbabwe as well as food insecurity are likely to continue

creating fiscal pressures. The challenge of the region’s fiscal

deficits lies in their being financed largely through external
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Figure 15: Southern Africa external debt (% of GDP) 2011-2019

Source: African Development Bank, 2019a.

borrowing, domestic borrowing and by budget support 

from multilateral organizations, thus exerting pressure on the

financial sector and raising sustainability concerns for the 

region. Furthermore, the pressure being faced by governments

to provide stimulus packages to mitigate the adverse impacts

of the COVID-19 pandemic and the reliance on commodity

revenues, a revenue source most likely to come under 

significant pressure, will strain the fiscus resulting in fiscal 

dislocations in the already fragile economies. As an example,

in the case of Mauritius, the fiscal deficit is projected to widen

from 3.2 percent of GDP in 2019 to 10.9 percent of GDP 

in 2020. This is a result of some of the large fiscal and 

emergency relief packages the government has put in 

place to respond to impact of COVID-19.

The top five countries in the region with high debt levels as a

percentage of GDP in 2018 and 2019 are Mozambique, 

Angola, Zambia, Mauritius, and Zimbabwe.

The region’s external debt levels have been on an unsustainable

and persistent rise from 28.2 percent of GDP in 2011, 

reaching 52.1 percent of GDP in 2016, declining slightly to

50 percent in 2017 before rising again to 50.4 percent in

2018 and 56.4 percent in 2019 (Figure 15). Between 2018

and 2019 alone, the region’s external debt rose by about 

12 percent of GDP. The rise in the region’s external debt 

For Zimbabwe, the continued accumulation of 
external debt arrears seriously undermined the 
country’s creditworthiness, and severely compromised
its ability to secure new financing from both bilateral
and multilateral sources.
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as a percentage of GDP was pushed up by Zimbabwe, 

Mozambique, Zambia and Angola, which recorded increases

of 48.5 percent, 22.8 percent, 21.4 percent and 18.3 percent,

respectively, between 2018 and 2019 (Figure 16). Ballooning

debt levels raise concern about the region’s debt sustainability.

Debt repayments pose a risk to social service delivery and

threaten to increase country risk premium, reduce foreign 

reserves, and crowd out non-interest expenditures, coupled

with the downside effects on poverty-reduction strategies.

While Southern Africa’s debt is rising, it is not yet in danger

of falling into a debt trap.13

At the country level, Figure 16 shows that Mozambique 

had the highest debt burden, with an external debt of 147.3

percent of GDP in 2018, rising to 180.8 percent of GDP in

2019.14 These levels of public debt are way higher than the

SADC macroeconomic convergence target for less than 60

percent of GDP. Zimbabwe has been struggling with repayment

of outstanding debt arrears to international financial institutions

of about USD1.8 billion. Eswatini had the lowest external debt 
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Figure 16: Total external debt by country as a % of GDP and 2018-2019 % change

Source: African Development Bank, 2019a.

13 Unsustainability measures of debt is linked to several parameters/factors such as increased risk of defaults, actual defaults, uneven repayments and
frequent changes in term to maturities of debt.
14 These figures have somewhat been a moving target. For example, the IMF DSA for April 2019 show external debt of 91.2 percent of GDP instead of
147.3 percent and 97.9 percent of GDP instead of 180.8 percent in early 2019.

A key concern is not about the amount of debt, 
but the rate at which it is accumulated, how it is 
managed, the shift towards non-concessionary 
debt which is costlier and vulnerable to changes in 
financing conditions; and how it is used as a vehicle
for sustainable development, especially in light of 
the increasing development needs of Southern
Africa.

The 2019 IMF’s debt sustainability analysis of low-
income developing countries indicates that three out
of the seven countries in debt distress were from the
Southern Africa region, namely Mozambique, Sao Tomé
and Principe, and Zimbabwe. Zambia was among
the nine countries at high risk of debt distress.
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burden, followed by Botswana. Drivers of increased external

debt include high and rising fiscal deficits, limited fiscal space

and exchange rate movements. For instance, in Angola, 

the current account and fiscal deficits were being financed

by external debt and by budget support from multilateral 

organizations. Factoring in the COVID-19 pandemic, there are

high probabilities that some governments in the region may

end up accumulating more debt (domestic and external) 

in order to address the adverse impacts of the COVID-19

pandemic. Whilst COVID-19 presents an opportunity to ask

for deferment of debt servicing, this may not be the case for

countries in arrears, such as Zimbabwe. For some countries,

debt payment is likely to face challenges as the regional coun-

tries channel more resources towards health care responses,

social protection to the most vulnerable, and other stimulus-

packages to prevent and mitigate the adverse impacts of the

COVID-19 pandemic. This may lead to debt defaults and may

further result in a worsening debt crisis post-COVID-19 pandemic.  

Nonetheless, countries in the region should improve revenue

mobilization in order to reduce their reliance on debt financing

and strengthen tax administration systems to plug the loopholes

hemorrhaging the resources that are dearly needed for socio-

economic transformation. 

Historically, FDI in Southern Africa has been one of the drivers

of infrastructure development and economic growth especially

in sectors such as mining, agriculture, energy, information and

communications technology (ICT), among others. Table 9

shows that seven of the region’s countries experienced a 

decline in FDI between 2017 and 2018 namely: Angola, 

Lesotho, Madagascar, Mauritius, Namibia, São Tomé & Príncipe

and Zambia. In 2018, FDI more than doubled in South Africa

and Zimbabwe. However, in the case of Zimbabwe, the rising

FDI inflows in 2018 are associated with a small number of

projects, as well as the low base. In 2019, the FDI inflows into

the country fell to USD259 million and the downward trend is

likely to continue in the context of the COVID-19 pandemic

as on global economic growth.
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Table 9: Net FDI Inflows by country, 2017-2018 (USD million)

2010-2016 2017 2018(e)

South Africa 4,353 2,007 5,334

Mozambique 4,353 2,293 2,711

Zimbabwe 384 349 745

Zambia 1,447 1,108 569

Mauritius 399 443 372

Madagascar 583 389 349

Botswana 249 177 229

Namibia 666 461 196

Malawi 189 90 102

Lesotho 66 43 39

Eswatini 62 -56 25

São Tomé & Príncipe 28 41 17

Angola -190 -7,397 -5,732

Source: African Development Bank, 2019a.



Table 10: Human Development Index, by gender, by country, 2018

HDI Inequality 
adjusted HDI

(IHDI)

HDI by gender

Country 2019 HDI Rank 2010-19
growth rate

(%)

2018 IHDI Female Male

Mauritius 0.796 66 0.8 0.688 0.782 0.803

Botswana 0.728 94 1.2 - 0.723 0.731

South Africa 0.705 111 0.8 0.463 0.698 0.710

Namibia 0.645 130 1.2 0.417 0.647 0.641

São Tomé & Príncipe 0.609 137 1.4 0.507 0.571 0.635

Eswatini 0.608 138 2.2 0.430 0.595 0.618

Zambia 0.591 143 1.4 0.394 0.575 0.606

Angola 0.574 149 1.5 0.392 0.546 0.605

Zimbabwe 0.563 150 0.9 0.435 0.540 0.584

Madagascar 0.521 162 0.4 0.386 0.504 0.533

Lesotho 0.518 164 1.5 0.350 0.522 0.509

Malawi 0.485 172 1.3 0.346 0.466 0.501

Mozambique 0.446 180 1.5 0.309 0.422 0.468

World 0.731 - 0.6 0.584 0.707 0.751

SSA 0.541 - 1.03 0.376 0.507 0.569

Source: United Nations Development Programme (UNDP), 2019.
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In terms of human development, only two Southern African

countries, Mauritius and Botswana, were in the top 100 

global list (Table 10). The top four regional countries in

human development in 2018 were Mauritius, Botswana,

South Africa and Namibia. Mozambique and Malawi 

ranked the lowest with a Human Development Index (HDI)

reading of below 0.5.15 Four countries (Lesotho, Madagascar,

Malawi and Mozambique) had HDIs below the Sub-

Saharan HDI. Three countries from the region (Botswana,

Mauritius and South Africa) had HDIs in the high human 

development category, six (Angola, Eswatini, Namibia, 

São Tomé & Príncipe, Zambia and Zimbabwe) were in the

medium category, and four (Lesotho, Madagascar, Malawi

and Mozambique) were in the low category. 

However, in terms of measuring human development

growth in recent years, from 2010 to 2018, Eswatini 

had the highest HDI growth of 2.2 percent, followed 

by Angola, Lesotho and Mozambique at 1.5 percent 

growth each. Madagascar had the lowest HDI growth 

of 0.4 percent. In terms of HDI by gender, only Namibia 

and Lesotho had slightly higher HDIs for females than 

males.

S o u t h e r n  A f r i c a  E c o n o m i c  O u t l o o k  2 0 2 0

15 HDI is a value between 0 and 1. Countries are grouped into four categories depending on the value, very high for HDI of 0.800 and above, high from
0.700 to 0.799, medium from 0.550 to 0.699 and low below 0.550.



27

However, when adjusted for inequality, most of the countries

lose their HDI value, falling below the 0.5 mark except for

Mauritius and São Tomé & Príncipe. The HDI for Sub-Saharan

Africa (SSA) lost 30.5 percent of its value in 2018, the highest

of all the regions of the world. 

Poverty and inequality are twin challenges affecting the Southern

Africa region. Both take center stage in the Sustainable 

Development Goals framework (Agenda 2030); SDG 1: End

poverty in all its forms; and SDG 10: Reduce inequality within

and among countries. 

Seven countries had about or more than half of their 

population living below the national poverty line between

2007 and 2018 (Lesotho, Madagascar, Malawi, São Tomé

and Príncipe, South Africa, Zambia and Zimbabwe). South

Africa had the biggest share of the population living 

below the national poverty line (55.5 percent), followed by 

Zimbabwe with 70.5 percent and Madagascar with 70.1 

percent. The top five countries in the region with population

who are multidimensionally poor include Angola, Madagascar,

Malawi, Mozambique and Zambia.16

Poverty rates remain high due to uneven development 

(economic dualism), slow pace of economic growth and 

lack of mechanisms to translate growth into poverty reduction

and employment creation. Furthermore, the growth of 

precarious and vulnerable employment, with the attendant

poverty wages and income risks, and huge deficits of decent

work, have continued to outweigh poverty reduction efforts

in the region. The failed transition from informal to formal 

economies and limited productivity in the informal economy

have further dampened efforts to reduce poverty in the 

region.

High poverty levels have also been associated with wide 

inequalities. Inequality is one of the key factors inhibiting the

transmission of economic growth into poverty reduction. It is

therefore imperative to understand its patterns and drivers

(African Development Bank, 2015). As economic growth 

moderated in the region, major concerns arose about the 

distribution of the growth dividend. Most of the Southern 

African countries are highly unequal, with South Africa 

leading. Ten of the 20 most unequal countries in the world

are from Africa (UNDP, 2010). Of these 10, six were from 

Southern Africa: Botswana,  Eswatini, Lesotho, Namibia,

South Africa and Zambia. 

Southern African countries have not been performing well in

terms of reducing inequalities. Table 11 indicates that two of

the 13 Southern African countries have very high levels of 

inequality, while four are in the high inequality category, two

with medium inequality and three with low inequality.

S o u t h e r n  A f r i c a  E c o n o m i c  O u t l o o k  2 0 2 0

Deficits of decent work have long-term adverse 
implications for the marginalized groups (women,
youth and people with disabilities), undermining their
capacity to escape poverty.

16 http://data.un.org/_Docs/FAQs_2011_MPI.pdf 
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In the absence of inclusive, broad-based, pro-poor and 

employment-rich growth, inequality will remain a challenge in

the region. Interestingly, countries with high HDI also have high

inequality rates such as Botswana, Namibia and South Africa

(UNDP, 2019) where access to productive resources such as

land and minerals remained heavily biased in favor of a minority. 

Compared with other regions in Africa, Southern Africa has

the highest unemployment levels, averaging 12.5 percent

between 2011 and 2019, followed by North Africa averaging

11.8 percent over the same period (Figure 17). The region’s

unemployment rates have been much higher than Africa’s

average during those years.17

At country level, the region presents a mixed picture 

(Table 12). Most countries struggled with double-digit levels

for both total and youth unemployment in 2019. The situation

in terms of total unemployment in 2019 was as follows: 

Botswana (18.2 percent), Eswatini (22.9 percent), Lesotho

(23.5 percent), Namibia (23.2 percent), São Tomé & Príncipe

(13.4 percent), and South Africa (29.1 percent). South Africa 

recorded the highest unemployment rate across the years,

and the country with the lowest unemployment level was 

Madagascar. Notably, countries with high total unemployment

rates are from the SACU (Table 12). South Africa and Namibia

witnessed an increase in unemployment rates between 2011

and 2019 of 10.5 percent and 18.4 percent, respectively.

These countries have a shared history of apartheid, which

systematically excluded the black majority from productive

and remunerative employment.  
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Table 11: Analysis of inequality by country

Level of inequality Gini Coefficient Country

Very High Gini >0.60 South Africa

High Gini 0.53-0.5999
Mozambique, Zambia, Namibia,

Botswana

Medium Gini 0.45-0.529 Malawi, Eswatini, Lesotho

Low Gini 0.40-0.449 Madagascar, Angola, Zimbabwe

Very Low Gini <0.399 Mauritius, Sao Tome and Principe

Source: UNDP, 2019.

17 There is a high possibility that the ILO definitions used to measure unemployment for these countries/regions is not appropriate.
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Countries that were able to reduce their unemployment 

rates significantly between 2011 and 2019 include 

Zambia, where unemployment dropped by 29.4 percent, 

Madagascar (19 percent), Malawi (15.6 percent), Eswatini

(14.2) percent, Mozambique (13.5 percent) and Lesotho 

(11.0 percent). Some of these declines may have been 

helped by changes in the definition of unemployment in 

these countries.

In terms of youth unemployment, more countries are 

struggling. Nine out of the 13 countries experienced double-

digit youth unemployment levels, with the worst-affected

countries being South Africa (53.2 percent), Eswatini (47.4

percent), Namibia (44.8 percent), Botswana (37.5 percent),

and Lesotho (33 percent). Youth unemployment rates were

generally double the average levels. Madagascar maintained

the least total and youth unemployment rates in 2019. 

Zambia, Madagascar, Malawi, Lesotho and Mozambique 

managed to reduce significantly youth unemployment 

between 2011 and 2019. Countries that experienced an 

increase in youth unemployment include Namibia, Mauritius,

South Africa, Botswana and Angola. 
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Figure 17: Unemployment rates in Africa by region, 2011-2019 (modeled ILO estimate)

Source: African Development Bank, 2019a.
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Overall, the high level of unemployment, especially among 

the youth, is due to inadequate skills, skills mismatch, limited 

economic diversification, and low absorption capacity of 

industries, growth models driven by capital intensive sectors

(e.g. diamonds in Botswana), a lack of functional institutions,

slow economic growth, and a lack of pro-employment

macro-economic policies. High unemployment rates have

also contributed to huge income inequalities and pose 

questions on the role of developmental policies in the region

in reducing unemployment and promoting structural transfor-

mation. Thus, employment creation should be mainstreamed

in all national (fiscal, monetary and economic blue-prints) and

sectoral policies. 

However, in the context of the COVID-19 pandemic, unem-

ployment is likely to escalate especially in the hardest hit 

sectors such as tourism and hospitality, entertainment, retail

and trade and agriculture, where most of the people in the

region are employed. The Small and Medium Enterprises

(SMEs) and the informal economy in general which are big

employers in some of the regional countries, will also be 

adversely affected due to the national lockdowns and 

slowdown in business activity. Without government support,

the majority of workers is at risk of losing jobs, thus, 

compounding the unemployment statistics.

The majority of the region’s employment is found in the 

agriculture sector as indicated in Figure 18. Seven of the 

13 Southern African countries have most of their workforce

in agriculture, reaching as high as 72 percent in Malawi, 

71 percent in Mozambique, 68 percent in Madagascar, and

67 percent in both Lesotho and Zimbabwe. In seven of the

13 Southern African countries, employment is driven by the

service sector, with the leading countries being South Africa

(72 percent), Mauritius (66 percent), Eswatini (63 percent),

Namibia (61 percent) and Botswana, and São Tomé & Príncipe

(59 percent). 
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Table 12: Unemployment as a percentage of total labor force (modeled ILO estimate), 2011-2019

Total Unemployment (TU) YU
% change,
2011-2019

2011 2012 2013 2014 2015 2016 2017 2018 2019 2019 TU YU

Angola 7.4 7.4 7.5 7.4 7.3 7.3 7.1 7.3 7.3 17.1 -1.4 1.2

Botswana 17.8 17.9 18.3 18.2 18 18 17.6 17.9 18.2 37.5 2.2 5.3

Eswatini 26.7 26 25.4 24.5 23.6 22.7 22.3 22.5 22.9 45.8 -14.2 -6.3

Lesotho 26.4 25.3 24.6 24.3 24.3 24.2 23.6 23.6 23.5 33 -11 -10.3

Madagascar 2.1 0.6 0.9 1.3 1.8 1.8 1.7 1.7 1.7 1.7 -19 -19.0

Malawi 6.4 6.2 6 5.9 5.8 5.7 5.5 5.4 5.4 7.1 -15.6 -16.5

Mauritius 7.5 7.5 7.3 7.5 7.4 6.8 6.8 6.9 6.9 23.7 -8 11.3

Mozambique 3.7 3.3 3.2 3.2 3.4 3.4 3.2 3.2 3.2 6.8 -13.5 -13.9

Namibia 19.6 16.8 19 18.5 20.8 23.4 23.1 23.1 23.2 44.8 18.4 13.4

São Tomé & Príncipe 13.7 13.6 13.9 13.9 13.6 13.6 13.1 13.3 13.4 20.3 -2.2 -1.0

South Africa 24.7 24.7 24.6 24.9 25.2 26.6 27.3 27 27.3 53.2 10.5 6.4

Zambia 10.2 7.9 7.8 7.7 7.5 7.4 7.2 7.2 7.2 15.9 -29.4 -26.0

Zimbabwe 5.4 5.6 5.6 5.5 5.4 5.2 4.9 4.9 4.9 8.1 -9.3 -4.7

Source: African Development Bank, 2019a.

Notes: TU- Total Unemployment, YU – Youth Unemployment.
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Table 13 shows that countries with high employment in 

the service sectors include Botswana, Eswatini, Mauritius,

Namibia, São Tomé & Príncipe and South Africa. On the other

hand, countries with an agriculture sector that is labor-

intensive, include Angola, Lesotho, Madagascar, Zambia and

Zimbabwe.
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Figure 18: Employment by sector (%)

Source: World Bank, 2019.

Table 13: Sectoral employment (%) versus Sectoral GDP contributions (%), 2019

Agriculture Industry Services

Employment GDP Employment GDP Employment GDP

Angola 49 9.2 8 44.4 43 46.4
Botswana 23 2.3 18 34.4 59 63.8
Eswatini 13 9.5 24 37.3 63 53.3

Lesotho 67 6.2 10 34.8 23 59.1

Madagascar 68 28.5 7 20.2 25 51.3

Malawi 72 30.4 8 15.3 20 54.3

Mauritius 7 3.5 27 21 66 75.5

Mozambique 71 24.7 8 22.7 21 52.6

Namibia 20 7.1 19 31.3 61 61.6

São Tomé & Príncipe 23 12.3 18 16.4 59 71

South Africa 5 2.5 23 29.3 72 68.2

Zambia 54 5.2 11 37.3 36 57.5

Zimbabwe 67 9.2 7 25.1 25 65.7

Source: World Bank, 2019.
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1.3 PROJECTED OUTLOOK

Southern African countries are commodity exporters and 

are affected by global economic developments, particularly 

commodity prices, commodity demand, the direction and

terms of trade, and the state of world financial markets.

The region’s real GDP growth rate prior to COVID-19 was

projected to bounce back from the estimated 0.7 percent 

in 2019 to 2.1 percent in 2020 and further to 2.5 percent 

in 2021 (Table 14). A total of 11 countries were projected 

to experience moderate growth in 2020 apart from Lesotho 

and South Africa. However, the GDP growth rate in 2021 was 

projected to vary widely across countries, with some countries

experiencing positive performance as others slide back.

These numbers changed significantly after COVID-19.

Whilst the increase in GDP was projected to be driven by

structural reforms to improve the business environment and

attract investment, infrastructure development in the agriculture

and mining sectors, accommodative monetary policy and

macroeconomic stability, the COVID-19 outbreak presents

challenges for the region’s growth emanating from depressed

commodity prices, weak demand, and disruption in supply

chain ecosystem and industrialization. The African Continental

Free Trade Area (AfCFTA) is projected to provide opportunities

for markets to spur economic growth (Box 2). However, the

COVID-19 pandemic will have significant effects on the region

in due disruptions in trade, tourism, remittances, financial

markets, and consumer and business markets. Ultimately, for

Southern Africa, the impact of COVID-19 on the region’s

growth forecast will depend on the rate of spread of the 

virus, the nature of policies and strategies put in place by the

countries to mitigate the impact and the time it will take to

stop the epidemic. 
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Table 14: Real GDP growth rate forecasts – before and with COVID-19 (worst-case scenario)

2019(e) 2020(p) 2021(p) 2019(e) 2020(p) 2021(p)

Before COVID-19 After COVID-19

Southern Africa 0.7 2.1 2.5 0.3 -6.6 2.2

Angola -0.1 2.8 2.3 -0.9 -5.3 1.2

Botswana 3.5 4.2 5.1 3.0 -7.3 5.5

Lesotho 2.6 1.8 1.7 1.0 -7.3 4.7

Madagascar 5.2 5.3 5.1 4.8 -3.0 5.6

Malawi 5.0 5.2 5.5 4.5 0.6 3.3

Mauritius 3.8 3.9 4.0 3.0 -11.5 5.5

Mozambique 1.9 5.8 4.0 2.2 -2.0 5.0

Namibia -1.0 2.6 2.4 -1.4 2.6 3.3

São Tomé & Príncipe 4.0 4.5 5.1 1.3 -8.2 -2.1

South Africa 0.7 1.1 1.8 0.2 -7.5 1.3

Eswatini 1.4 2.5 1.2 1.3 -6.3 2.0

Zambia 2.0 2.4 2.9 1.5 -6.5 4.8

Zimbabwe -12.8 4.6 5.6 -8.4 -8.5 3.5

Source: African Development Bank, 2019a and 2020.
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In the energy sector coal and crude oil prices are expected

to slump in 2020 and 2021 against a backdrop of slowing

global growth and demand (Table 15) whilst natural gas prices

were projected to firm slightly in 2020 and 2021. Coupled by

the impact of COVID-19, oil and non-oil commodity prices

declined between January to March 2020, with natural 

gas and metal prices dropping by 30 percent and 4 percent, 

respectively. The prices of most metals are projected to be

volatile in 2020 and 2021, except for lead, nickel, tin and zinc.

The biggest risk factor for metals and minerals is associated

with a slowdown in global growth, particularly in China. 

This will likely have a negative impact on economic growth,

financial position and income distribution in 2020 and 2021

for most Southern African countries that rely heavily on the

export of primary mineral commodities, thereby threatening

economic recovery. Gold prices are projected to improve

Box 2: The African Continental Free Trade Agreement (AfCFTA) 

The AfCFTA came into force in May 2019. It is the largest in the world in terms of participating countries, with a market
potential for goods and services of 1.2 billion people, and an aggregate gross domestic product of about USD2.5 
trillion.

The agreement seeks to create a single market on the continent, as well as to increase intra-African trade mainly through
trade liberalization. It also seeks to make Africa a meaningful player in international trade. It is expected to address the
disparities between Africa’s growing economic significance and its peripheral place in global trade.

The agreement is hinged on trade liberalisation, through both tariff and non-tariff barrier reduction as a means to 
drastically increase intra-continental trade, and ensuring that this will be beneficial for all. The United Nations Economic
Commission for Africa (UNECA) has predicted that the AfCFTA will raise intra-African trade by 15-25 percent, or USD50
billion to USD70 billion, by 2040, compared to an Africa without the AfCFTA.

However, maximizing the AfCFTA benefits will require African governments to:

i. Adopt a gradual and targeted approach to liberalization processes, in order to safeguard “infant industries” 
as well as the most vulnerable population groups, especially in vital sectors such as food security. 

ii. Adopt appropriate policies that ensure the potential benefits of the AfCFTA are equally distributed nationally, 
given that the benefits of trade liberalization and globalization have neither been equally distributed in the past 
nor translated into welfare improvements for citizens.

iii. Invest in industrialization as opposed to the current model of extracting and exporting raw materials.
iv. Invest in human capital and skills development in order to leverage on the Fourth Industrial Revolution (4IR).
v. Develop proactive national strategies that will identify opportunities and constraints and inform their tariff 

commitments for goods and services.
vi. Address the existing network of complex and overlapping trade agreements in Africa, for instance, the African, 

Caribbean and Pacific and European Union (ACP-EU) Agreement, East African Community (ECA) and the 
Common Market for Eastern and Southern Africa (COMESA).

vii. Ensure that the AfCFTA is a socially sensitive, sustainable and inclusive agreement by guaranteeing effective 
and meaningful participation of all key national stakeholders.

viii. Address the infrastructure bottlenecks that have been a great hindrance to the progress of intra-African trade, 
such as access to infrastructure (power, roads, rail, up-to-date technology, viable national private sector and 
local industries).

Source: ACCORD (2019), Africa Growth Initiative (2019) and CADTM (2019).
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marginally in 2020 to USD1,360/toz before declining slightly

to USD1,354. Copper prices are projected to firm up in 2020

and 2021 while aluminum prices are expected to strengthen

slightly in 2020 and 2021.

Heavily-indebted countries in the region, particularly those

dependent on commodity exports, face threats due to

COVID-19’s impact on agricultural commodity prices. 

The decline in tobacco commodity prices, however, is likely

to negatively affect countries such as Zimbabwe and Malawi

where tobacco is a major component of the agricultural 

sector. In the medium to long term, a resolution of trade 

tensions, especially between the United States and China,

presents greater opportunities for international trade. 

Table 15: Commodity prices and price projections in current USD

Commodity Unit 2019 2020 2021

Energy

Coal, Australia $/mt 94.0 90.0 86.4

Crude oil, average $/bbl 64.0 63.0 63.5

Natural gas, European $/mmbtu 6.0 6.0 6.1

Natural gas, US $/mmbtu 2.8 2.9 3.0

Agriculture 

Tea, auctions (3) average ¢/kg 245 251 257

Soybeans $/mt 390 401 412

Maize $/mt 168 171 175

Rice, Thailand, 5% $/mt 410 413 415

Wheat, US, HRW $/mt 212 214 217

Sugar, world ¢/kg 28 29 30

Cotton ¢/kg 188 191 193

Tobacco $/mt 4,900 4,862 4,825

Metals and minerals 

Aluminum $/mt 1,940 1,970 1,992

Copper $/mt 6,490 6,680 6,711

Gold $/toz 1,310 1,360 1,354

Iron ore ¢/dmtu 78 73 73

Lead ¢/kg 1,980 2,000 2,010

Nickel $/mt 12,880 13,700 14,079

Silver c/toz 16 16 16

Tin ¢/kg 21,210 21,580 21,718

Zinc ¢/kg 2,870 2,650 2,635

Source: World Bank, 2020.
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Overall, the region’s GDP per capita was projected in January

2020 (pre-COVID-19) to contract by 0.2 percent in 2020 

but to improve in 2021 by 0.2 percent. At country level, all

countries were expected to have a moderate growth in GDP

per capita except for Lesotho, South Africa and Zambia. 

However, a moderate recovery rate after COVID-19 may not

be sufficient to significantly alleviate poverty. High GDP per

capita growth does not automatically lead to a decline in 

inequality, meaning an increase in GDP per capita would need

to be supported by inclusive policy interventions to reduce

inequalities and translate growth into meaningful poverty 

reduction.

1.4 SOUTHERN AFRICA’S MACRO-
ECONOMIC CONVERGENCE 

In August 2002, the SADC ministers of finance signed a 

memorandum of understanding on macroeconomic 

convergence. The framework was based on the premise that

in order to achieve and maintain macroeconomic stability, 

balancing intraregional development, and elimination of 

obstacles to the free movement of factors of production 

and commodities, SADC countries needed to converge on

stability-oriented economic policies. A total of six macro-

economic convergence indicators were agreed, namely:

• Inflation (3.0 percent-7.0 percent);

• Budget balance (deficit of less than 3.0 percent of 

GDP);

• Public sector debt (less than 60.0 percent of 

GDP);

• GDP Growth (7.0 percent minimum);

• Current account balance (deficit of less than 9 

percent of GDP); and, 

• Foreign reserves (six months of imports minimum).

Table 16 shows that in 2019, only eight of the 13 countries

met the inflation target, namely, Botswana, Lesotho, 

Madagascar, Mauritius, Mozambique, Namibia, South 

Africa and Eswatini. Four countries met the fiscal balance 

target (Angola, Botswana, Madagascar and São Tomé and 

Príncipe).

S o u t h e r n  A f r i c a  E c o n o m i c  O u t l o o k  2 0 2 0



36

None of the 13 countries met the economic growth target for

a minimum of 7.0 percent growth. Eleven of the 13 countries

met the current account balance target, representing a fair

score. Those that failed to meet the current account balance

target were Malawi, Mozambique and São Tomé and 

Príncipe. In terms of the public debt, only seven countries

managed to maintain the target. Only three countries met the

foreign currency reserve target. Clearly, macroeconomic

convergence remains elusive, especially given the fragile 

economic outlook.

1.5 RISKS TO THE OUTLOOK

Slowdown in major economies

Overall, pre-COVID-19 economic growth in advanced countries

was projected to remain sluggish in 2020 and 2021 (Table

17). The pre-COVID-19 weakening of growth in China from

the estimated 6.1 percent in 2019 to 5.9 percent in 2020 and
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Table 16: SADC macroeconomic convergence indicators in 2019 (estimates)

Primary criteria Secondary criteria

Inflation
(3%-7%)

Budget 
balance (less
than 3% of

GDP)

Public 
sector debt
(less than

60% of GDP)

GDP Growth 
(7% 

minimum)

Current 
Account 

(less than 9%
deficit)

Foreign 
reserves 

(6 months of
imports 
minimum)

Angola 17.5 -0.1 95.0 -0.1 0.5 6.9

Botswana 3.1 -2.4 12.3 3.5 1.0 9.0

Lesotho 5.6 -4.0 45.9 2.6 -3.7 3.3

Madagascar 6.2 -2.4 46.5 5.2 -0.2 4.2

Malawi 9.0 -5.9 65.1 5.0 -16.9 3.2

Mauritius 1.2 -3.2 68.7 3.8 -6.3 11.3

Mozambique 3.4 -6.4 108.8 1.9 -54.2 1.9

Namibia 4.5 -4.6 49.2 -1.0 -3.0 2.1

São Tomé & Príncipe 7.9 -1.9 77.2 4.0 -9.3 2.4

South Africa 4.4 -6.5 61.6 0.7 -3.4 5.4

Eswatini 2.7 -7.8 40.9 1.4 2.4 2.4

Zambia 9.2 -7.7 91.6 2.0 -2.8 1.4

Zimbabwe 224.7 -4.9 17.7 -8.4 1.1 0.1

Southern Africa 9.9 -3.7 58.9 0.7 -4.2 4.9

Number of countries 
meeting target

8 4 7 0 11 3

Source: World Bank, 2020.

Note: Sao Tome & Principe is included here for AfDB's operational purposes.
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5.8 percent in 2021 is likely to pose risks for Southern African

countries since China is a major source of commodity 

demand. This outlook has been significantly disrupted across

every territory by the outbreak of the disease.
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Table 17: Projected global growth (World, Advanced Countries and Emerging Developing Economies)
for 2019– 2021 (%) – without and with COVID-19

Without COVID-19 COVID-19 Worst-case

2019(e) 2020(p) 2021(p) 2019(e) 2020(p) 2021(p)

World 3.0 3.4 3.6 3.0 -2.8 -1.9

Advanced economies 1.7 1.7 1.6 1.7 -2.8 -1.7

Emerging market and developing 
economies

3.9 4.6 4.8 3.0 -2.8 -1.9

Southern Africa 0.7 2.1 2.5 0.7 -6.6 2.2

Africa 3.4 3.9 4.1 3.4 -3.4 2.4

**China 6.1 5.9 5.8 6.1 1.2 9.2

**United States 2.3 1.8 1.7 2.3 -5.9 4.7

**Euro Area 1.1 0.7 0.6 1.2 -7.5 4.7

Source: African Development Bank, 2019a, 2020 ** data source from IMF, 2020.

Note: Projections with-by IMF for COVID-19 scenarios uses assumption a long outbreak in 2020. This is similar to the AfDB’s assumption of

worst-case scenario.

However, the impact on the COVID-19 pandemic further

poses risks to Southern Africa, through its impact on its major

trading partner, China. Furthermore, the other two key trading

partners of most Southern African countries (the United

States and the euro zone) are also projected to face a 

slowdown in economic growth, negatively affecting export

demand and foreign direct investment in Southern Africa. 

Additionally, the suspension of all international travel to or

from the most-affected countries and quarantining of citizens

who have traveled to or through those areas, poses economic

shocks for Southern Africa countries whose economies base

is in the services sector (e.g. tourism). The COVID-19 pandemic

will have significant effects on economies in Southern Africa

countries as trade, remittances, financial markets, and consumer

and business sentiment are disrupted. Additionally, with the

COVID-19 pandemic and its adverse impact of economic 

activity in many advanced and emerging market countries,

remittances to Southern Africa could experience significant

declines.

Climate Change

Climate change will pose serious risks to the agricultural

sector of Southern African countries and may depress 

economic growth in the region. Climate change also poses

risks of low productivity in the agricultural sector through 

a decline in crop yields as global temperatures rise. The 

disastrous effects of Cyclone Idai were a major wake-up

call for most of the Southern African countries after 

Mozambique, Malawi and Zimbabwe were hit hard. Natural

disasters related to climate change such as flooding and

prolonged droughts remain an important risk for Southern
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African countries, especially those with agriculture as the

major contributor to GDP. In addition, the lack of climate-

resilient infrastructure and climate-proof insurance in most

of these Southern African countries will likely exacerbate

the risks. 

Falling commodity prices

The projected volatility of metals and mineral prices reflects

subdued industrial commodity demand which is likely to stifle

economic growth for Southern African countries with GDP

driven by the mining sector. Again, given the importance of

agriculture in most Southern African countries, in the absence

of economic diversification, any downward shift in agricultural

commodity prices will undermine fiscal revenues and hence

economic progress. On the oil front, the Saudi-Russian price

war presents volatilities for oil exporters and their economies.

Impact of the COVID-19 pandemic 

The outbreak of COVID-19 that began in the Chinese city of

Wuhan in December 2019 has caused the deaths of several

thousand people mostly in China and Europe. Due to the 

nature of the transmission of the virus, which can be passed

between people through droplets or close contact, authorities

in China delayed the re-opening of companies after the 

Chinese New Year holiday. 

There has been, and will be, disruption to business as the

virus spreads and the Chinese government works to contain

the outbreak. Disruption to the flow of people and transport

systems is having a major impact, leading to delays in factory

openings and product delivery and causing shortages of both

workers and production inputs at some factories. The outbreak

poses a threat to three main sectors of China's economy: 

• The service sector, especially such consumer industries 

as tourism, catering, entertainment and logistics (particularly 

for small and medium-sized enterprises).

• The manufacturing sector, typically in the mobile phone, 

car and electronic industries, due to uncertainty over 

when normal operations will be resumed, which may 

disrupt global industrial chains to some extent.

• The trade sector, due to reductions and cancellations of 

flights, sea routes and border restrictions.18

Impact on Trade: in terms of trade, although no country has

yet changed any of its sanitary or phytosanitary requirements

on market access for primary sector product exports and 

imports with China, delays in the opening of industries in

China caused backlogs in orders of goods from the country.

This has also had a knock-on effect on freight, with vessel

sailings cancelled and reduced flights to and from China, 

especially in areas such as Wuhan and Ningbo. For example,

Wuhan, a manufacturing center, interrupted the production

of Liquid Crystal Display (LCD) panels and Light-Emitting

Diode (LED) panels. This will likely lead to a reduction in 

related supplies on the international market (supply chain 

disruptions), with a possible increase in production costs. The

scope and scale of such risks and impacts on other sectors

and the transmission mechanisms to the Southern African 

region need further observation. For instance, the tourism

sector, which many of the Southern African countries rely on,

has already been affected, though the period of risk and 

impact remains uncertain.

Impact on Investment: While the coronavirus epidemic 

may drive new investment in medical infrastructure projects,

for other infrastructure projects, the outbreak has resulted in 

delays in the commencement of some projects. For instance,

UNCTAD’s forecast confirmed in the January 2020 Global 

Investment Trends Monitor projected a stable level of global

FDI inflows in 2020-2021with a potential increase of +5 

percent (relatively marginal for FDI). However, based on an

expected GDP growth impact of -0.5 percent under a 

scenario in which COVID-19 would be brought under control

18 PricewaterhouseCoopers (2020).
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in the first half of 2020, and a potential impact of -1.5 percent

under a scenario in which the epidemic continues to affect the

global economy throughout the year – in line with projections

by other international organizations. Overall, UNCTAD projected

a negative impact on global FDI flows ranging from -5 percent

to -15 percent in 2020 (with the effect of the demand shock

filtering through 2021).19 Much of the impact will be driven by

delayed investment as a result of the global demand shock

with a significant negative impact in economies and industries

that are highly dependent on global value chain trade.

However, China’s stimulus to investment is expected to 

increase, in order to reduce the risks and impact. This may

lead to an inward-looking China in terms of infrastructure 

development which may undermine investments in other

continents and sub-regions.

Impact on Financial Markets: Financial markets made wild

swings from January 20 to February 5, 2020 with airlines, 

marine, consumer services, media and retail companies five

of the industries with the largest losses, while health care was

among the biggest gainers. This pattern was relatively consistent

across regions as the COVID-19 pandemic spread.20 Assets

most exposed to China have suffered. Currencies of economies

integrated with the country’s supply chains have weakened.

Prices of commodities, of which China is usually a big buyer,

have also slid. Share prices of both manufacturing and

consumer-facing companies operating in China fell signifi-

cantly when factories stayed shut and people stayed home.

Furthermore, even though there are attempts in countries 

like China to open up and return to normalcy, the longer

COVID-19 spreads globally, the more economic and 

company performance will be impacted, raising concerns

about debt sustainability, especially for highly indebted 

countries and companies in the region. Hence, slowdown in

China, US, EU due to the coronavirus outbreak will have a

spill-over effect on Southern Africa economies. 

Impact on tourism: The ban on international travel has had

huge impact on the tourism sector. As examples: for South

Africa, this sector accounts for almost 9 percent of GDP and

generated 1.5 million jobs in 2018/19. Similarly, for Botswana,

the sector accounted for almost 12 percent of GDP and

about 8 percent of total employment in 2018. Reduced travel

and limitations on cross-border openings are bound to have

a telling effect on the Southern African region which accounts

for over 45 percent of Africa’s travel and tourism industry. For

Botswana, travel and tourism sector grew by 3.4 percent in

2018. The sector generated 84,500 jobs in 2018, equivalent

to 8.9 percent of total employment.

Impact of education and health systems : COVID-19 first

and foremost is a health crisis. The UNECA (2020) estimated

that anywhere between 300,000 and 3.3 million African 

people could lose their lives as a direct result of COVID-19,

depending on the intervention measures taken to stop the

spread. But the disease had significant impacts on the efforts

across the continent to build human capital. Beside fatalities,

COVID-19 forced governments across the continent to close

educational and other training institutions. The impact of 

disease on the quality of education is yet to pan out. It is 

arguable that changes in the delivery as well as lack there

of education will affect human capital development in Africa

for many years to come. As an example, about 52 percent 

of 24-year-olds in South Africa have completed Grade 12,

compared to 70 percent in most developing countries. Some

schools in South Africa adopted remote learning strategy

under the quarantine conditions but these approached are

going to deepen the inequality that traditionally characterized

South African society.

Domestic risks that face the Southern Africa region include

the following:
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19 https://unctad.org/en/PublicationsLibrary/diae_gitm34_coronavirus_8march2020.pdf.
20 https://www.msci.com/www/blog-posts/the-coronavirus-epidemic/01718848208.
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• Weak fiscal consolidation;

• Debt distress and heavy debt payments affecting stability 

in the financial sector (Table 18);

• Delays in structural transformation, especially from the 

dualistic nature of Southern African economies to more 

diversified and inclusive economies;

• Weak public financial management characterized by 

resource leakages (illicit financial flows and corruption) 

thereby threatening the mobilization of domestic resources

needed to finance structural transformation; and,

• Recurrence of severe climatic conditions such as floods 

and El Nino-induced drought.

1.6 CONCLUSION AND POLICY 
RECOMMENDATIONS

Before the COVID-19 pandemic, economic growth in 

Southern Africa had been projected to recover in 2020. 

However, following the outbreak of COVID-19, economic

growth is projected to slow down through the transmission

mechanisms of depressed global demand, decline in 

commodity prices, low export performance and low foreign

direct investment. The pandemic is projected to adversely 

affect the economic sectors driving the regional economies

namely services (tourism and hospitality, transport, distribution

and logistics, retail and entertainment), agriculture and mining

sectors, among others. As a result, macroeconomic stability

will be undermined in a context where some of the regional

economies were already fragile, further weakening sustainable

development. Clearly, both domestic and external related

risks induced by the COVID-19 pandemic means that macro-

economic convergence remains elusive, especially given 

the fragile economic outlook. Given this, the following policy

recommendations are proposed:

• Enhancing economic diversification

Policies to boost economic diversification are crucial, 

particularly because most of the Southern African countries

are commodity exporters. Economic diversification 

characterized by commodity-driven industrialization 

encourages the development of value chains in high 

value-added and technology-intensive subsectors and 

productivity gains in line with Southern Africa’s RISDP. 

This process should be accompanied by investment and 

the deployment of new and cleaner technologies in 

production methods. This will help Southern Africa be 

more economically resilient during downturns. 

• Improving business environment competitiveness

Improving business environment competitiveness in 

Southern Africa is critical going forward. The AfCFTA 

presents opportunities through greater regional integration. 

Currently, none of the Southern African countries are 

in the top 50 of the Competitiveness Index of 2019. 

S o u t h e r n  A f r i c a  E c o n o m i c  O u t l o o k  2 0 2 0

Table 18: Risk of external debt distress

Country Risk of external debt distress

Lesotho Moderate

Madagascar Moderate

Malawi Moderate

Mozambique In distress

Zambia High

Zimbabwe In distress

Source: IDA, 2019.
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Only five (Botswana, Namibia, Mauritius, Seychelles and 

South Africa) out of the 16 Southern African countries 

were in the top 100 Competitiveness Index of 2019. 

Reforms in both doing business and economic 

competitiveness will also go a long way in attracting 

FDI, fulfilling the SADC’s RISDP, and fostering meaningful 

private sector participation in economic growth.

• Promoting formalization of the informal economy

Promoting formalization of the informal economy 

(transitioning from informal to formal) along the 

guidelines of the International Labour Organisation (ILO) 

Recommendation 204 of 2015 will be critical in 

addressing low productivity, unemployment, especially 

among youth and women, and the significant deficit of 

decent work, which is critical for meaningful poverty 

reduction. 

• Making growth inclusive, broad-based and pro-poor

Policies aimed at making growth inclusive, broad-based 

and pro-poor are critical if growth is to substantially 

impact inequality and poverty rates. Despite moderate 

economic growth and growth of GDP per capita, 

Southern African countries are still confronted with the 

challenge of making growth job-rich and equitable, hence 

the slow progress in reducing poverty and inequalities. 

Ordinary citizens in most of the Southern African countries 

remain excluded from development at different stages of 

life. Equal access to social and economic opportunities 

will boost their capacity to become productive and 

effective agents of change and overall social progress as 

proposed in the Sustainable Development Goals Agenda 

(2030) and the African Union’s Agenda 2063.

• Intensifying climate change response and action

Investment in climate-sensitive social protection, climate-

resilient infrastructure and climate-resilient agricultural 

practices is critical given the threats from climate change, 

which are likely to worsen in the near future. 

• Integrating pro-decent employment macroeconomic 

policies and strategies

Southern African governments must also design and 

implement pro-decent employment macroeconomic 

policies and strategies, supported by progressive and 

decent living wage policies. These policies should also 

be inclusive, pro-youth, pro-women and disability-friendly.

• Fiscal consolidation and the creation of fiscal space

Gradual fiscal consolidation and the creation of fiscal 

space remain key in financing the developmental needs 

of the region and making progress towards achieving 

the SDGs. However, the current state of financing through 

borrowing (external and domestic) raises questions about 

debt sustainability. Hence, Southern African countries 

need to harness efforts to improve domestic revenue 

mobilization in order to reduce their reliance on debt 

financing. Reforming tax administration systems in line 

with the socio-economic contexts (earnings, type of 

employment, poverty levels, nature and size of business, 

among others), increasing the tax morale of citizens, 

curbing corruption in all its forms and at all levels, promoting 

ethical political leadership, strengthening debt-management 

capacity and debt transparency are critical going forward. 

Additionally, Southern African governments, central 

banks and the private sector should work together 

to ensure that remittance services are efficient, safe 

and accessible, and are leveraged to improve foreign 

exchange inflows as well as socio-economic development

and poverty reduction.

• Strengthening COVID-19 response and action

In light of the outbreak and spread of COVID-19, and its 

projected impact on regional economies, it is important 

that governments in the region enhance their state of 

preparedness in prevention, testing and mitigation 

mechanisms, and set aside adequate resources to 

deal with the pandemic and its impact at household, 

firm and economy-wide levels. It is particularly critical 
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to adapt World Health Organization (WHO) and ILO 

guidelines to national realities. Already, some countries 

in the region declared the pandemic a national disaster 

and have adopted containment measures including, 

social distancing, travel bans, quarantine for nationals 

returning from high-risk countries, setting up emergency 

response contacts and dedicated medical facilities to 

deal with the coronavirus, closure of schools and 

universities and enhanced screening and testing. South 

Africa and Zimbabwe enforced national lockdowns, 

whilst Madagascar and Mauritius implemented curfews. 

Other countries in the region adopted fiscal measures 

to prevent and mitigate the adverse impacts of the 

pandemic. For instance, Botswana availed P31 million 

(USD2.6 million) to deal with the outbreak, Malawi 

availed USD20 million (0.25 percent of GDP) towards 

health care and targeted social assistance program, 

Mauritius introduced a Wage Support Scheme to 

employees who would become unemployed on a 

temporary basis, Mozambique increased the budget 

allocation for health, from about MT 2 billion (USD30 

million or about 0.2 percent of GDP) to about 

MT 3.3 billion (USD50 million or 0.3 percent of GDP), 

Zambia announced a 57 million kwacha emergency 

fund (USD3.15 million, around 0.02 percent of GDP) 

to strengthen preparedness and enhance public 

security21 and Zimbabwe unveiled ZWL$200million 

(USD8million) per month to 1 million vulnerable 

households for the 3 months under the Cash Transfer 

Program. 
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21 https://www.imf.org/en/Topics/imf-and-covid19/Policy-Responses-to-COVID-19#B
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The provision of, and access to, quality education and skills is

the basis of prosperity, dignity and well-being for individuals

and forms the backbone of successful economies. Learning

and working provide people with livelihoods, an opportunity

to contribute to their societies and, often, meaning and 

identity. Workers’ skills lead to productivity and innovation 

in companies, and therefore education and skills are key 

enablers of economic growth. Investment in education and skills

helps to “pivot” an economy towards higher value-added 

activities and dynamic growth sectors (ILO, 2008). It is in this

context that the 2017 World Economic Forum (WEF) Global

Human Capital Report flagged human capital22 as a key factor

for growth, development and competitiveness. The African 

Development Bank also set out in relative detail how its regional

member countries define an agenda for creating decent jobs

in the ever-evolving global economy (AfDB, 2019b). Some of

the discussions can be extended to the context of Southern

Africa, focusing on the problematic of skills development. 

Skills development is an important means for increased 

productivity, private-sector development, inclusive economic

growth and poverty reduction. To achieve economic diversi-

fication and structural change towards high productivity 

sectors, a better skilled and more adaptable labor force is 

necessary. In the labor market, the skills required are multi-

dimensional. Thus, beyond the fundamental skills (reading,

writing and mathematics) workers need high-order cognitive

skills (such as problem-solving), non-cognitive skills (such as

consciousness) and technical skills. Linking these skills to broader

employment, economic growth and development strategies is

therefore essential for combating poverty in a sustainable way.

Therefore, Part II focuses on the state of workforce and skills

development in Southern Africa, with particular attention to

the challenges and opportunities in the education systems,

the stock of skills and labor market dynamics. It also analyses

the financing of education systems and skills development in

relation to the public and private sectors. Policy recommen-

dations are proposed at the end. 

2.1 CHALLENGES AND OPPORTU-
NITIES

Sluggish progress in pre-primary school enrolments

The environment that children are exposed to early in life

PART2WORKFORCE AND SKILLS 

DEVELOPMENT IN SOUTHERN 

AFRICA 

22 WEF- “human capital” means the knowledge and skills people possess that enable them to create value in the global economic system. 
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plays a crucial role in shaping their abilities, behavior and 

talents.23 To a great extent, this is what drives large and 

remarkably persistent gaps in educational achievement 

between individuals in the same country, but in different

socio-economic environments.24

Of the 13 countries in the region, only three have a gross 

enrolment ratio at pre-primary level above 50 percent 

(Mauritius -101; Malawi -81 and São Tomé & Príncipe -51)

(Figure 19). This indicates a low education foundation base,

which negatively impacts on subsequent educational 

levels. Clearly, most of the countries in the region are lagging

behind SDG 4.2: By 2030 ensure that all girls and boys 

have access to quality early childhood development, care 

and pre-primary education so that they are ready for primary 

education.

Significant gains in primary school enrolments but
measures needed to ensure children stay in school

Southern Africa has made significant gains in achieving 

universal primary education access, with over 80 percent of

appropriately aged children enrolled in school, well above the

Sub Saharan Africa (SSA) average of 70 percent.25 This

shows progress towards achievement of SDG 4, target 4.1:

By 2030, ensure that all girls and boys complete free, 

equitable and quality primary and secondary education 

leading to relevant and effective learning outcomes. As stated

in the revised SADC Regional Indicative Strategic Plan 
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Figure 19: Pre-primary gross enrolment ratio, 2013-18

Source: United Nations Development Programme (UNDP), 2019.

23 For example, noting the findings of part of their 2019 report: “A World Ready to Learn: Prioritizing quality early childhood education”, UNICEF’s Executive
Director stated that children lacking in pre-primary education faced increased risks of repeating grades or dropping out of school altogether. 
24 https://ourworldindata.org/financing-education#household-inputs.
25 SSA is being used as a reference point because of the very low levels of education in most of these countries at independence. 
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(2015-2020), Member States have adopted the standard of

nine years of basic education as part of the implementation

of the provisions of the Protocol on Education and Training,

which has contributed to an improvement in access to 

primary education.

Whereas countries in the region have fared well in achieving

100 percent in gross enrolment, save for Zimbabwe, they still

have the challenge of ensuring children stay enrolled. Figure

20 indicates that only four out of the 13 countries had a 

drop-out rate below 10 percent.  

Secondary school enrolments remain a challenge

On average, only 50 percent of children were in lower 

secondary education and 33 percent in upper secondary

education, indicating a sizeable gap in human resource 

development that will impact the region’s opportunities in 

the global market and its economic trajectory. Secondary

school enrolment in the region is still at low levels, with 

only three of the 13 countries in the region attaining more 

than 60 percent enrolment for both females and males 

namely: São Tomé & Príncipe, South Africa and Mauritius 

(Figure 21). 
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Figure 20: Gross enrolment, 2013-18 vs primary school dropout rate, 2007-2017

Source: United Nations Development Programme (UNDP), 2019.

Overall, gender parity in secondary school enrolment
is a challenge in the region. Only four of the 13 countries
had more females in enrolment namely: Angola,
Malawi, São Tomé & Príncipe and Zambia.   
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In terms of gender, of the three countries with more 

than 60 percent enrolment, only São Tomé & Príncipe 

had more females in secondary school (96 percent 

enrolment), while South Africa had gender parity at 88 

percent and Mauritius with more males (86 percent) 

than females. Angola and Mozambique had the lowest 

performance in the region in terms of secondary school 

enrolment. 

The low level of enrolment at secondary school level has been

attributed to high income inequalities in the region (UNDP,

2018). Individuals who are poor and attending school in rural

communities in the region are far less likely to be learning 

critical skills such as reading, writing and mathematics, good

quality education and training. The situation is worse for the

girl child due to gender inequalities rooted in the patriarchal

systems. Thus, the extent and quality of education and 

skills acquired is often determined by the socio-economic 

environment and household characteristics. As the region’s

experience suggests, poverty and inequality are often a 

barrier to education and skills (Part 1). For most countries in

the region, Figure 22 illustrates that the survival rate is high

at secondary school level except for Malawi.  
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Low tertiary level enrolment, low transition rates
from secondary school

The enrolment levels further decrease at the tertiary level,

where no Southern African country has achieved enrolments

above 50 percent (Figure 23), clearly indicating lower 

transition rates from secondary to tertiary education. Better

performers were Mauritius, followed by Botswana and 

South Africa. As in secondary school enrolment (Figure 22),

Angola, São Tomé & Príncipe and Zambia maintained 

higher enrolments in females than males. Though with lower 

performance, Mozambique and Zimbabwe had higher tertiary

school enrolment for females than males. 

In a 2018 report titled “Schooling for Learning in Africa,” the

World Bank (2018a) notes that high-stakes examinations

were a bottleneck for progression. Many countries in the 

region continue to have high-stakes selection examinations

that filter children for the next level of education. In such

contexts, the focus of the teacher is more to “teach to the

test,” which often leads to unnecessary grade repetition. The

report noted that countries that had eliminated examinations

between the primary and lower-secondary levels had shown

significant increases in lower-secondary enrolments and 

improvements in basic education completion.

S o u t h e r n  A f r i c a  E c o n o m i c  O u t l o o k  2 0 2 0

0

20

40

60

80

100

120

Lesotho Madagascar São Tomé South

Secondary school gross enrolment

Figure 22: Secondary school gross enrolment, 2013-18 vs Survival rate to the last grade of lower secondary
general education, 2007-2017

Source: United Nations Development Programme (UNDP), 2019.



50

Educational system needs of Southern Africa

It is important to note that enrolment alone does not 

produce knowledge capital; it must also equip each child

with adequate competencies in literacy, numeracy, and

science, preparing them to be educated and trained beyond

basic education. Deon and Fox (2014) noted that the key

problem with the rapid increases in school participation and

educational attainment is that it has come at the cost of

quality education, contributing to a serious shortfall in the

skills for productive employment. Such skills include basic

and higher-order cognitive skills, behavioral and socio-

emotional skills, technical or vocational skills, and business

skills.

According to data from the Southern and Eastern Consortium for

Monitoring Education Quality (Table 19), while a Grade 6 learner

should fall under Level 7 (concrete problem solving), the data

showed that most learners in Southern Africa who participated

in the survey measured below the required mathematics skill

level. Most of the learners sit in the basic numeracy level and

emergency numeracy level. In terms of reading competencies,

most learners fell in the basic reading and reading for meaning,

far below the expected Level 7 (analytical reading). Thus, the

schooling output in the region is falling below the expected 

international benchmarks. Importantly, schooling that does 

not improve cognitive skills, measured here by comparable 

international tests of mathematics, science and reading has

limited impact on economic outcomes and development.
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Bottlenecks to education systems

The bottlenecks to skill development in Southern Africa 

can be viewed as two-fold. Firstly, the challenges within 

the schooling system mean that the foundational education

base is low. Secondly, the skills system is not performing

well as it is not producing the skill set that is required 

by industry and the economy as it evolves to become 

a knowledge economy (skills mismatch). The two 

broad challenges have resulted into five inter-related 

concerns.

i. Low foundational education base

The World Development Report (2018), noted that education

systems have four key school-level ingredients for learning:

prepared learners; effective teaching; inputs for learning;

and the skilled management and governance that pulls

them all together. The Report noted factors that may hinder

learning namely:

• Children often arrive in school unprepared to learn, 

if they arrive at all. Malnutrition, illness, low parental 
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Table 19: Mathematics and reading competence of Grade 6 Learners, 2015

Levels Mathematics Competence of Grade 6 Learner

Level 1- Pre-Numeracy % 1.5 0.2 3.5 5.1 1.1 8.6 5.4 5.5 13.7 3.6 4.8

Level 2- Emergent Numeracy % 20.9 8.4 38.3 27.7 10.1 51.3 42.3 34.7 53.6 23.0 31.0

Level 3- Basic Numeracy % 34.0 35.7 39.3 41.4 15.5 31.8 34.0 29.0 24.5 30.7 31.6

Level 4- Beginning Numeracy % 27.2 37.0 13.6 20.9 17.9 6.6 12.2 15.4 6.5 22.6 18.0

Level 5- Competent Numeracy % 9.2 12.9 3.4 3.9 12.8 1.3 3.4 7.1 1.5 9.8 6.5

Level 6- Mathematically Skilled  % 6.0 5.4 1.8 0.8 19.7 0.4 2.2 5.9 0.1 6.8 4.9

Level 7- Concrete Problem Solving % 0.9 0.3 0.1 0.3 10.6 0.0 0.5 1.9 0.1 2.5 1.7

Level 8- Abstract Problem Solving % 0.4 0.0 0.0 0.0 12.2 0.0 0.1 0.6 0.0 1.0 1.4

Levels Reading Competence of Grade 6 Learner

Level 1- Pre Reading % 2.9 0.2 4.4 6.7 3.7 9.7 2.8 9.9 15.8 6.0 6.2

Level 2- Emergent Reading % 7.7 1.2 16.8 14.8 7.4 26.9 10.8 17.3 28.3 12.5 14.4

Level 3- Basic Reading % 13.6 5.6 31.3 22.0 10.0 36.7 25.1 21.1 28.6 18.7 21.3

Level 4- Reading for Meaning  % 19.2 20.7 25.5 25.0 12.1 19.9 25.5 14.7 14.9 20.7 19.8

Level 5- Interpretive Reading % 20.7 34.5 11.8 17.9 13.4 4.8 15.9 10.6 6.0 15.0 15.1

Level 6- Inferential Reading  % 16.5 25.7 6.3 10.7 15.7 1.4 10.5 9.6 3.7 11.0 11.1

Level 7- Analytical Reading % 13.7 10.1 3.5 2.7 22.3 0.6 6.8 10.2 2.2 11.7 8.4

Level 8- Critical Reading % 5.8 1.8 0.4 0.3 15.4 0.0 2.5 6.6 0.5 4.5 3.8
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investments, and the harsh environments associated 

with poverty undermine early childhood learning; 

teachers often lack the skills or motivation to be 

effective, yet they are the most important factor 

affecting learning in schools;

• Inputs often fail to reach classrooms or to benefit 

learning when they do. Public discourse often 

equates problems of education quality with input 

gaps. Devoting enough resources to education is 

crucial, and in some countries, resources have not 

kept pace with the rapid jumps in enrolment; and 

• Poor management and governance often undermine

schooling quality. Although effective school leader-

ship does not raise student learning directly, it does 

so indirectly by improving teaching quality and 

ensuring effective use of resources.

ii. Poor linkages between the formal education and

skills systems

Most of the young people leaving the schooling system 

continue to a weak vocational education and training system.

The skills system is not adaptive to the changing environment

and uses old, and dilapidated technologies to train and skill

the young people, resulting in a mismatch between the 

skills of those qualifying and the skills needed by employers. 

iii. Accessibility challenge

One of the key failures of the education and skills system 

is that it has become known for its inaccessibility. The

concentration of training centers in capital cities or main cities

in countries is part of the access challenge. Even when 

access to education and training opportunities is obtained,

dropout rates at education and training institutions and in 

vocational programs remain high and throughout rates and

work placements low. Access is not solely a geographical

issue as key stakeholders find it difficult to have their

concerns addressed. Key industrial strategy role players 

cannot engage with the skills system to achieve alignment

between industrial strategy and skills. Many large employers

have disengaged and those that do engage get frustrated

with the levels of bureaucracy and poor systems that they

have to contend with.

iv. Poverty and inequality undermining education

In many Southern African countries, the extent and quality of

education and skills acquired is often determined by the

socio-economic environment. Pupils/students coming from

poor or disadvantaged families fail to proceed with their 

education or skills development path, hence, poverty and 

inequality are often a barrier. 

v. Impact of HIV and AIDS hindering progress in the

education

A UN-Chronicle article titled “Impact of HIV and AIDS 

on Education and Poverty”26 noted that in Southern Africa,

HIV and AIDS is a disease of poverty as poor people are 

most likely to be infected. It noted that the Southern Africa

region is the worst-affected in Africa. In 2018, South Africa 

accounted for 240,000 new infections, followed by 

Mozambique (150,000), Zambia (48,000), Malawi (38,000)

and Zimbabwe (38,000). 

HIV and AIDS has had a negative impact both on the 

demand and supply of education. HIV and AIDS impacts

the education system by limiting enrolments, the supply of

education and the quality of education. Orphaned children

either drop out of school or are not enrolled at all due to the

financial constraints of their families who are unable to pay

for school fees and uniforms (Box 3). They end up assuming

responsibilities for leading or providing for their siblings and/or

households. At times, children, especially girls, may be 

required to provide care to sick family members or siblings,
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26 www.un.org/en/chronicle/article/impact-hivaids-education-and-poverty.
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thus undermining their right to attain education. Stigma 

experienced by infected and affected children may result 

in fewer children being able to complete their education. 

The UN-Chronicle highlighted that households that have 

experienced an adult death have been found to delay the 

enrolment of younger children in school but try to keep 

older children enrolled. In most countries in the region, 

orphans have had to marry earlier, drop out of school to 

help support the family and take on informal labor schemes.

The reduction in primary school enrolment has a domino 

effect on secondary and post-secondary enrolments as well. 

The impact of HIV and AIDS on school teachers in terms of

mortality, absenteeism, productivity and costs has negatively

affected the quality and availability of education. In some

areas, HIV and AIDS negatively impacts skills development

through the high mortality and morbidity rate, and incapaci-

tation of the skilled workforce. On the employer side, training

and replacement costs are unusually high because of the 

high turnover of workers, as some staff members die, or 

female workers quit jobs in order to take care of their relatives

with AIDS. The impact of HIV and AIDS on education 

demand/supply would be worsened by the emergence of

COVID-19. It is understood that COVID-19 causes more 

fatalities in the older segment of the population. Given that

most of the HIV and AIDS orphans are cared by their grand-

parents, the risk of losing these grandparents is high due 

to COVID-19.

i. Skills sets development requires attention

The labor market in the region is characterized by low levels

of education and skills. Those entering the labor market with

acceptable levels of education are viewed by employers as

not being adequately prepared for the world of work. This 

has been due to the fact that the education and training 

system in the region has been more supply-driven, rather

than demand-driven. Figure 28 illustrates that out of a 

possible score of seven, the majority of the countries in the

region have failed to reach the half-mark in terms of the 

extent of staff training, quality of vocational training (which

feeds the quality of skills in the workforce), the skill set of

graduates, digital skills of people in the country and the ease

of finding skilled employees. All the countries failed to reach

the five-point mark. Not only does this affect the productive

capacity of the countries, but it also has a detrimental 

effect on their competitiveness and ability to attract 

investment.
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Box 3: HIV/AIDS account for 50 percent of school dropouts

SADC is home to three countries (Botswana, Eswatini and Lesotho) with the highest prevalence of HIV and AIDS in the
world. All three have adult prevalence rates higher than 20 percent. Mozambique, Namibia, South Africa, Zambia and
Zimbabwe have prevalence rates ranging from 10 to 19 percent. Only DRC, Madagascar, Mauritius and Seychelles
have HIV prevalence rates that are lower than the global average of 0.8 percent.

HIV and AIDS has been singled out as one of the major factors contributing to children dropping out of school, with 
the pandemic said to account for close to 50 percent of the total number of primary and secondary school dropouts.
Zimbabwe has over 700,000 orphaned and vulnerable children who require various forms of support including 
education.

Outlining the impact of HIV and AIDS on the education sector, the Smart Investment to End HIV AIDS analysis by
the National Aids Council (NAC) points out that children were also leaving school due to HIV.

Source: SADC Gender Protocol 2018 Barometer and https://www.sundaynews.co.zw/hivaids-account-for-50-percent-school-drop-outs/
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ii. Increase in future workforce not being accompanied

by increase in skill-set 

From the ranking of most of the countries in the Southern

Africa region (Figure 24), one can note that a well-educated

and skilled population is a core competitive advantage in an

increasingly globalized world economy. The presence and

utilization of higher overall skill levels across the population

gives a country the ability to produce more efficiently 

higher value products and services and thus compete with

other countries on factors other than the price of labor. This

has seen countries in the region attain low rankings in the

global competitiveness index. The skill-sets held by the

countries in the region not only pose a challenge to their 

current ranking but will affect future rankings too if not 

addressed. By increasing their skill base (relevant and 

demanded skills), the rewards from this competitive economic

advantage will trickle down into the population through 

higher wages and higher tax income that can be spent on

infrastructure as well as community building and welfare 

services. This will also kick-start the virtuous cycle of skills 

development. 

The 2019 WEF-Global Competitiveness Report shows 

that the majority of the countries in Southern Africa are 

experiencing an increase in the workforce (Figure 25). 

Mauritius is expected to have a significantly higher 

increase in the future workforce than all the other 

countries. Three countries were expected to have less 

workforce in the future, namely, Malawi, Zambia and 

Zimbabwe.
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Figure 24: Skill-set of Southern Africa, 2019
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However, while the growth of the workforce is applauded,

there exists a mismatch because the increase in the future

workforce is not being accompanied by an increase in its

skill-set. Only four out of the 13 countries (Botswana, 

Eswatini, Lesotho and Mauritius) have a better prepared skill

base for the future (Figure 26 and Table 20).  
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The failure to get a population educated and skilled has a 

significant impact on a nation’s productivity, meaning that its

people will not have the skills to adapt to new technology or

move to the more productive non-farming sector. This is the

case for most of the Southern African countries. The World

Development Report (WDR) 2018 noted that the problem

went beyond just a lack of trained workers; it also included

the lack of readily trainable workers. Accordingly, many 

workers end up in jobs that require minimal amounts of 

reading or mathematics. Table 21 illustrates the education 

attainment of the labor force in Southern African countries,

using their latest labor force surveys. 

Workers in the region who have attained primary (25.8

percent), and secondary education (48.4 percent). Such 

levels of education are having an impact on the sectors of

employment, hence most of the workers in the region are 

employed in the agricultural sector. 

The Human Capital Index of the World Bank shows which

countries are best at mobilizing the economic and professional

potential of their citizens. The index, which was first published

in October 2018 and ranked 157 countries, measures how

much capital each country loses through lack of education

and health. The Human Capital Index ranges between 0 and

1 (with 1 meaning maximum potential is reached). For the

Southern African countries, the score is low, with only one

country ranking above the 0.5 mark, Mauritius. What is 

troubling about this statistic for Southern Africa is that not

only are the countries in the region below the 0.5 mark, but

their rankings are also very low (Figure 27).

S o u t h e r n  A f r i c a  E c o n o m i c  O u t l o o k  2 0 2 0

Table 21: Educational attainment of the labor force in Southern Africa

Angola 20.1 36.9 19.9 11.9 7.7 - - 3.0 0.4 - -

Botswana 13.8 0.1 20.7 28.8 16.4 1.1 - 8.6 7.2 - 3.3

Eswatini 6.3 0.1 23.5 54.1 0.3 0.6 - 8.4 6.5 - 0.2

Lesotho 13.8 - 55.9 - 26.1 - - 4.5 - - -

Madagascar 21.2 5.2 21.5 32.8 12.1 2.4 3.0 1.8 0.1 -

Malawi 12.5 - 58.2 13.2 12.7 2.0 0.4 0.2 0.5 0.2 -

Mauritius 0.9 0.1 25.2 10.4 33.3 9.6 6.4 10.0 3.3 0.1 0.7

Mozambique 33.2 32.9 14.4 11.4 5.2 0.6 - 0.3 1.8 - 0.3

Namibia 9.8 - 19.5 - 57.1 - - 11.4 - - 2.2

South Africa 1.7 6.1 8.2 33.6 31.6 1.2 2.7 11.9 1.2 1.7 -

Zambia 5.4 0.2 32.2 22.0 27.4 10.6 - 1.9 0.4 - -

Zimbabwe 4.1 - 32.4 50.8 2.6 - - 2.0 - - 8.0

Average 11.0 9.1 25.8 26.9 21.5 3.5 3.1 9.2 2.6 0.5 2.1

Source : International Labour Organisation Statistics (ILOSTAT), 2019.
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In terms of educational projections, all the regional countries

are projected to realize an improvement in the percentage of

the labor force without education except for Madagascar 

between 2015 and 2030 (Figure 28). During the same period,

the percentage of the workforce to have completed primary

education is also expected to improve for most of the 

countries except for Mauritius, Namibia, South Africa and

Zimbabwe. Secondary, the post-secondary and degree-level

population is expected to increase in all the countries. If the

countries maintain the projected positive thrust in promoting

education, this will provide greater opportunities to build

human capital, reinforce skills development and generate a

high-quality labor force, leading to sustainable growth in the

region and better connectivity to the global value chain 

system. This will also enable the region to move towards the

achievement of SDGs.
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Figure 27: Human Capital Index (2018) in Southern Africa

Source: Derived from World Economic Forum, Global Human Capital Report 2018 data.
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Bottlenecks to skills development 

i. Employability - qualifications versus competence

challenge

Employers and investors require employees that are both

competent and qualified. However, in the majority of cases,

potential employees emerging as qualified (either from school,

vocational colleges or universities), are not employable. The

skills system mirrors the education system in prioritizing the

“paper chase” for qualifications. Part of the reason for this is

that incentive systems reward qualifications more than proven

competence. This means that the skills system has to find a

way of ensuring that qualified people also have experience

and proof of competence. Some countries have introduced

“trade testing”28 to try to address the issue.  

ii. Low response rate of the education and skills 

systems - addressing current and future needs

Most of the skills development systems are not responding

to change. Making technology and innovation part of an 

economy’s DNA requires a country to find a balance between

technology integration and human capital investments and

ensure that the skills-development system is proactive rather

than reactionary to the changes that take place in industry

and the world of work. There has been growing automation,

robotics, reprogramming rather than re-tooling, which have

changed skill needs. Also, product lifecycles are much shorter

– so skill needs are proportionately more concentrated in 

research and development, design and programming, and

less in traditional production processes. A major part of this

carefully phased linkage and alignment is the ability to plan

S o u t h e r n  A f r i c a  E c o n o m i c  O u t l o o k  2 0 2 0
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Figure 28: Projection of education levels in the labor force (% change), 2015-2030

Source: Roser and Nagdy (2020).27

27 http://ourworldindata.org/projections-of-future-education.
28 Trade testing is the main avenue through which those with minimum academic qualifications - the semi-skilled and informal apprentices - acquire their skill
certification. Immediately after independence in 1980, Zimbabwe embarked on an extensive trade-testing programme.
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skill requirements years in advance. In the Asian Tigers, 

the operation of the labor market was supplemented by 

government coordination; government actions were used to

influence both the demand and the supply of skills. This 

ensured that changes in the demand for skills could be 

anticipated by changes in supply in order to minimize any 

delays in the adjustment process, thereby avoiding bottle-

necks to economic growth created by acute skill shortages.

Skills demand was influenced through the trade and industry

policy. This was why Singapore was able to successfully 

manage and change the education system and the demand

for skills in tandem with the requirements of each decade, the

developmental model of skill formation.

iii. Perception of TVET needs to be addressed

There is generally low perception among target groups, including

school leavers and parents, about TVET (Technical and 

Vocational Educational Training) programs. TVET careers are

normally considered as an option only if the academic route fails,

mostly on account of a candidate failing to meet competitive

entry scores or as a result of financial problems. This seems

to be not only a regional phenomenon but a global issue,

though vocational education provides the “needed boots” on

the ground to move productive sectors of any economy.

Hence, there is a need to incentivize it to ensure talent flow.

Low educational achievement and limited skills contribute

to difficult transitions into work and limited employment

productivity. Education and skills open pathways into 

productive employment, as schooling is a good predictor

of an individual’s eventual occupation. Deon and Fox 

(2014) noted that most people who never finish primary

school worked in agriculture, those with a primary or lower-

secondary education worked in non-farm household 

enterprises, and those with higher levels of education 

were more likely to enter the modern wage sector. 

Labor productivity can be improved in two ways; (i) within

sectors through technological gains and capital accumulation;

and, (ii) structurally by shifting labor out of less productive 

activities and into more productive activities. Thus, if most of

the people in the region are not going beyond secondary

school, they will be trapped in the agricultural sector and 

national productivity levels will remain stagnant. Table 22 

shows productivity growth rates from 2011 to 2021 (projected). 

Overall, productivity growth rates have been fluctuating in 

the region between 2011 and 2021. In 2019, half of the 

region’s countries experienced a decline in labor productivity,29

namely: Angola, Eswatini, Mozambique, Namibia, Zambia

and Zimbabwe. The same countries were projected to 

continue on negative growth paths in 2020 and 2021, 

except for Mozambique and Zimbabwe (2020). The countries

that experienced labor productivity growth in 2019 were 

Botswana (1.6 percent), Lesotho (0.8 percent), Madagascar

(2.0 percent), Mauritius (3.2 percent), Malawi (1.0 percent)

and South Africa (0.9 percent).

The Southern Africa Economic Outlook 2019 noted that the

decline in the productivity levels in the region were due to; (i)

a disconnect between wages and productivity and skill 

mismatches in the labor market; (ii) industry changes and 

higher productivity of smaller, previously less productive firms;

and (iii) increased worker protection through labor laws and

the rise of bargaining councils. The Outlook also indicated

that skills shortages are among the main barriers to the deve-

lopment of industry in the region, for instance in Mozambique

and South Africa. These factors reduce competition and 

increase the average cost of doing business, making the 

region less competitive compared to Asian economies. Given

the link between productivity and economic growth, countries

in the region have to increase their investments in human 

capital, physical infrastructure and promote innovation. 

S o u t h e r n  A f r i c a  E c o n o m i c  O u t l o o k  2 0 2 0

29 Some of these declines in productivity may be linked to a deterioration in the terms of trade.
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The demand to enhance productivity and the employability

of individuals through the development of work-related 

competences brings the vocational training at the secondary

school level under the umbrella of ‘vocationalization’, together

with general and ‘pre-vocational’ options (ADB, 2013). 

Functional aspects of this training that are relevant to labor

market needs (e.g. technological knowledge, flexibility, better

productivity) become increasingly more important than 

academic qualifications. Employers consider employability

skills to be the most important factor for employing 

graduates. This functional approach to skills development

provides some directions for TVET programs developed at

the upper-secondary level that should mainly be focused on

general/employability skills within the context of specific 

occupations. These skills, referred to as core, employability,

generic, key or life skills/competencies, play a significant role

in ensuring that young people have the necessary qualities

to enter and participate in the workforce productively.

The Fourth Industrial Revolution (4IR) is set to interact with

a wide range of socio-economic and demographic factors

affecting the region, resulting in major disruptions to labor

markets. This will see the establishment and growth of new

occupations, new ways of organizing and coordinating work,

new skills requirements in all jobs and new tools to augment

workers’ capabilities. Thus, the need to ensure that the 

region’s people have the requisite skills to take advantage of

the Fourth Industrial Revolution is key and should be on the

regional agenda.

This changing nature of work calls for new pathways to 

shaping education, skills and jobs for the current and future

workforce. The SADC Analytical Report on Youth Labour

Markets noted that one of the striking features of the 

S o u t h e r n  A f r i c a  E c o n o m i c  O u t l o o k  2 0 2 0

Table 22: Productivity growth rates (%) (all workers), by country, 2011–2021*

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Angola -2.4 4.8 1.3 1.1 -2.7 -6.0 -3.7 -5.6 -4.0 -2.6 -0.9

Botswana -2.4 -2.2 5.5 2.7 -3.4 2.0 0.3 1.7 1.6 2.1 3.4

Eswatini 0.1 2.5 4.2 -0.5 -1.9 0.1 -0.4 -1.6 -1.0 -1.6 -1.4

Lesotho 5.3 4.3 0.1 1.6 1.3 1.9 -3.8 0.0 0.8 -2.1 1.9

Madagascar -3.8 -1.4 -0.3 0.9 1.0 1.0 1.1 2.0 2.0 2.1 2.1

Mozambique 5.1 5.2 5.1 5.3 4.4 0.6 0.5 0.0 -1.5 2.7 0.8

Mauritius 4.4 2.2 0.6 2.6 2.1 3.7 2.5 3.6 3.2 3.4 3.6

Malawi 1.6 -1.4 1.7 2.4 -0.4 -0.8 0.7 0.3 1.0 1.5 1.8

Namibia -1.1 -0.8 1.3 3.9 8.0 3.1 -3.9 -2.9 -2.4 -0.7 0.0

South Africa 1.5 -0.4 -0.8 0.0 -2.4 0.6 -0.7 -0.7 0.9 0.0 0.7

Zambia -0.3 2.0 2.4 1.9 0.2 1.1 0.7 0.1 -1.8 -2.0 -1.9

Zimbabwe 12.8 15.0 0.4 0.7 0.2 -0.8 3.0 4.3 -9.1 0.8 -0.1

Southern Africa 1.2 -0.4 -0.4 0.2 -2.0 0.7 -0.8 -0.7 0.7 0.0 0.8

Source: ILO modelled estimates, November 2019.

*Labor productivity: Average output per worker (GDP constant 2011 international USD in PPP).
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data is the low proportion of graduates in fields related 

to engineering, manufacturing and construction. In the 

broader objectives of industrialization, promoting manufac-

turing, and improving fundamental features of the economy

such as physical and ICT infrastructure, logistics and trans-

portation, and investing in relevant skills development, is

crucial.

Table 23 indicates that, overall, in Southern Africa, most 

graduates were in the areas of business and law, education

and social sciences. There were very few graduates in the

natural sciences, mathematics, statistics, ICTs, engineering,

manufacturing and construction. This clearly indicates

Africa’s failure over the years to rebalance its education 

system from the humanities and social sciences towards

science, technology, engineering, mathematics (STEM)-related

degrees and courses, which is critical to fostering industrial

and economic transformation characterized by a larger 

share of manufactured exports. In fact, the failure to 

rebalance the skill set comes in the wake of several years of

subsidized public education. It is no wonder graduates face

high unemployment rates while their countries continue to

subcontract and spend huge resources to hire competent

STEM workers from outside Africa to build and maintain 

their own infrastructures or develop new industries. 

Countries such as Mozambique, Eswatini, Lesotho and 

Angola have a particularly low proportion of graduates 

qualifying in the natural sciences, mathematics and statistics.

It is imperative that Southern Africa increases the stock of

graduates in STEM- and ICT-related fields in order to keep

up with the new wave of digital and technological change 

that is being experienced across various developed and 

developing countries (Box 4). The World Economic Forum’s

Future of Jobs analysis found that, in South Africa alone, 

39 percent of core skills required across all occupations will

be different by 2020 compared to what was needed to 

perform those roles in 2015. 
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Box 4: Zimbabwe case on STEM

In 2006, the Zimbabwean government embarked on a nationwide STEM scholarship programme aimed at addressing
the country’s skills deficiencies in the science and technology sector. The government paid USD800,000 for 3,404 
‘A’ level students who had enrolled to study science subjects in various government and mission schools across the
country. However, the programme could not be sustained. 

Source: Newsday, Monday, March 14, 2016.
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While the Fourth Industrial Revolution may be disruptive to

many occupations, it is also projected to create a wide range

of new jobs in fields such as STEM, data analysis, computer

science and engineering. There will be strong demand for

professionals who can blend digital and STEM skills with 

traditional subject expertise, such as digital-mechanical 

engineers and business operations data analysts, who combine

deep knowledge of their industry with the latest analytical

tools to quickly adapt business strategies. There will also be

more demand for user interface experts, who can facilitate

seamless human-machine interaction.

The Future of Jobs and Skills in Africa Report (2017) also high-

lighted that regional ICT studies showed that digital knowledge

is a significant limiting factor for those currently offline, and even

among internet users the capacity to use digital tools beyond

basic functions such as word-processing and internet 

browsing was limited. Most ICT policies in countries such as

Lesotho still favor supply-side interventions (infrastructure and

regulation) when the lack of demand-side skills to use ICTs

was equally if not more serious. Improved STEM skills will be

important in allowing people to perform the new roles and

tasks that will arise out of artificial intelligence (AI) and 

robotics, but soft skills like creativity and empathy will also 

be important in making people adaptable and employable

throughout their working lives. Creative solutions will address

the bottom of the educational pyramid, repurposing trade and

technical schools to equip young people for success. 

The Future of Jobs and Skills in Africa Report noted that 

Sub-Saharan Africa stands at a crossroads regarding its 

future development path:
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Table 23: Tertiary graduates by field of study (% of graduates), latest data available

Country

Angola 33.1 1.0 13.2 28.5 2.7 4.7 4.6 0.6 11.0 0.5

Botswana 37.4 20.5 19.1 6.2 6.7 1.8 5.1 - 2.9 -

Eswatini 41.7 6.1 4.9 31.3 2.4 - 1.7 6.4 5.6 -

Lesotho 38.1 4.8 6.4 22.9 1.3 2.3 8.0 2.4 9.9 3.8

Madagascar 2.0 7.9 8.0 48.5 9.2 6.6 7.6 1.7 7.0 1.7

Mozambique 27.3 4.5 10.6 34.5 1.1 2.3 5.6 5.5 5.4 3.1

Namibia 14.6 2.3 3.8 49.9 4.6 4.4 4.0 1.9 9.4 5.1

South Africa 19.4 4.9 14.6 33.2 7.1 3.1 8.3 2.1 6.7 0.7

Zimbabwe 10.0 7.2 14.7 26.9 3.5 8.4 18.3 3.3 2.8 1.4

Brazil 20.3 3.2 4.7 33.5 2.8 2.9 12.0 2.6 14.7 3.3

Chile 15.0 3.3 4.0 24.0 1.3 2.9 16.3 1.7 21.7 9.7

India 7.2 6.0 30.8 19.0 15.4 5.1 12.1 0.8 3.3 0.3

Mexico 13.8 3.6 9.2 35.2 2.7 1.5 21.3 1.8 9.7 1.3

Turkey 10.4 10.9 7.3 38.3 4.4 2.3 13.5 2.6 6.5 3.8

Source: UNESCO Education Statistics, 2019.
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(i) With a range of opportunities to invest in its skills 

base, leveraging existing strengths to increase local 

value-added across a broad range of industries;

(ii) Investment in specialist skills and local talent in the 

building and construction trades due to rapid 

urbanization and a continent-wide need for infra-

structure development is one obvious example;

(iii) Additional demand for specialist skills and local 

talent in consumer industries such as agriculture, 

food and beverages, home and personal care, 

apparel and transport and automotive, expanding 

rapidly due to the region’s growing population, is 

another; and, 

(iv) Develop new business models based on these 

technologies, such as mobile payments systems, 

the use of drones for last mile delivery in transportation 

and logistics and the development of a wide range 

of digital applications tailored to Africa’s continued 

importance and unique strengths in agriculture point 

to the growth of these new aspects in the region’s 

economy.

Technology is generating labor market transformation 

There are three channels through which new technology 

may have an impact on the labor market of Sothern African

countries: 

(i) Automation and Robotization – Automation and 

robotization bring about labor market disruptions. 

From a purely technological standpoint, about 

two-thirds of jobs are susceptible to automation in 

developing countries over the following decades 

(World Bank, 2016b). Repetitive jobs such as 

numerical clerks or secretaries, cleaners, drivers, 

tailors, financial professionals and users of digital 

technologies can be easily automated. For occupations

that use little technology, some will be difficult to 

automate, such as hairdressers, street and related 

service workers, hotel and restaurant managers.

In addition, automation and artificial intelligence will also play

an important role in the agricultural sector, where a significant

working population in the region is employed. The introduction

of “smart farming” may negatively affect demand for workers.

For instance, unmanned agricultural drones and satellites with

integrated monitoring systems, self-driving farm equipment,

and robot pickers for fruits and vegetables are expected to

reduce the need for human work.

Low levels of education and large numbers of workers with

limited skills in the region may mean that it may not yet be

cost-effective for regional businesses to invest in digital 

technology, thereby creating a barrier for automation within

Southern Africa. 

(ii) Connectivity – Connectivity brings both positive 

and negative implications for the region. On the 

positive side, the region may well be able to mitigate 

the adverse effects from the potential reshoring of 

production by increasing trade in services. On the 

downside, if the rate of global connectivity spread 

is faster than the rate automation in Southern Africa, 

this may have negative implications for the region’s 

industrialization. Already other regions have automated

and have improved their productivity in global value 

chains, giving them a comparative advantage in the 

market. Hence, connectivity provides a channel for 

them to sell their goods in the Southern African 

market, meaning countries in the region may never 

experience the mass industrialization envisaged 

through the RISDP.  

On the other hand, if robust global connections arrive

too slowly in Southern Africa, then industrialization 

may no longer be a plausible path to job creation. 

This threat strengthens the case for investing in 

human capital development especially in STEM 

subjects and transportation infrastructure. 

(iii) Innovation – Innovation has both positive and 

negative effects on the labor market. On the plus 

side, innovation creates jobs in “new” sectors by 

creating demand for new goods and services. For 

instance, in the financial services sector, rapid adoption

of mobile payments in the region except for Angola 
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has led to closures or downsizing of bank branches. 

On the other hand, the number of mobile financial 

services agents has increased, indicating a positive 

net effect on jobs driven by technology.

Overall, the degree to which Southern Africa countries will be

able to take advantage of and benefit from these channels

remains a challenge, especially given the context of the 

region’s informalized economies. The World Bank Report of

2019 titled “The Changing Nature of Work” underscored that

irrespective of technological progress, persistent informality

continues to pose the greatest challenge for emerging 

economies. Given that informal employment is as high as 70

percent in some of the Southern African countries, technology

may prevent some of them from industrializing in a manner

that moves workers to the formal sector.

2.2 FINANCING SKILLSDEVELOPMENT

The obligation to provide equitable and quality education is

in most countries enshrined in national legislation, as education

is a fundamental right. Not only is education a right, but its

many potential benefits for both individuals and societies

make it a strong candidate for public support. The rationale

behind government support of education include:

• A concern for fairness induces countries to subsidize 

education for children and youth from the poorest 

households because their families may be unable 

or unwilling to finance their education;

• The fact that education has positive spill-overs for 

other, such as when it reduces the propensity to 

commit crime; and,

• The need to use education to create shared values; 

delivering education directly, or at least financing it, 

gives leverage to ensure this happens. 

The WDR (2018) noted that there was a weak link in the

spending-learning chain. This weak link is due to five key 

reasons, namely, (a) spending is not allocated equitably; (b)

funds do not reach schools or are not used for their intended 

purposes; (c) public spending can substitute for private 

spending; (d) decisions on the use of public funding are not

coherently aligned with learning; and, (e) government 

agencies lack the capacity to use funding effectively. Despite

these challenges, public financing of education has often 

increased student enrolment and retention. In countries that

have managed to address some of these challenges, there

has been a significant positive correlation that has seen an 

increase in public expenditure leading to an increase in 

learning and the quality of learning (Lesotho is an example). 

The Dakar Declaration calls on governments to spend 

at least 20 percent of their total expenditure on education.

However, only four countries in the region (Botswana, 

Lesotho, Namibia and Zimbabwe) are spending more than

20 percent of the budget on education. Table 24 illustrates

Southern African countries expenditure on education. For

most, if not all the Southern African countries, basic and

upper education is publicly funded, except for privately-run

schools. This means that the provision of education and 

the foundation of skills development is largely the responsi-

bility of governments. Clearly, governments in the region 

are failing to reach the desired threshold with regards to 

allocating funds to education. Analysis into the appropriation

of education budgets reveals that most of the funds go 

to current expenditure and employment costs, leaving 

very little for the provision of education and teaching 

materials. 
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Public financing has become a commonly used mechanism 

in many countries to provide schools with the resources 

needed to support school improvement. As more children stay

in school longer and learn, there will be a need for more public

financing for education. An injection of financing, either from

domestic or international sources, can help countries escape

the low-learning trap, if they are willing to take the right steps.

Household spending can also affect the link between public

spending and outcomes. It has been noted that household

spending on education can alter the picture of overall spending

across countries. Households tend toreact to increases in 

public education spending by lowering their own contri-

butions or vice versa. For example, the introduction of school

grants in Zambia was noted as having no effect on learning

because parents reduced their own financial support in 

anticipation of increased government funding. This means

that the decisions on how to use public resources should 

always have a coherent alignment with learning and should

consider the most effective and efficient use of funds.

To achieve the educational goals, the Education Commission

estimated that low- and middle-income countries will 

have to increase spending on education by 117 percent

between 2015 and 2030 to enable most children to 

complete primary and secondary education with minimum

levels of learning, as the Sustainable Development Goals

call for. The key will be to use those additional resources in

ways that improve learning, especially for disadvantaged

children. It is also important to ensure that the mix of inputs

and interventions that are funded work well together, and 

to note that improving coherence is not just about the 

mix of inputs, but also about the systems that manage

them. 

Sources of public financing for skills development

Most funding for skills development in Southern Africa is 

generated through government subsidies, employer fees,

student fees, donations and income generation activities 

by the providers. Of these sources, government subsidies
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Table 24: Government expenditure on education

% of GDP % of 
government
spending

% on 
primary 
spending

% on 
secondary 
spending

% on 
tertiary 
spending

Angola 3 9 31 42 9

Botswana 1 20 18 33 42

Eswatini 7 17 51 34 13

Lesotho 11 25 36 21 36

Madagascar 2 14 47 19 15

Malawi 6 22 44 28 24

Mauritius 5 19 21 64 7

Mozambique 6 19 21 64 7

Namibia 8 26 50 24 23

South Africa 6 19 39 31 12

Zambia 1 6 56 27 11

Zimbabwe 8 30 48 27 17

Source: SADC Gender Barometer, 2018.
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constitute the main contribution, followed by student fees.

The remaining contributions represent minimal funding

streams for skills development. All formal public provision of

TVET is funded by government through budget allocations to

ministries.

There are different sources of funds for TVET within public 

finance. These include: 

a. Government funding - depending on the year’s 

revenue plan, public TVET institutions receive 

budget allocations which cover employment and 

operational costs, as well as funding for capital 

development projects. State-assisted TVET 

providers benefit from funding for employment 

costs, while private TVET institutions do not receive 

public funding.

b. Skill Development Levy - a skills levy based on a 

percentage tax of employer payroll has been 

introduced in many Southern African countries. 

These levies provide a significant funding base for 

TVET. Employers pay levies based on payroll of:

• 0.5 percent in Mauritius and Zambia; and,

• 1.0 percent in Malawi, Namibia, South 

Africa and Zimbabwe. 

In Botswana the levy paid is set at 0.20-0.250.25 percent

turnover. There are no levies in São Tomé & Príncipe and 

Eswatini. In Eswatini, employers rejected the introduction 

of the skills development levy. Skills levies are primarily 

targeted at private companies, although in the case of 

South Africa, the levy has been extended to state-owned

enterprise employers. 

The expectation that levy income would complement 

existing government financing, thus providing an additional

source of funding, has not been realized always in practice,

and levy income has in some cases displaced government

allocations for training. There are also notable cases where

the training levies are absorbed into general government 

revenues or specific non-training projects, rather than being

used for the financing of public training (Box 5).

c. Income-generating activities - more and more 

TVET institution are establishing income generation 

activities. These activities are run internally by 

the TVET institutions and can comprise different 

types of projects, saving schemes, investments, 

money received from services rendered, money 

from students/employers for accommodation or 

other services provided by the public college and 

funds from other sources.

d. Grants and direct payments - some of the TVET 

institutions in the region get funding from donor/

development agencies through grants or materials 

for training. Organizations such as the European 

Union, UNESCO, ILO, the World Bank and the 

African Development Bank have also been active 

in providing technical assistance, though these 

represent far smaller sources of funding. Such 

funding has the following risks, that they come 

with: (i) sustainability- it should be noted that donor 

funding will not be longer term; and (ii) some donor 

countries may see the need to export their own 

national training system to an aid-recipient country, 

which might not be appropriate, given possible 

differences in cultural norms, institutional settings 

and organizational capabilities.
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The private sector also has a significant role to play in the 

financing of skills development. Funding for skills development

from private resources can come in the form of student fees,

enterprise financing, private training provision by institutions

- faith-based and NGOs, and through the sale of goods and

services.   

i. Student fees - Students pay their fees (tuition, 

examination fees, etc.) directly to the institution. 

Income generated through student fees is 

administered either under the education ministry or 

the institution itself.  The student fees’ contribution 

to overall provider revenue varies considerably 

between and within countries, and according to 

the type of provider.

ii. Enterprise/Industry - Funding for TVET from 

formal sector private enterprises and industry 

can take several forms, including: private company 

contributions to formal institution-based TVET 

provision (either in cash or in-kind); private 

sector-funded training funds; and, training financed 

by companies for their own staff (either in-house or 

outsourced). Some industries have created or 

adopted training institutions that feed into their 
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Box 5: Payroll Levies - Advantages and Limitations

Advantages 

• Diversifies the revenue base for financing training, by mobilizing additional revenues;

• Can provide a stable and protected source of funding for national training provision; this is particularly important in 

the context of national budgetary instability;

• Can be viewed as “benefit taxation” if earmarked for training; and, 

• Can serve as a vehicle for cross-subsidization of training, especially from the formal to the informal sector, when 

collected from formal sector employees.

Limitations

• Given their particular training needs, many firms, particularly small ones, do not benefit from the institutional training 

funded by levies. This breeds resentment, opposition and compromises the status of training levies as “benefit 

taxation”;

• Earmarked taxation does not conform well with the principles of sound public finance and weakens attempts to 

unify the national tax system; 

• Under fiscal pressure, governments may incorporate training levy proceeds into general public tax revenues; 

• Levy proceeds may be diverted to non-training uses;  

• Payroll levies may constitute an over-sheltered source of funding, leading to unspent surpluses, inefficiencies and 

top-heavy bureaucracies; 

• Payroll levies raise the cost of labor to the employer, possibly discouraging employment; and,

• Employers may shift the incidence of the levy onto workers in the form of lowered wages; in this case, workers 

would bear the burden of the tax.

Source: Ziderman, 2016.
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industries, for example, in the hospitality, mining and 

forestry industries.

iii. Private Sector-Funded Training Funds - A 

growing trend in East Asian and Pacific countries. 

The training funds are resourced through an 

enterprise levy. 

iv. Firm-financed Training for Employees - Formal 

enterprises also represent an important component 

of supply in training markets and directly finance 

training activities, including through enterprise-based

training (in-house professional development, 

apprenticeships), or paying the fees of external 

providers.

v. Faith-based and NGO Donations - Direct funding 

from churches, mosques, other faith-based 

organizations and NGOs appears to be a relatively 

insignificant source of funding for the majority of 

TVET providers. In some countries, however, not 

only do faith-based organizations make donations 

to or fund TVET providers, they have created 

their own institutions to be TVET providers. Most 

non-formal TVET (e.g. traditional apprenticeships) 

is provided through faith-based organizations 

and community-based organizations. Faith- and 

community-based non-formal TVET provision is 

typically focused on survival skills for vulnerable 

sectors of society and has a significant presence 

in rural areas. Learner fees are often well below the 

cost of training, and the subsidy is usually provided 

by the owners of the training institution.

There has been a significant growth in the establishment of

multiple stakeholder engagements, including governments,

the private sector and training providers. Public-Private 

Partnerships (PPPs) have been increasingly implemented to

actively involve the private sector in developing solutions to

modern workforce challenges, including those posed by skill

and labor shortages.

PPPs are both collaborative and contractual in nature; 

governments and private entities usually cooperate to share

responsibility for the development and implementation of 

training systems. Through such partnerships, groups targeting

skill and labor shortages undertake a range of activities such

as sharing labor market information between the public and

private sectors, involving the private sector in discussions 

on training and in the development of appropriate training 

measures, and providing state funding for new or innovative

training projects. 

Provision of education and skills development is expensive,

and governments are obliged to fund and/or explore 

different sources of funding. If funding is in short supply, it

is likely to create a mismatch between the training that the

students receive and the needs of industry. Without the 

necessary funding, it is impossible to sustain quality training,

invest in new projects in order to better respond to the

needs of industry and to pay competitive salaries to attract

suitably qualified teaching staff. For the public sector, the

conventional financing framework has become inadequate

to meet society’s skills development needs. This has also

seen public training provision remaining supply-driven. It has

not been subjected to the discipline of competition with

other training providers; nor are guidance mechanisms 

in place to match the skills supplied by public training 

institutions with the skill needs of the market. And the system

is fragmented; private training institutions do not operate 

within the same financing framework as public sector training

providers.

A report by UNESCO (2018) indicated that the challenge that

policymakers need to confront is the under-provision of adult

learning as a result of market failure or credit constraints. It is

in this context that public sector intervention is required to

ensure that the necessary amount of life-long learning takes

place. This has resulted in the introduction of training levies

as a fiscal instrument important for all countries, regardless

of the degree of development of their economy. Despite 
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the potential of training levies to contribute towards skills 

development, they also cause distortions. Levies could raise

the cost of employing people, leading employers to either

reduce the number of workers they employ or compensate

for the additional cost by paying lower wages. The report 

also highlights how unequal access to training schemes

‘breeds resentment’ and how this compromises the principle

of ‘benefit taxation’ (UNESCO, 2018).

In addition, many developing countries with weak organi-

zational infrastructure find that the costs reach excessive 

levels. Moreover, large and inefficient bureaucratic systems

mean that companies that try to access the funds also incur 

unbudgeted expenses, even if they are opportunity costs 

rather than direct costs. Policymakers should also bear in

mind administration costs, which - if large - could dampen

the efficiency of a scheme. 

This has seen the evolution of new trends that have conside-

red the ongoing technological changes, structural adjustment

policies, new and changing patterns of trade and competition

and globalization, creating new financing frameworks that

provide much needed flexibility and responsive training 

systems. With firms under-training in transferable skills, both

in terms of the amount of training provided and its quality, the

consequent shortages of skilled workers in the formal sector

have had an impact on productivity growth, competitiveness

and industrial development. 

The diversification in funding is achieved mainly by involving

enterprises, individuals and other innovative sources of 

funding, and through PPPs. The  The system works through

interaction between public institutions, which contribute to 

financing the school-based element of the training, and the

enterprises that contribute to financing the company-based

component. The result of the diversification of financing 

for skills development produces a more demand-driven 

outcome, where all the players come together, and a more 

integrated framework is achieved. The policy objective of 

training finance is to encourage and facilitate the trans-

formation of fragmented, inefficient training systems (with 

underfunded, supply-driven public provision) into an integrated

competitive, demand-oriented training system.

2.3 CONCLUSION AND POLICY 
RECOMMENDATIONS 

Considering the state of skills development in Southern

Africa, a lot of work must be undertaken to ensure that the

region can leverage its human capital. The following recom-

mendations are set to align the region with the required skill

needs and the future of work.

a. Universal primary education 

It is necessary for the region to ensure that primary education

becomes universal, compulsory and free. Whereas the region

has made great strides to ensure that there is greater enrolment

at the primary level, the number of children that are out 

of primary school is still significant. The abolition of fees for

primary schools has a significant impact on the enrolment of

children at school. Countries in the region that have abolished

primary school fees have realized a significant impact within

the first year of doing so. For instance, Malawi registered 

a 51 percent increase in total primary enrolment and 

Mozambique, a 12 percent increase in total primary enrolment.

Implementing universal primary education will have a posi-

tive domino impact on the rest of the upper educational le-

vels.

b. Strengthening children’s ability to learn with 
well-designed interventions 

Effective early childhood interventions can significantly 

improve poor children’s ability to learn. Governments do not

invest enough in young children; in Sub-Saharan Africa, on

average just 2.0 percent of the education budget goes to 

pre-primary education. Insufficient understanding of the high

payoffs to early interventions, budget constraints, and the

challenges of delivering wide-ranging early childhood inter-

ventions - health, nutrition, early learning -result in low public

investment in young children in most regions (WDR, 2018).

Considering the role of early education in inculcating values,

there is a need to strengthen education and training provision

at all levels to ensure relevance, efficiency, effectiveness 

and sustainability through active stakeholder participation 

(parents, students, providers, the private sector, government
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and international cooperating partners). Key values and skills

such as work ethics, productivity, entrepreneurship and other

life-long skills should be integrated into the curriculum at all

levels and infrastructure on Information and Communications

Technologies (ICTs) should be spread equitably across 

the country with adequate learning materials to facilitate the

evolution to an e-economy.

c. Better Teacher Management and Support

Southern African countries need an overhaul of policies 

and programs related to teacher recruitment, preparation, 

deployment, attendance, and professional support from the

early grades to lower-secondary education. Among other 

measures, the requirements of implementing the language-

of-instruction policies must be integrated into teacher planning

and management. A steadfast focus on learning requires that

they align all policies and institutions to this goal, which in 

turn requires specialized technical capacity as well as the “soft”

capacities to lead, coordinate, and change course as required.

d. Providing robust and respected technical and 
vocational education and training (TVET) 

The World Development Report (2018) noted that across 

Sub-Saharan Africa, countries have not fully leveraged the 

opportunities offered by TVET, with formal enrolment standing

at only 6.0 percent of total secondary and post-secondary 

enrolment across the region. In parallel to improving the job-

relevance of formal TVET instruction, support should also be

given to upgrading Africa’s more widespread practice of offering

informal apprenticeships. However, the latter may often present

fewer opportunities to update curricula with new practices

through strategic corporate initiatives and a balance must be

found between formal and informal approaches.

e. Ensuring the ‘future-readiness’ of curricula 

As noted by the SADC Secretariat, for industrialization to 

become a reality, investment in human capital must aim not

just to develop the skills needed today, but also to start 

building the skills needed to successfully leverage the 

technological advances of tomorrow. To develop this pipeline

of future skills, Southern African countries should begin by

encouraging critical thinking, creativity, cognitive flexibility and

emotional intelligence, as opposed to rote learning, to match

the way people will increasingly work and collaborate in 

the Fourth Industrial Revolution. Thus, the region should be

updating the quality of science, technology, engineering and

mathematics education at the secondary level and through

technical and vocational and tertiary education to develop 

a workforce capable of competing in technology-driven 

economies. The curricula should cover all levels of education

and ensure that skills development is embedded at every

stage.

f. Investing in digital fluency and ICT literacy skills 

Developing and implementing ‘future-proof’ basic and 

vocational curricula includes digital fluency and ICT literacy

skills, which it is important to highlight as a particularly 

high-value investment for the future. Emerging jobs around

the world and across all skill levels are becoming more 

intensive in their use of digital technologies, including in 

Southern Africa.

g. Closing Africa’s data gap to close its skills gap

Reliable and timely data on the structure of employment and

skills in Southern Africa is difficult to obtain. There is scarce

information on the number of existing jobs, of newly created

jobs, and of unfilled vacancies in specific sectors, undermining

efforts to systematically assess and develop the continent’s

skills base. Given that the region has already established 

an Education Management Information Systems (EMIS)

Committee, this should conduct annual EMIS assessments

of all member states. Initiatives aimed at closing skills gaps

can only be effective when there are no data gaps. 

h. Leveraging on the opportunities presented by 
the 4IR

Clearly, the Fourth Industrial Revolution (4IR) presents 

significant opportunities as well as challenges for Africa in the

labor market and beyond. The key issue for policymakers is

how to position their economies to benefit from the 4IR while
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managing the challenges that it presents. Below are three

strategies that leaders should prioritize:

• Fixing the labor-skills mismatch - In most cases 

the 4IR is seen as having the capacity to remove/

displace/replace low-skilled workers (who are the 

majority in the region) with higher-skilled workers. 

Hence many governments are reluctant to support 

technologies that threaten existing jobs. This 

approach will however constrain their capacity to 

leverage the opportunities presented by 4IR. 

Southern African governments must therefore 

invest in education and reskilling programs to 

ensure that technology supplements, rather than 

replaces labor.

• Enhancing agile governance for secure, effective 

management of the 4IR and integration into global

value chains - As innovation is at the heart of 

the 4IR, reinforcing state and institutional capacity 

to drive and support innovation and create an 

enabling business environment is essential for 

success. A major regulatory challenge involves 

increasing cybersecurity. Most Southern African 

countries lack a comprehensive legal framework 

and institutional capacity to address cybercrime, 

only a few have developed such policies or are in 

the process of doing so. Adopting widely accepted 

and appropriate norms and regulations, such as 

these, is a first step to increasing cybersecurity.

• Investment in ICT infrastructure - Access to 

advanced technology in Africa is constrained by

infrastructure bottlenecks such as lack of electricity 

and low telephone density, internet density and 

broadband penetration. As a result, mobile phone 

and internet use remains low. Other technological 

bottlenecks include a lack of standardized application 

programming interfaces and common data languages

for the increased integration of largely self-sufficient 

systems as well as exposure to the dangers of 

cyberattacks. Accelerating the physical connectivity 

of fiber-optic networks as well as the interoperability 

of virtual platforms is critical not only for upgrading 

technology on the continent, but also for reaching 

and lowering unit costs for the underserved. (see, 

Foresight Africa 2020 Report).

i. Establishment of Centers of Excellence, Innovation
and Industrial Parks

This initiative enables important concrete development at 

varying levels of impact, and utility of each STEM disciplinary

enterprise (be it physics, computer science, engineering, 

renewable energy, among others).

The role of centers of excellence in education and skills 

development - The SADC Protocol on Science, Technology

and Innovation defines a center of excellence as an 

“institution which has demonstrated a high quality of 

research and development capability in a specific science,

technology and innovation field.” To implement the SADC

Industrialization Strategy and Roadmap (2016-2063), the

SADC Secretariat has begun the process of identifying 

regional industrial centers of excellence and centers of 

specialization that will be tasked with spearheading the 

development of skills and capacity. This is in line with the

recognition that education and skills development are 

important in facilitating industrial growth and improving 

the competitiveness of the region in the global economy. 

Investment in education and skills development as well as

in science, technology and innovation is one of the broad

strategic objectives of the Southern Africa regional integra-

tion and cooperation agenda. The SADC Industrialization

Strategy and Roadmap recognizes the importance of 

technological and economic transformation of the region

through industrialization, modernization, skills development,

science and technology, financial strengthening and deeper

regional integration.

The major constraint to the establishment of the centers in 

the region has been the lack of professionally and technically

qualified personnel, as well as a weak scientific and technolo-

gical base to advance the industrialization agenda. To address

this, the SADC Secretariat has been conducting scoping and

mapping exercises to identify and recommend potential centers
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in the region. With the pace at which developments are 

changing, the establishment of centers of excellence becomes

key for Southern Africa to ensure that it is not left behind and

does not have a digital divide with other regions. The evolution

of technology is fast-paced and unstoppable, and the region

has to be ready for it and be ahead of the curve.

j. Improving the contraction and payments system

There is a need to improve the level of transparency and 

accountability in the collection and allocation of funds and 

resources. An effective training fund should be characterized

by (i) transparent rules for allocation; (ii) good governance 

including employers and worker representatives; (iii) sound

management, effective targeting instruments, regular moni-

toring and evaluation of training results; and, (iv) attention to

fiscal sustainability.

k. A new world for policy and practice after 
COVID-19

While the full impacts of COVID-19 will only become clear

after the pandemic, what we do know now is that Africa

needs to change the way society is current organized in 

the face of anticipated global economic recession, reduced

domestic activity and the need to address associated

socio-economic and health challenges. The requisite reforms

range from changing nature of work and employment

as businesses adjust to ongoing efforts to combat the

spread of the pandemic to ensuring social inequality and

protection issues are addressed. It means revisiting the 

social contract and redefining the way technology is deployed

in society from delivering health to education and food 

security as well as revisiting how development cooperation

is practiced. 
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ANNEXES

Annex 1: COVID 19 Macroeconomic Impact Forecasts: Common Assumptions 

Baseline scenario 2019 2020 2021 Worst-case scenario 2019 2020 2021

USD per EURO 1.1216 1.1150 1.1260 USD per EURO 1.1216 1.1130 1.1220

Inflation Inflation

Euro Zone annual % 1.3% 0.3% 1.0% Euro Zone annual % 1.3% 0.2% 0.8%

Other annual % 1.6% 0.6% 1.7% Other annual % 1.6% 0.5% 1.5%

Real domestic demand Real domestic demand

Euro Zone annual % 1.4% -3.8% 0.3% Euro Zone annual % 1.4% -7.8% 0.5%

Other annual % 2.4% -3.9% 0.5% Other annual % 2.4% -7.9% 0.7%

Commodity prices Commodity prices

Oil USD/bbl $/bbl 61.4 35.0 40.2 Oil USD/bbl $/bbl 61.4 20.0 25.2
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