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I. SUMMARY AND CONCUSIONS

A. Country Overview

The Kingdan of Swaziland was created ii the late 1700's underthe leadership of Chief Ngwane II. In 1903, the territory became a
British protectorate and was administered by Swazi rulers and the
British High Commissioner for South Africa until achieving full inde-
pendence in 1968. The Kingdom is now ruled by the world's longest
reigning monarch, King Sohuza II, who has ruled since 1921.

The country is a small landlocked nation surrounded on three
sides by the Republic of South Africa (RSA) and on the remaining side
by the People's Republic of Mozambique. Although the second snallest
country in Africa, its four varied geographic regions ranging fran
savannah-type areas to temperate highlands have permitted the develop-
ment of a prosperous and diverse agricultural sector.

The 1976 census estimates the total population at about
518,000 including 25,000 absentees working in the RSA. With an es-
timated de facto population growth rate of 2.8 percent, the population
is expected to double in 25 years. Eighty-four percent of the popu-lation resides in rural areas where they derive a living primarily
fran agriculture. The rate of internal rural-urban migration is high
and the urban population has grown 6 percent per annum or twice as
fast as the rural populace over the past 10 years.

Swazi social and political values have been characterized asconervative and the Swazi people are usually viewed as extremely
traditional. At the same time, though, Swaziland is a nation i 1transition attempting to reap the benefits of modern develorinent
while trying to preserve treasured traditions of the past. As in other
developing nations, these objectives sometimes conflict and the
development process can be slow. However, the process continues and
progress is indeed being made as is evidenced below.

Swaziland's economy is agriculturally-based, export-oriented,
reasonably well diversified, sharply dualistic, and has close eco-
namic relations with the RSA and Mozambique.

The evolution of Swaziland's highly dualistic econamy dates
back to the turn of the century when European settlrs and prospectors
were granted large land concessions for farming, mining and commerce.
Concessions were made to the effect that even today over 40 percent
of the land is owned by non-Swazis. The remainder, Swazi Nation Land,
is occcupied mainly by Swazi subsistence farmers.

Modern sector development in Swaziland accelerated when the
mining of asbestos began in 1939, and continued with iron ore pro-
duction, and the establishment of large plantantions of forestry,
sugar, citrus and pineapples on foreign-owned land. The development
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of modern agriculture was accompanied by related processing industries
of sugar, woodpulp and fruit canning. The establishment and expansion
of foreign enterprises took place in an environment in which the
Government played only a minor role in directing national economic
development.

Since independence the nation has prospered. In recent years,
gross national product (GNP) is estimated to have grown at an average
annual rate of about 7 percent in real terms and per capital GNP was
estimated at approximately US$450 in 1976/77. However, the benefits
of growth are still not equally distributed, and it is estimated that
cash incomes for homesteads in the traditional sector are only about
US$745 per annum compared to US$2,100 in the urban sector. On a per
capita basis, these would be about US$100 and US$700 respectively.

B. Description of the Poor

Basically, the poor in Swaziland can be divided into two groups:
the rural poor engaged in subsistence agriculture on Swazi Nation Land
and the urban poor living in squatter settlements on the odges of
Swaziland's urban areas. The rural poor represent over 350,000 people
or more than two--thirds of Swaziland's total population. The urban
poor comprise 53 percent of the homesteads in the urban areas.

C. Development Constraints

Though Swaziland is well endowed with natural resources and
has good development potential, it also faces a number of major con-
straints that can limit its success towards realizing this potential.
Foremost among these are the following:

1. Weak National Development Planning

Lack of macro-economic, cross-sectoral perspective and lack
of data and analytical capability limits effectiveness of national
development planning.

2, Inadequate Human Resources Development

The inadequacies of human resource oevelopment are evidenced
by:

a) the large proportion of expatriates holding key tech-
nical, managerial and professional positions throughout
the country;

b the shortage of skilled craftsmen; and
the generally low productivity of Swazi labor both in
the factory and on the farm.

There appears to be no other constraint more fundamental and
crucial to Swaziland's development than this one.
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3. Dependence on South Africa

Swaziland's dependence upon the RSA for trade, transport,private investment capital, recurrent revenue, employment, and highlyskilled human resources is a constraint in that it can slacken thepace with which the G0S strives for self-reliance and can distortthe ordering of development priorities.

4. Population Grcwth

At a rate of 2.8 percent per annum, Swaziland's populationgrowth is arong the highest in the world. Without more aggressivefamily planning efforts, the number of unemployed will continue torise in the urban areas, the present land tenure systen will eventual-ly reach the limit to which viable production units can be divided,rural living standards will suffer as more marginal land is broughtinto production, and increasing population densities will contributeto the deterioration of the land base. The ultimate result is thatthe benefits of development efforts are "neutralized" or greatlydiffused as more and more people must share the "development pie."

5. Overrazing and Fosion

As recognized in the Third Five-Year Plan (draft), Swazi-land has the highest livestock stocking rate in Africa. This has inevitablyled to the deterioration of soil and water resources. The use of tradi-tional cropping patterns, population growth, and the configuration of theland base itself are also contributing factors. As evidence of thisdeterioration, the MOA's Land Use Planning Section estimates the rateof erosion to be as high as 25 to 35 tons of soil loss per hectare peryear. A maximum acceptable soil loss should be no greater than 3 tons
per hectare per year.

6. Land Tenure System

The land tenure constraint has basically two dimesions.First, over 40 percent of the land is owned by non-Swazi residents whoseancestors were granted land concessions in the late nineteenth century.While on one hand, the use and management of this land contributes thebulk of GDP, it is also estimated that 30-40 percent of it is un-utilized or underutilized. Second, although the land allocation- oyt -on Swazi Nation Land is an ideal one in terms of equity, the availabi-lity of land is limited and an alternative system will eventually berequired. Moreover, the insecurity of tenure created as chiefs andfamily heads parcel the land into smaller and smaller productive unitsresults in the reluctance of same farmers to put naxinu, effort intoagriculture and improvement of the land. The smaller land units alsofurther limit their potential for efficient agricultural use.
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This second dimension of the land tenure constraint as
well as the population and cattle overstocking problems present per-
haps the three most sensitive and formidable challenges to Swazi
development. The three are closely inter-related and epitanize sarme
of the principal traits of Swazi traditional culture. Yet by the turn
of the century, the population will be about one million if the present
rate of growth continues and the land base simply will not be able to
support the human (and livestock) population at that time under the
present system.

D. GoverrvLent Development Plan and Budget

The basic long-term objectives of the GOS are 1) econamic
growth; 2) self-reliance; and 3) social justice and stability.

- Econcinic Growth will be promoted through investment
to expand modern sector agricultuce, camnwrcialize traditional agri-
culture, and expand the manufactuting and processing industries.

- Self-Reliance will be expanded by securing a greater
control of productive resources for the Swazi people; strengthening
the GOS' administrative capacity; developing local sources of goods
and services; and diversifying external economic relations.

- Social Justice and Stability will be prowoted by
spreading economic opportunities and social services more widely;
involving rural people more closely in decision-manking on matters
affecting their well-being; and adapting traditional institutions to
make people more aware of the benefits of available services and pro-
ductive technol ogles.

The GOS does not set priorities with respect to these ob-
jectives. Rather, it believes they are inseparable and that progress
towards one leads towards the realization of the others. However,
examination of the plan's capital budget suggests that the objectives
are emphasized much in the order presented with growth and self-
reliance given priority over social justice and stability. Con-
sequently, under the influence of the plan's relatively capital-
intensive investment pattern, it is likely that Swaziland's suhstantial
modern sector will grow nore rapidly over the next five years than the
traditional sector thus widening the gap thiit already exists between
the two.

While both the GOS and donor cciminity favor the develop-
ment of labor-intensive activities, the realities of the capital-labor
productivity relationship in Swaziland are such that investors cannot
be easily persuaded to undertake more labor intensive investments.
Finding appropriate alternatives to capital-intensive investments thus
presents the GOS and donors with one of their most formidable challenges
over the decades ahead.
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E. Role of Donor Assistance

Until 1975, the United Kingdom was the major souroe of
foreign financial assistance, providing funds to cover Swaziland's
budget deficits as well as grants and long-term interes-t-free loans
for development. During the last few years, hcver, Swaziland has
diversified its sources of foreign assistance. In addition to ODM,
several bilateral agencies, including USAID and SIDA, as well as multi-
lateral lenders, such as UNDP, IBM), AFDB and EDF, contribute to
financing the government's capital budget. Because of the slow build-
up of absorptive capacity, the utilization of foreign assistance
follow.ig independence has been slugglish. However, a substantial
technical assistance program is now in place and the cuntry's
absorptive capacity is improving as local staff benefits from training
and experience.

F. Donor Strategy

The long-term object5.ves of the donor assistance strategy
proposed herein are directly supportive of the GOS' national develop-
ment goals. These are to:

1. Expand the nation's productive capacity to sustain
economic growth at the recent favorable rate of 7
percent per annum in real terms;

2. Reduce the sharp incames disparity and econamic
dualism that presently characterize the country's
econcmic structure;

3. Reduce the population growth rate which is currently
among the highest in the world;

4. Increase employment opportunities to meet projected
future needs;

5. Increase the nation's self-reliance;
6. Support GOS programs catering to the basic human needs

of the society; and
7. Expand the nation's absorptive capacity for develop-

ment assistance.

The objectives thus seek to maintain the mcnentum of im-
pressive growth achieved in recent years. At the same time, there is
a strong interest on the part of most donors to reduce the dualistic
nature of the econcoy by promoting a proportionally greater participa-
tion of the Swazi people in the process and benefits of development.
Reduction of the population growth rate is given high priority as gains
in production, productivity, and job creation can be quickly eroded
by a rapidly qrowing populace. Mhe projected shortage of eaployment
opportunities over the next decade also warrants job creation as a key
component of the strategy. In view of Swaziland's landlocked position
and excessive dependence upon expatriates -rd neiqhboring nations,
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there is support for GOS efforts to become more self-reliant. All of
the above elements are dependent in a large degree on efforts to expand
the GOS' absorptive capacity for development assistance and this thus becomes
an important component of the strategy as well,

G. Conclusions

1. Development Dynamics and Strategy Implications

Reflecting upon the strategy outlined herein,
the dynamics of development occurring in Swaziland become obvious. These
dynamics take basically two dimensions: the rural-urban migration which
appears to be inevitable in Swaziland as in most developing nations; and
the arduous transition that the nation is making from a traditional to a
modern technological society. These dynamics carry important implications
with respect to the comprehensiveness of the donor strategy and the pace at
which it can be carried out.

First, in view of the rapid urbanization occurring
in Swaziland and the need to generate employment, it can be concluded that
donor emphasis should be appropriately balanced (as suggested by the strategy out-
lined hereiro between assistance to rural and urban areas. Often the
tendency among development agencies is to largely direct assistance to
rural areas where indeed the majority of people in greatest need of assist-
ance are found. Moreover, the focus is generally on subsistence or tradi-
tional sector a'rlculture. Bu+ as the subsisternce-level farmers' living
standardfz and aspirations rise, many will seek further advancement by
developing larger, more efficient farm production units, or seek wage
employment in agribu:winess and urban sector activities. Thus, the role
of development assistance should be one of lifting the poor out of poverty
and ultimately moving them into the mainstraeam of modern economic develop-
ment as indicated above, To accomplish this, development assistance must
be broad enough in its approach to encompas5s this entire transition path
from the rural to urban sectors and within the sectors themselves.

The second dimension to the dynamics of develop-
ment ii. Swazilard, the traditional-modern society transition, carries with
it important implications with respect to the pace at which the strategy
can be impl-mented. Consideiing the array of development activities suggested
by the 3trategy, it becomes obvious that certain constraints - population
growth, land tenure, and cattle overstocking for example - will require
much longer time to tackle and overcome than oth':rs, This is because they
are more deep-seated in Swazi tradit ion than others anr require a timetable
for change best determined by the nation's couJnitment to change and 'he
evolutionary process of change itself. It. lollows that the donor community
should enoourage further discussion, con Lemplation, and development of
strategies to respond to these more formidable challenges while at the
same time staying in tune with the pace of change established by the GOS
and Swazi society.
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2. Strategy Priorities

Condensing the external assistance
strategy down to those areas deserving of highest priority, two clearly
stand out most prominently. These are national development planning
and human resources development. The GOS national planning function
is very weak and planning at both the central and ministerial levels
must be significantly strengthened. Such planning and interministerial
coordination can provide the guiding framework through which develop-
ment problems are identified and analyzed, and through which strategies
can be fo rmulated into an integrated development approach. More
sophisticated long range planning (10-20 years) and intermediate range
planning (5 years) are also necessary recognizing the time required for
change and development to occur.

While better planning assists in providing
direction, human resources development is required to provide the basic
capacity for development. Throughout the strategy the most common thread
of need is the development of Swaziland's human resources. This is
required to increase productivity on the farm and in the factory,
localize public and private sector control and management of the economy,
and thereby improve the welfare of the individual and Swazi society as
a whole. This is the most fundamental and recurrent constraint in
Swaziland today and for the foreseeable future. It should therefore
receive highest priorii from the donor community and serve as the center-
piece of the overall development strategy.
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II. B.A KG PB0TD

A. History

According to legends, the Swazi people once lived near what is
now Maputo (formerly Lourenco Marcques). In the late 1700's, Chlef Ngwane II
led a small band of Swazis over the mountains to what is now southeastern
Swaziland. There they found and united with other African groups.

British traders and Afrikaner settlers first came to what is now
Swaziland in the 1830's. In the 18 8 0's gold. was discovered. Prospectors
rushed in and persuaded the Swazi Chief to sign documents granting them
mineral rights and land for mining, farming, and commerce.

After the Boer War, Great Britain governed Swaziland from 1903 to
1967. When the Union of South Africa was formed in 1910, the territory was
kept intact and was administered by Swazi rulers and the British High
Commissioner £cr South Africa. In 1967, Swaziland gained control over its
internal matters and received full independence in 1968. It is now ruled
by the longest reigning monarch in the world, King Sobhuza II. The King,
who celebrated his 79th birthday in 1978, has ruled since 1921.

B. oraphy

The Kingdom is a small landlocked country surrounded on three
;s by Lhe Republic of South Africa (RSA) and on the remaining side by

the People's Republic of Mozambique. Its eastern borders are 65 kilometers
(about 40 miles) from the Indian Ocean. With a total area of only 17,374
square kilometers (6,704 square miles), it is the second smallest country in
Africa; and is about the size of the state of New Jersey.

The country is physically divided into ,four geographic regions
with varying a. titudes. The varied ecological conditions found in the
different zones ranging from savanna-type areas to temperate highlands have
permitted the development of a diverse agricultural sector. The higher
elevations support extensive pine forests and temperate climate crops.
Below is a middle area of fertile soil and rolling grasslands with sufficient
rainfall, but with enough streams for extensive irrigation. The fourth
region rises again into mountains on the east side of the country, has
higher rainfall, and is called the Lubombo Region.

Of the country's total land area of 1.7 million hectares, about
two-thirds is presently used for grazing and about 10o for cropland. Some
6% is in forests which were planted in the past 20 yearc and now constitute
a growing forest industry.
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Rainfall ranges from about 40 to 90 inches in the highlands with
relative cool temperatures to 20 Lo 35 inches in the lowlands with hotter
temperatures. Most rainfall occurs in the summer months, November to March.

C. Population and Social Structure

Swaziland is also small in terms of population. The country's
1976 census estimates the total population at about 518,000 including
25,000 temporary zbsentees working in South Africa. With an estimated
de facto population growth rate of 2.8%, the population is expected to
double in about 25 years. The population is extremely young, with some
45% under the age of 15. Population density is about 30 persons per square
kilometer.

In 1976, 84% of the population resided in rural areas where they
derive a living primarily from agriculturel/ The only significant urban/
peri-urbn concentration consists of about 80,000 people in the two towns
of Mbabane and Manzini-, which are 39 kilometers (25 miles) apart, and the
uxban corridor which connects them.

The chief characteristic of the population is its homogeneity,
with 97% of the population comprising Black Africans - the vast majority
of whom are Swazis. Another noteworthy characteristic is the absence of
adult males in many Swazi households due to the attraction of wage employ-
ment in South Africa. For example, a 1978 UN-supported rural household
survey undertaken in the Northern Rural Development Area indicated that
31% of the homesteads did riot have any adult males normally resident at
the homestead (vs 35, in the 1976 homestead surveyy_. Of an estimated
2-5,000 men worki,g in th RS'A ir 197(/77, about 17,000 of these were
employed in the mining sector.3

1/Although 84 of' thc population resides in rural areas, most rural families,
depend on earnings in. the modern wa-re sector, tO supplement their tradition
sector incomes. The GOS estimates that agriculcure provides about 65% of
total employment and wages.

2Source - "The Rural Homestead as an Economic Unit", University College
of Swaziland, July 1978.

.3Source - "Wages in Swaziland", Federation of Swaziland Employers, 1977.
This figure is considered to be overstated by some COS officials due to
the possioility of double counting - miners are contracted on a six month
basis and the same individual could be counted twice under current
reporting procedures.
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Besides external labour migration, there are high rates of
internal migration from rural to urban areas. In 1977, the urban
population comprised l4% of the nation's total. However, it has grown
twice as fast as the rural areas over the past 10 years and represented
16% of the total in 1976.1/

Tr-ditional values, both political and social, persiat and are
embodied in ne monarchial system and the King. These values have been
characterized as conservative and the Swazi people are usually viewed as
extremely traditional. But, at the same time, Swaziland is a nation in
transition attempting to reap the benefits that modern technology and
methods offer while yet trying to preserve treasured traditions of the
past. At imes, these objectives conflict and the process of change and
development can be slow. This is of course the experience throughout the
developing world. Progress requires change, and change, more often than
not, generates new problems which must be addressed in turn. Such is the
development process in Swaziland as indeed it is in every developing
society.

D. Governmenu

The political system is dualistic, with the King representing
the highest authority in both the modern and traditioral sectors. In-
vested with the execut've authority of Swaziland, the King names a cabinet
comprising a Prime Minister and a flexible number of Ministers, all of
whom must be members of Parliament. The eabinet is responsible for the
operation of the western-style bureaucracy. As Ingwenyama ("Lion"), the
King, in consultation with traditionally chosen members of the Swazi
National Council, presides over all aspects of the society outside the
modern sector, including all matters relating to development in the rural
traditional sector. This system functions through a hierarchy of appointed
chiefs and their councils.

A new ta:nd is to increase the importance of the country's 40
meeting centers (tinkhundla), not only for socio-economic organization,
but also for the dispensing of rural social services. This decentralization
was extended fuither in October 1978 by the creation of a Regional Council
of popularly elected members for each of Swaziland's four administrative
Districts. The Regional Councils have a two-fold responsibility in the
development process: to co-ordinate national and economic activities at
the District level, and to identify priority projects needed by residents
of their Districts. Each Regional Council functions under a Regional
Administrator, who reports to a Ministry.

J Source - "Swaziland Shelter Sector Assessment", AID office of Housing
July, 1978.



E. Economy

Swaziland's economy is agriculturally-based, export-oriented,
reasonably well diversified compared to other African economies and
sharply dualistic. It is further characterized by its close economic
relations with the Republic of South Africa and the People's Republic
of Mozambique.

1. Growth

In its ten year since independence, Swaziland has prospered.
Gross domestic product (GDP) is estimated to have grown over the past
several years at an average annual rate of 7% in real terms. H.,ever,
in the last two years a slowdown appears to have occurred as investment
flows have slackened and as export earnings have fallen with declining
prices of the country's two major exports, sugar and wo, 1 pulp. The GOS
nevertheless believes the economy can maintain its 7% average real growth
rate given the investment package foreseen for the Third Five-Year Plan
(1978/79 - 1982/83) and some improvement in export prices. Per capita
GDP was estimated at approximately U.S. $450 in 1976/77. 1/

Despite Swaziland's impressive growth performance, the benefits
of growth have not been equally distributed, and it is estimated that cash
incomes for homesteads in the traditional sector are only U.S. $745 per
annum compared to U.S. $2,100 per annum in the urban sector. On a per
capita basis, these would be about U.S. $110 and U.S. $700 respectively. 2/

1/ Estimates of per capita GDP for Swaziland vary widely among different
sources and are subject to reliability. The GOS believes this figure
most closely approximates an accurate estimate.

2/ The number of resident persons per household is estimated at 6.8 per
household in rural areas and 3.1 persons in urban areas.
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The evolution of this highly dualistic structure dates
back to the turn of the century when European settlers and prospectors
were granted large land concessions for farming, mining and commerce.
Concessions were made to the effect that even today over 40% of the
land is owned by foreigners. The remainder, Swazi Nation Land, is
occupied mainly by Swazi subsistence farmers.

Modern sector development in Swaziland accelerated when
the mining of asbestos began in 1939, and continued with iron ore
production, and the establishment of large -plantations of forestry,
sugar, citrus and pineapples on foreign-owned land. The development of
modern agriculture was accompanied by related processing industries of
sugar, woodpulp and fruit canning. The astahlishment and expansion of
foreign fnterprises took place in an environment in which the Government
played only a minor role in direetlng national economic development.

Since independence it is estimated that the major sectoral
shares of GDP have shifted with the share of agriculture and forestry
rising from l in 1968/69 to 31% in 1976/77: mining and quarrying
falling from 21% 'o 5%; manufacturing increasing from 1% to 16; and
social services increasing from 15% to 17% in this same period. These
shifts can be attributed to:

a. a depletion in the commercially eijloitable deposits of
iron ore, the principal contributor to GDP in the mining sector; and

b. an investment pattern which has continued to emphasize
development of the modern agricultural sector and related .r-ocessing
industries.

3. Economic Relationship to Scutt, Africa and Mozambigue

Swaziland's economic ties to the Republic of South Africaare strong. With South Africa arid Lesotho, Swaziland is a member of the
Rand Monetary Area, and prior to 1974 Swaziland used the rand as its
national currency. in 1974 the GOS established the Monetary Authority of
Swaziland and issued its own national currency, the lilangeni (emalengeni -
plural). The lilangeni is wholly backed by the rand, and Js readily
convertible in rand on demand, Both currencies circulate n tbe economy
and Swazilano continues to be a member of the Rand Monetary Area.

Swaziland also belongs to the Southern Africa Customs
Union (SACU) along with South Africa, Botswana and Lesotho, Movement of
goods and fond; among all of these countries is virtually free and Swaziland
derive- on average tbout 50% of its recurrent revenues 'cder the customs
u-ion agreementO. Though these monetary arrangements have created a favor-
able investment climate in Swaziland in some respects, they have also
limited the Government's capability to control economic, monetary and
fiscal policy as will be noted below,

* Customs revenues represented 45% of total recurrent revenues in 1977/78
and 62% in 1978/79.



-13-

Tne RSA is also important to Swaziland's economy in that
it provides it with over 901%Z of its consumer goods and operates the
major transport links on which these goods are shipped; absorbs about
20% of Swaziland's exports; accounts for about 2?% of private foreign
investment in Swaziland; provides employment to an estima'ted 25,000 migrant
workers; and satisfies the country's water supply and power (24%) needs
to a large extent. South African technical, managerial, and professional
personnel are employed in important private and public sector activities
throughout the country as well.

Swaziland's economic relationship to Mozambique is also of
major significance. While being heavily dependent upon the RSA for
satisfying its import needs, Swaziland is equally dependent upon Mozambique's
port of Maputo to ship its exports to world markets. This dependence will
be reduced with the completion of the new railway being constructed
between Phuzunoya and Golela. Still, bordered as it is by white minority-
ruled South Africa and socialistic black majority-riled Mozambique,
Swaziland remains politically located in one of the most volatile areas
in Africa.

4. External Trade

Because of its limited domestic inarkeL, most of Swaziland's
modern sector production is exported. The value of exports, estimated to
be E156.3 million in 1977, amounts to about 61% of the GDP. Three exports --
zugar (33%), woodpulp (i%) and iron ore (1%) -- together account for
about 70% of the total export value. However, iron ore declined from 22
of total exports in 1971 to 6% in 1977 and will soon not contribute at all
due to the depletion of commercially exploitable deposits. As noted above,
it is likely that newly discovered coal and tin deposits will make signi-
ficant contributions to future earning as these are developed. Establish-
ment of a third sugar mill and the resulting expansion of total production
capacity to 500,000 tons annually will further boost earnings. Other
exports include citrus, asbestos, pineapple and meat.

From 1974 to 1976, Swaziland maintained a healthy balance of
trade surplus of about E40-50 million because of:

a. a sharp rise in the price of sugar; and
b. the relatively slow rise in the average unit cost of imports.

However, in 1977, it i.- estimated that the trade surplus was reduced toabout E15 million due to declines in the value of sugar, wood pulp and
iron ore; and a large rise in the value of imports than exports. While
the value of 1-977 exports fell by Ell million to E157 million, imports
rose by E15 million to E142 million (FOB).
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Swaziland's major export markets are the United Kingdom
and South Africa. The U.K. absorbed 33% of 1976 exports and the RSA 20%.
Other markets are Japan - iron ore and wood pulp, the USA - sugar,
Canada - sugar, several African countries - coal and sugar, and other
countries in Europe, Asia and South America - wood pulp.

Imports have risen in every year since 1969, reflecting
efforts to develop the economy. Major imports include machinery and
transport equipment (2911), manufacturing materials (14%), miscellaneous
manufactured goods (1%), and petroleum products (11%). Imports of food
and live animals also continue to be significant (E6 million in 1977)
indicating Swaziland's continuing dependence on other countries, and
particularly thc RSA, for some major food items. The source of most of
Swaziland's imports, about 90%, is either from or through South Africa.

5. Balance of Payments

TABLE 1
SWAZILAND'S BALANCE OF PAYMENTS 1974 - 1977

(E'000)

1974 1975 1976 1977

Merchandise
Exports 121,500 145,719 168,400 156,993
Imports -68,499 -96,266 -126,944 -141,700
Trade Balance 53,001 49,453 41,456 15,293

Services (Net) -27,942 -13,367 -23,134 -17,358

Total Goods & Services 25,059 36,086 18,322 - 2,065

Unrequired Transfers (Net) 9,629 10,871 9,045 10,807
Current Account Balance 34,688 46,957 27,367 8,742

Capital (Net) -17,139 -7,915 4,286 -6,166
Short-term -13,553 -12,440 -6,717 -8,499
Long-term i,414 4,525 11,003 2,333

Net Errors and Omissions -9,719 -8,689 -7,493 15,958

Increase in External
Reserves 7,830 30,353 24,160 18,534

P : Provisional
Source : Monetary Authority of Swaziland
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D'rom 1974-1977 Swaziland has enjoyed an overall balance of
rayments surplus (See Table 1). However, over the past three years, thesurplus has progressively declined from a record high of E30.i4 million
in 1975 to E18-5 million in 1977. This has resulted mainly from a
declining trade balance for the reasons indicated above.

In the services accounts, the trend has been more erratic
V with a net outflow of E27.9 million recorded in 1974 compared to E17,4

million in 1977. The following notable trends have occurred in theseuaccounts from 1974 to 1977: a sharp increase in income from "Travel"
rising from E12.6 million to E30.9 million; a steady rise in migrant
"Workers Earnings" from El.0 million to E3.9 million*; and a decline in"Investment'In come" on' the'debit n fr 6E .2 E6 ,, million.
However, offsetting these trends have been' an increase over the 'same period
in "Transportation and Merchandise Insurance" costs from E2.9 million to,".,
E9.9 million; a rise in "Travel" expenses from E7.6 million to E17.0 million;
and increases in "Other Services" from E5.7 million to E16.5 million.

4 Swaziland's capital account has also been more erratic in
movement with the net position recording a E6.2 million debit in 1977

',compared to an E18.6 million debit in 1974. Particularly notewrrthy in
these accounts has been the decline in "Direct Investment in Swaziland"
from El.7 million in 1974 to E2.3 million in 1977. This trend may reverse
itself as planned capital projects come on stream in the next few years.
At the same time, though, it is a signal that investment plans must be
implemented as scheduled and/or that other foreign and domestic invest-
ment capital must be sought to help sustain the momentum of economic growth
achieved in recent years.

As Table 1 indicates, it is estimated that in 1977 Swaziland
will record a"E2.1 million deficit on its "Total Goods and Services"
account, the first since 1974. Still, though, there will be a current
account surplus due to positive net "Unrequited Transfers" (mostly official
grants to government), and an overall payments surplus due to 'missions ,"
which have not yet been recorded in the other accounts.

Swaziland's external debt was $39 million in 1974. Debt
service payments on that level were $4.2 million, a fraction of the total
GDP and about 5% of the value of total exports at that time. Between
1976 and 1977, however, the external debt rose from E50 million to E71
million ($81.6 million) with debt service payments in similar relationship
to GDP and value of exports. Thus, Swaziland is still in a comfortable
position with respect to its external debt load and is capable of taking
further advantage of its credit worthiness should it so desire.

* In view of South Africa's intentions to reduce its dependence on migrant
laborers, it is expected that these earnings will either level off or
decline in the future.

... • ) i! i
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6. Public Finance

The role of the public sector in the economy has grown in
the past several years. However, in comparison ith other African nations,
its contribution to the GDP, 23% in 1975/76, is still quite small.

Recent GOS budgetary performance is indicated in Table 2 below,:

TABLE 2

GOS National Budget
FY 1976/77- FY 1978/79

(000 Emalangeni)

FY 75/76 FY 76/77 FY 77/78 FY 78/79

Current Account

Revenue 69 62 78 87
Expendi tures 31 46 51 48

Surplus 38 16 27 39

Capital Account 30 22 37 125

Deficit (Surplus) (8) -5 -10 -86

Foreign Financing - 5 7 40
Domestic Financing - 1 3 46

Impressive gains have been shown in the revenue account
largely as a result of recent changes in the formula for the distribution
of custom union revenue. These have risen from E13,2 million in 1976/77
to an c.;timated E54.2 million in 1978/79. At the same time, though,
receipts from the sugar levy which peaked at E23.9 million in 1975/76 have
since fallen to about E4.5 million due to tax base adjustments necessitated
by declines in world market sugar prices and higher production costs.
Whereas customs union and sugar levy revenue were J5% and 295' of total
receipts respectively in 1975/76, these proportions are estimated at 62a
and 5% in 1978/79.

Since 1976/77 current expenditures have remained fairly stable
resulting in a growing surplus in the current account from E16 million to
E39 million. These surpluses have been used to finance capital expendi-
tures which rose sharply by 43&% in 1978/79 after increasing 68% the year
before. These substantial increases are accounted for largely by central
government investments in major projects including the southern railroad
link to RSA permitting access to Rqichard's Bay (E20.5 million), the third
sugar refinery (E15.0 million) and construction of a new state house
(E9.8 million). Thus, although recurrent revenues have shown respectable
increases over the same period, they have fallen far short of total expendi-
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tures resulting in an estimated deficit of E86 million in 1978/79. To
finance this deficit, the GOS will depend on foreign borrowings (E40 million)
as well as domestic resources (E46 million).

This recent budgetary performance represents a sharp departure
from past conservative fiscal policies. In years past, recurrent account
surpluses have been sufficient to finance the capital fund. However, sub-
stantial investment capital was required for the number of large projects
getting underway this fiscal year. It is uncertain to what extent such
bulges in the investment flow will continue although prospects for mining
projects and related infrastructure development suggest this may be the
case ovec2 the next few years.

Of particular note regarding government finance is the sig-
nificance of the 1969 Customs Union Agreement among the RSA, Botswana,
Lesotho and Swaziland. Swaziland depends on ievenue provided under this
agreement to fund on average about 5V, of its recurrent budget. The agree-
ment provides that South Africa assumes responsibility for setting tariff
and excise tax rates and collecting all of the duties. The PLS countries
are reimbursed out of the revenue pool by a formula which attempts to com-
pensate them for the flexibility they give up. At present, it is widely
accepted that the revenue formula is very favorable for the BLS countries
in terms of the revenue generated. A recent confidential study commissioned
by the Swazi government concluded that Swaziland would suffer considerably
under alternate arrangements. However, because political and economic
conditions may change over the next several years, it will be necessary to
re-evaluate the costs and benefits of Swaziland's membership as changes
occur,

Though the arrangement has net advantages at present, there
are nevertheless major disadvantages which should be recognized. First
there is the price raising effect of the RSA's import control measures and
its policy of protecting South African industries. Due to high protective
tariffs the RSA places on electrical goods, consumer durables, and luxury
goods, these products are more expensive to the BLS than they otherwise
might be if imported from elsewhere.

Secondly, the:e is the polarization effect whereby industries
choose to locate in Sou+lh Acrica because of its more favorable conditions
in terms of market size ani affluence, physical infrastructure, financial
institutions, etc.

Still another disadvantage is the loss of fiscal discretion.
Under the provisions of the agreement, Swaziland has given up its power to
set its own tariff schedule on imports and its own excise 1axes. In order
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to generate additional revenues, Swaziland has introduced a levy on sugar.
This levy is an important, though diminishing, source of indirect tax
revenue. As olready noted, receipts have dropped sharply from E23.9 million
in 1975/76 to a7 estimated E4.5 million in 1978/79.

PeDit thase disadvantages and other constraints imposed on
the government's flexibility to control economic, monetary and fiscbl
policy, Swaziland's ecetomic relationships with the RSA are still believed
to be of a positive net '-nefit to the GOS. It is unlikely that these
relationships will chance sig-nificantly in the near future although, again,
changing political and economic conditions will require reassessment and
adjustments over time.

Tibiyo Fund

Owing to their impact on central government financial opera-
tions, any discussion of Swaziland's public finance would not be complete
without reference to the Tibiyo Fund. This traditional sector as opposed
to modern sector fund has as its major source of revenues royalties from
the Havelock Mine, mineral production, the Royal Swazi Hotel and Spa, as
well as other commercial investments, These revenues are intended for
investment in commercial ventures to primarily benefit Swazis on Swazi
Nation Land. The fund also aims to make Swaziland self-sufficient in all
its basic food requirements through programs to improve and expand the
agricultural sector, and participates in other endeavors including land
purchases and the award of educational scholarships. The fund's major
investments in recent years has included major capita2 prticipation in
the construction of atthird s-agar mill, and the establishment of the
airline Royal Swazi Airways. As of 30 April 1978, accumuiated funds, totalled
E22.1 million.

Central government finance becomes directly involved in
traditionally sector-funded ventures with respect to both capital and
recurrent costs financing. Participating capital is .sually required to
supplement traditional sector funding and accounted to some extent (E16.5
million) for the surge in GOS capital budget expenditures estimated for
1978/79 (see discussion above). Traditional sector funded projects also
can place a drain on guvernment recurrent revenues as ventures are sometimes
passed to the OS. For example, the airline has reportedly lost about
E2.0 million since its establishment. Thus, though outside of central
government operations, these funds have a significant impact on public
finance and economic development in Swaziland.
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III. DESCRIPTION OF THE POOR

Although Swaziland's 1976/77 per capita GDP of about U.S. $450 is
among the h.1ghest in sub-Saharan Africa, the country's income distribu-
tion is sharply skewed reflecting the dualistic nature of the economy.
While reliable income distribution data is not available, rough estimates
have been made in recent years, Am early effort by the U.K.'s Overseas
Development Ministry (ODM) indicated the following distriotion:

TAfEL 3

INCONE DISTRIBUTION, 1971/72

African Popu- Labor
lation* Force Income

(percent)

Swani Nation Farms 62.1 65,7 14.1

Individual Tenure Farms
and Forestry 16.8 15.2 22.0

Other Employment 21.1 19.1 63.9

100.0 100.0 100.0

These figures show that the two-thirds of the labor force employed in
the traditional sector or on "Swazi ation Farms" earn only 141{ of total
income whereas the remaining .- third in the modern sector earn 86'.
Though based on a 1971/72 survey, the COS and donor agencies believe this
breakdown is still indicative of the current distribution.

More recently, an AID-sponsored shelter sector survey mission to
Swaziland estimated 1976 cash income per homestead at U.S. $745 in rural
areas compared to U.S. $2,100 in the urban sector. However, since rural
homesteads are larger than those in the urban sector the difference is
more pronounced when comparison is made on a per worker basis. In this
case, the annual figures are U.S. $275 and U.S. $1,350 per worker per
annum for the rural and urban jectors respectively. On a per capita basis
the figures are U.S. $110 and U.S. $700 respectively.**
* Excludes absentees
Source: Annual Statistical '9ulletin, 1974 and IBRD estimates.

** Excluding absentees working elsewhere, the average number of residents
is estimated at 6.8 and 3.1 per houshold in the rural and urban areas
respectively.
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While thcre is a sharp disparity between urban and rural incomes,
there is a marked difference in income levels within the two sectors as
well. The ODM data indicates that about 30% of the rural populace on
Swazi Nation Farms earn about 40% of rural income while tha remaining
20% - Individual Tenure Farms and Forestry - eara about 60%. In the
urban sectcnr, estimates of the Shelter Sector Team indicate that 13%
of urban households earn incomes of U.S. $4,800 or more; 34% earn from
U.S. $2,200 to U.S. $4,800 and 53% earn less than U.S. $2,200.

Though the above edLa may not bp precise, it is nevertheless indi-
cative of the sharp skewness in the country's income distribution. More-
over it clearly demonstrates the need for donor assistance to help the
GOS correct this imbalance.

thus, basically, the poor in Swaziland can be divided into two
groups; the rural poor engaged in subsistence agriculture on Swazi Nation
Land and the urban poor living in squatter settlements on the outskirts
of Swaziland's urban areas. A closer look at these groups will be helpful
in determining the needs for development assistarce.

A. The Rural Poor

Over 350,000 or more than two-thirds of Swaziland's total popula-
tion can be classified as rural poor. These people live on dproximately
42,000 small-iEali farms with an average size of less than 3 hectares each.
The average number of residents is 6.8 persons per household excluding
absentees working elsewhere. These farms are run largely on traditional
lines ewploylog family labor and draught animals and producing mainly for
sub-2istence Wcmen are the principal farmers by tradition with the men
predominantly concerned with livestock.

On Swazi Nation Land where the great majority of .he rural poor
reside, trbdJ.tJna! authcrity prevxils and the land is held communally.
Approximate>, 10' -f the area (11.4,000 he:ctares) is devoted to crop
production wti- the remainder used primarily for grazing. (See Table 4
below). Kaize, the staple food crop is grown on 80% of the crop area.
However. because f low yields, and price disincentivee stemming from
subsidies paid on maize in South Africa, about 15-20% of the country's
maize requirements must be imported ifrom the RSA.

iable 4 also indicates that while the use of land for growing
maize continues to predominate it has lost some ground to cash crops
including cotton, tobacco, and vegetables.* This is to be expected as
farmers are now using higher yielding varieties of hybrid maize thus
making it possible to allocate more land for cash crops production.
Despite this trend, though, imports of fresh fruits and vegetables have
steadily .rowi from a level of about $650,000 in 1972 to an annual rate
of nearly $2 million in 1976.

* From 1970 to 1976, the production of tobacco on Swazi Nation Farms rose
from 60 tons to 165 tons while cotton production rose from 960 tons to
6.013 tons.
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TABLE 4

SWAZI NATION LAND : LAND USE AND MAJOR CROPS
1971/72 AND 1975/76

(Percentage Distribution)

LAND USE MAJOR CROPS

1971/72 1975/76 1971/72 1975/76

Cultivation 9.3 9.8 Maize 73.6 66.9
Fallow 1.7 2.2 Groundnuts 5.8 4.6
Homesteads and 0.7 0.6 Cotton 4.6 11.3
Other Land
Grazing Land 88.3 87.4 Jugo Beans 3.3 1.8

Sorghum 3.0 3.2
Beans 2.5 2.4
Sweet Potatoes 1.1 2.0
Pumpkins 3.4 3.9
Tobacco 0.4 0.6
Other Crops 2.3 3.3

100.0 100.0 100.0 100.0

Sources : Agricultural sample Census, 1971/72; Central Statistical Office -
Annual Survey of Swazi Nation Land 1975/76.

Cattle ownership is extremely important for social reasons and
this, combined with mduced mortality through improved veterinary services,
has led to overstocking on Swazi Nation Land. Herd size has grvwn without
a corresponding increase in productivity. In many areas, the condition of
the cattle and the range land are deteriorating.
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It can be readily observed that these traditional farmers havenot shared significantly in the country's economic growth of recent years.It is estimated that only 22% of the traditional farmers enter the marketeconomy, and cattle still make a comparatively little though growingcontribution to the growth in GDP**. These farmers' stagnant situationpresents a sharp contrast to the intensive, largely foreign-owned andmanaged farming sector which occupies over 40% of the land. Table 5below illustrates the contrasts between these two sectors.

TABLE 5

AGRICULTURE LAND O.NERSHIP/7ENURE

Individual Swazi
Tenure Nation
Farms Farms

Area (000 ha) 691 114Resident Populatio- (000) 148 345Number Farms/Estates 850 42,000Average Holding (ha) 800 2.75

Ownership/Tenure (000 ha)

Swazis 
259 114Major Companies 173 -Non-Swazis 259 -

Percent of Total Agricultural Output 60 40Production Growth Rate (%) 5 2.8

Whereas virtually the total area of freehold land is included in the ITFs,
the SNFs occupy a relatively small amount of Swazi Nation Land. Most ofthe rest is taken up by communal grazing land.

** From an economic perspective, cattle are at present more important to theSwazi farmer as a store of wealth than as a productive asset. As a result,the contribution of cattle to the growth in GDP is below its potentialand is small compared to other farming activities. In 1977, for example
"1meat and meat products contributed only E4.3 million to export earningscompared to sugar, E51.8 million; citrus fruit 310.4 million; and cannedfruit E5.7 million". As GOS efforts to further encourage thecommercialization of livestock production are strengthened, cattle can beexpected to make a more significant contribution to GDP.
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This lack of commercialization in the traditional sector isreflected particularly in the low level of rural family cash incomes asnoted above. To make ends meet, most rurial families must depend uponcash earnings by members of their family in the wage sector. -hose thusemployed may live at home, but more often must leave to work elaewherein Swaziland or the RSA. This often leaves the women and children, andelderly to take care of the farm and make crucial farming decisions.
The rural poor are also lacking with respect to:

Access Roads

While Swaziland has better roads than many developing countriesin the modern sector, the rural poor lack an adequate feeder road infra-structure to permit the ready availability of farm inputs and servicesand access to markets for farm output. Swaziland's present road networkis 2,653 kilometers of which 54% are main roads and 46% are district roads.Only about 10% of the total system is paved. At present, two-thirds ofthe nation is within 8 kilometers of an all-weather road. Not only areadditional feeder roads required but existing one's need to be upgraded toan all-weather status in order that produce may be readily transportedduring the rainy season, which is also the harvest season for several crops.

Marketing Infrastructure

In addition to transport links, subsistence farmers on SwaziNation Land seriously lack other necessary marketing infrastructure -farm inputs; supply depots; credit facilities; collection and distribu-tion centers, etc., required to bring more rural people into the moneyeconomy. Marketing institutions, in particular, are inadequate to buya range of small lot commodities from farms, consolidate them, and toperform grading, processing and other marketing services.

Health Services

The availability of health care in Swaziland's rural areas islow. Death rate and life expectancy statistics indicate the magnitudeof the problem: in 1975, the crude death rate for the country was 22 perthousand head of population, and the life expectancy only 44 years.Principal disease problems are respiratory (TB) and gastro-intestinal
diseases, bilharzia, and malnutrition. An estimated 70% of the schoolage population has bilharzia. Diseases such as bilharzia, gastro-enteritis,
typhoid and tapeworm infection are largely attributed to the inadequacyor absence of hygenic water supplies and safe methods of human waste
disposal.

The inadequacy of health services to Swaziland's rural poor isevidenced by the distribution of such services. For example, the Mbabane-Manzini corridor contains about 16% of the population, 60% of the hospitalbuds, 62% of the doctors, and 55% of the nurses. The GOS has recognizedthis problem and health programs have been reoriented in recent years tohave a wider impact on the health problems of the rural population.
*The term "all-weather road" is a misnomer in that there are many so-called
roads which are impassable during periods of heavy rain.
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Nutrition

Although relatively well off compared to other developing
nations, many of Swaziland's rural poor still lack an adequate food
diet. Although there has never been a full-scale nutrition survey in
which biochemical and clinical data have been correlated with dietary
intake, a Canadian team which visited Swaziland in 1977 reported on
the findings of a survey carried out on rural food consumption in 1976.
These findings showed that 59% of the families had a balanced diet and
20% had inadequate food consumption. 30% lacked protective foods in
their diet and only 10% ate body-building food.

WHO reports from 1976 and 1978 list the major problems related
to nutrition as follows:

-- soil erosion;
-- fluctuation in maize production due to irregular rainfall

patterns and declining production due to the competition with
cash crops;

-- the low productivity of small-scale subsistence farming;
-- the high rate of population growth;
-- overgrazing; and
-- inadequate utilization of 40% of freehold farms (non-Swazi),

covering 36% of the area under individual tenure.

Education

The standard of education is generally poor due mostly to un-
suitable school curricula and poorly trained staff. Efforts are being
made to reorient curriculums away from their non-technical bias but progress
has been slow. In 1976, only 68% and 74% of the primary and secondary
teachers respectively were considered qualified. Failure and resignation
rates are high. In 1975, only 32% of those in primary schools completed
the 7 year program while only 25% completed 5 years of secondary education.

Enrollment in both primary and secondary schools has increased
suhstantially in recent years, with the average growth rate for primary
institutions 8% per annum and secondary institutions 15% per annum since
1960. But, despite this, only 70% of those in the 6-12 year age bracket
and 20% of those in the 13-17 year bracket were enrolled in educational
institutions at the beginning of 1975. Literacy for Swaziland is calculated
at about 36%.
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Housing

Rural homesteads totalled 59,150 in 1976 (68% of total) andare increasing at a rate of 1,200 per year. Housing on these homesteads
are meager as illustrated by the facts that about 90% of rural homes are
constructed on non-durable or partially durable materials, 89% lack asource of treated water supply, and over 80% have neither a toilet or
pit latrine. These conditions contribute largely to the incidence of
disease and poor health.

B. The Urban Poor

Estimates based on the 1976 census indicate that 128,000 or 24%of Swaziland's total population live in urban areas. This population is
concentrated in two major urban centers: Mbabane (29,750 persons), thecapital; and Manzini (32,550 persons) the principal manufacturing town
and transportation center. All other towns have fewer than 8,000 in-
habitants and are centered around agricultural processing and mineral
extraction operations. These urban centers are the most rapidly growing
areas in the country averaging a 6% growth rate per year. If this trend
continues, it is projected that by the turn of the century, Swaziland's
total population will approach one million and 40% of the population will
be living in urban areas.

In terms of households, there were approximately 87,000 dwellings
in 1976 of which 28,000 or 32% were in urban areas. The relatively large
proportion of urban homesteads is reflective of household size, which is
considerably smaller in urban than rural areas. Resident persons per
household have been calculated at 3.1 for urban homesteads compared to
6.8 for rural households excluding absentee members.

Table 6 presents a profile of male non-agricultural wage earners
in terms of various skill categories and income levels. Almost 60% of
these workers are unskilled and earn annual incomes of U.S. $950 or less;
including semi-skilled laborers, 75% of the total earn U.S.$1,950 or less.Adjusted for cash sent to rural areas these figures drop to U.S. $825 and
U.S.$1,650 respectively. Table 7 further illustrates the distribution of
incomes in the urban sector indicating that 53% of the total fall into
the lww income category earning U.S.$2,200 or less per annum.

As the country-wide statistics relating to education and health
suggest, schools and health services are inadequate to meet the needs ofthe urban poor. While these needs are less pronounced than those in the
rural areas, the availability of services are still not well-adapted nor
near the standards required for supplying urban labor markets with the
technological skills needed. Reorientation of school curriculums andtraining in vocational skills are needed in particular to increase the
productivity of labor and make it more competitive with that in the home-
lands, RSA, and the rest of the world.
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In addition to these services, the most immediate needs are for
jobs and housing. The Economic Planning Office estimates that the number of
new entrants into the labor market is double the number of available
paying jobs. Today, absorption of the labor surplus by the urban informal
sector or traditional agriculture seems not to pose a severe problem.
However, a number of observers have predicted that strains will begin to
show, particularly 'i ong the younger people who have some education, if
concerted efforts are not made to close the gap.

As in the rural areas, housing in the urban areas is far from
adequate. Only 47% of all urban homesteads are constructed of durable
materials; 19% do not have access to a treated water supply, and 16% do not
have a toilet or pit latrine.

In addition to meeting these present needs, it is estimated that
the demand for urban dwellings will average about 2,000 per year or
11,000 units over the next 5 years. It is likely that informal sector
construction will continue to primarily meet these needs in view of the
facts that the present capacity of the formal construction sector is only
about 500 units per year; and that 47% of urban households cannot afford
housing built by the formal sector.



Table 6
Estimated Distribution of Homesteads by Income Level
(Based on Non-Agricultural Wage Frnployment in 1976)

Average
Monthly Avg. WageCure. Cu'n. Wage Income iomestead Inc. Adj. forf Males 4 Males % Males For Males Per Homestead Cash Sent to Rural Areas

Private Sector Prof. & Tech. 569 33,366 1.000 581 726 617Private Sector Adm. & Mngerial 623 32,797 .983 531 664 564Public Sector Adm. & Mngerial 436 32,174 .964 378 473 402Private Sector Skilled Workers 1,416 31,174 .951 315 394 335
Public Sector Prof. & Tech. 2,766 30,322 .909 196 245 208Private Sector Cler. & Related 1,073 27,556 .826 162 202 172Public Sector Skilled Workers 865 26,483 .794 158 198 168
Public Sector Cler. & Related 698 25,618 .768 113 141 120Private Sector Semi-Skilled 3,487 24,920 .747 103 129 110Public Sector Semi-Skilled 1,880 21,433 .642 87 109 93Public Sector Unskilled Wrker. 5,784 19,553 .586 56 70 60Private Sector Unskilled Wrker 13,769 13,769 .413 51 64 54

33,366 112 141 120

Note: Expatriates are included above, but that portion of expatriate income which comes from foreign donor
sources is not included.



-27a-

TABLE 7

Estimated Distribution of Urban Households

By Income in Swaziland, 1978
(E=U.S. $1.15)

Distribution of Households
Non Urban

Squatter Squatter Total

High Income
E350+ 24.5% - 13.0%

Middle Income
E160-350 54.7% 10.6% 34.0%

Low Income

E135-160 11.1% 10.9% 11.0%

E110-135 7.4% 15.4% 11.1%

E 75-110 2.3% 27.6% 14.2%

E 60-75 - 11.3% 5.3%

E 45-60 10.1% 4.8%

E 18-45 11.8% 5.5%

E 0-18 2.3% 1.1%

Subtotal Low Income 20.8% 89.4% 53.0%

TOTAL 100% 100% 100%

Note: These estimates are based on Employment and Wages, 1976, the
Establishments Register,_77/78, and the Urban-Rural Migration Study
of 1977. As these sources are based on different segments of the
labor force, and no source of household income data covers all
population segments, considerable judgement has been exercised by
the researchers in interpolating these estimates from the data.
These estimates should be replaced as soon as better data becomes
available. Also, it should be remembered that these income estimates
exclude expatriate income earned from abroad.

Source: Rivkin Associates, Inc., Swazailand Shelter Sector Assessment.
Forthcoming.
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IV. Development Constraints

The major development constraints identified in the preparation of
this analysis are summarized below. They are based on:

1. recognition of the country's econonic, social and political
conditions as described above;

2. the findings of a series of sector studies undertaken by AID
in collaboration with the GDS in July 1978 in Swaziland; and3. subsequent GOS/AID reviews and discussions held during
November, 1978 in Mbabane. These constraints, in turn, serve
as the basis for the donor assistance strategy presented in
section VII.

Of the many limiting factors noted below, a few can be singled
out as being more pervasive in their constraint on development than
others. Moreover, were these selected constraints overccme, many of
the others could be much more easily managed as well. These "root"
constraints include:

A. Weak National Development Planning

At present, planning is mainly project-oriented performed
largely on a sector by sector, ministry by ministry basis, and lacks
reliable data and sufficient analysis fran a macro-econamic cross-
sector perspective. More ccnprehensive national development planning
involving close interministerial and donor coordination is required
for a more efficient allocation of Swaziland's limited development re-
sources.

B. Human Resources Development

The inadequacies of human resource development are evidenced
by:

1. The large proportion of expatriates holding key technical
and professional positions thrcughout the country;

2. The shortage of skilled craftren; and
3. The generally lci productivity of Swazi labor both in the

factory and on the farm.
There appears to be no other constraint more fundamental and crucial
to Swaziland's development than this one.

C. Dependence on South Africa

Swaziland's dependence upon the RSA for trade, transport,
private investnent capital, recurrent revenue, anployment, and highly
skilled human resources is a constraint in that it may slacken the
pace with which the GOS strives for self-reliance and can distort
the ordering of development priorities. Moreover, the very existence
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of Swaziland as a snall developing nation with a limited damestic
market, positioned on the periphery of an advanced industrial giant
serves as a major disincentive to promoting development in Swaziland.
Aside fram these econmLn.c realities, there are of course the political
uncertainties of the region which in the final analysis provide the
priTary justification for developing a more self-reliant econamy.

D. Population Growth

At a rate of 2.8 percent per annum, Swaziland's population
growth is among the highest in the world. Without more aggressive
family planning efforts, the number of unemployed will continue to
rise in the urban areas, the present land tenure systen will eventual-
ly reach the limit to which viable production units can be divided,
rural living standards will suffer as more marginal land is brought in-
to productLin, and increasing population densities will contribute to
the deterioration of the land base. The ultimate result is that the
benefits of development efforts are "neutralized"or greatly diffused as
more and more people must share the 'bevelolient pie".

E. Overrazing

As most recently recognized in the Third Five-Year Plan
(draft), "the grazing areas of Swazi Nation Land are severely over-
stocked. It is estimated that 525,000 head of cattle and 270,000 head
of sheep and goats graze 787,000 hectares of grazing land per stock
unit -- the highest stocking rate in Africa. This has inevitably led
to the deterioration of soil and water resources." The use of tradi-
tional cropping patterns, population growth, and the configuration of the
land base itself are also contributing factors. As evidence of this
deterioration, the MOA's Land Use Planning Section estimates the rate
of erosion to be as high as 25 to 35 tons of soil loss per hectare per
year. A maximum acceptable soil loss should be no greater than 3 tons
per hectare per year. In terms of both Swaziland's agricultural and
industrial development, the land is the nation's most valuable natural
resource. It is therefore essential that it be preserved and pro-
tected.

F. Land Tenure System

The land tenure constraint has basically two dimensions. First,
over 40 percent of the land is owned by non-Swazi residents whose an-
cestors were granted land concessions in the late nineteenth century.
Though, on one hand,the use and management of this land contributes the
bulk of GDP, it is also estimated that 30-40 percent of it is un-
utilized or underutilized. Second, although the land allocation system
on Swazi Nation Land is an ideal one in terms of equity, the availabi-
lity of land is limited and an alternative system will eventually be
required. Moreover, the insecurity of tenure created as chiefs and
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family heads parcel the land into smaller and smaller productive units
results in the reluctance of same farmers to put maxinum effort into
agriculture and improvement of the land. The smaller land units also
further limit their potential for efficient agricultural use.

This second dimension of the land tenure constraint as well
as the population and cattle overstocking problems present perhaps the
three most sensitive and formidable challenges to Swazi development.
The three are closely inter-related and epitmize some of the principal
traits of Swazi traditional culture. Yet by the turn of the century,
the population will be about one million if the present rate of growth
continues and the land base simply will not be able to support the
human (and livestock) population at that time under the present system.

In addition to these principal constraints, others identified
include the following:

Structural Constraints

1) Dualistic Economy - Evolution of the present dual econcmic
structure began in late 1800's with land concessions to
foreign settlers and traders and became more pronounced
with start up of "industrialization movement" in 1940's;
existing structure tends to perpetuate itself; Third Plan
investment program suggests dialism will be heightened
,, .ther than abated.

2) La id Tenure System - See section IV F above.

3) I:-4.nited Domestic Market - hinders development of manufactur-
ing sector due to large scale of production required to
break-even in many industries; forces Swaziland to rely
heavily on external markets for effective denand required.

4) Inadequate Marketing System - collection, distribution,
credit, and processing facilities as well as pricing in-
centives needed to move more rural people into money
econcury; a recent arketing study undertaken by the FAO
concluded that "the lack of an organized market structure
through which the farmer can sell his produce is probably
the most important single factor affect-ing his decision
to increase production. Until such time as he can be
assured of a regular and reliable means of achieving sales,
it is considered unlikely that he will increase production
significantly"*.

5) Inadequate Transport Network - lack of feeder roads and
Jll-eather roads restricts distribution of farm inputs

* FAO "Project Proposal for the Marketing of Fresh Produce in Swazi-
land", Contract No. 6/SWA/02/I, April, 1978.
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and outputs and hinders de-centralization of industrial
activity; landlocked position requires dependence on
railway links through neighboring countries to permit
foreign trade.

6) Excessive Dependence Upon South Africa -

See IV. C. above.

Natural Resource Constraints

1) Underutilized Productive Land - it is estimated that 30-40
percent of arable land on "Individual Tenure Farms" are
unutilized or underutilized.

2) Declining Soil Fertility - pressures of excessive growth
rates in human and livestock population continue to
deteriorate land base.

3) Prospect of Drought - Hydrological time-series data in-
dicate Swaziland will experience serious drought in early
and mid-80's; contingency planning for this eventuality
should begin now.

4) Dpletion of Mineral Resources - comrercially exploitable
iron ore deposits have been depleted; geological surveys
should continue to locate other mineral resources in
addition to coal ard tin,

5) Overgrazing - See section IV E above.

Human Resource Constraints

1) Excessive Population Growth - See section IV D above.

2) Lack of Mid- and High-level Technical, and Managerial
Personnel - expatriates fill most of these positions in
both the private and public sectors.

3) Inappropriate Education Curriculum - present curriculum
designed in colonial era to supply low-level administrative
personnel and heavily oriented to humanities; ill-suited
for needs of developing technological society.

4) Shortage of Qualified Teachers - teachers are untrained and
undertrained; expatriates are still heavily relied upon.
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5) Lack of Business Skills - badly needed to pramote localiza-
tion program in private sector as well as upgrade manage-
nent performance in public sector.

6) Lack of Craft Skills - development of craftsmen in skills
such as bricklaying and carpentry badly needed to further
develop and expand capacity of construction industry.

7) Lack of Technical Skills - skills based on math and science
needed in both private and public sectors; again, ex-
patriates still fill many of these positions.

8) Low Productivity of Labor - Swazi labor productivity is
low due to weaknesses in human resource development
identified above; as a result, investors lean to capital-
intensive technology in order to be competitive.

Institutional Constraints

1) Weak National Development Planning - lack of macro-
econcmic, cross-sectowal perspective and lack of data and
analysis limits effectiveness of national development
planning.

2) Intenninisterial Coordination - required at program and
project level to make development efforts more effective.

3) National Industrial Development Corporation (NIDC) and
Small-Scale Enterprise Development Corporation (SEDCO) -
lack resources - hinan, physical infrastructLre, financial-
to more effectively guide industrial developTient in
accordance with country's lon term interests.

4) Weak Agricultural Extension Service - understaffed, under-
trained, and undersupervised extension service is one of
key constraints to increase agricultural production.

5) Agricultural Research - research center understaffed;
recent efforts to reorientate research to needs of snall
farmer should continue.

Socio-Cultural Constraints

1) Absence of Male-Head of Households in Rural Areas - leaves
management of rural farms in hands of women, children, and
elderly who are less prepared to perform arduous tasks
associated with ;mall-sccPe farming.
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2) Attitude towards Cattle - cattle maintained by
traditional farmers mainly as store and display of
wealth, not as a productive asset; cattle make a
growing though still comparatively snall contribu-
tion to GDP although great potential exists.

3) Attitude towards Technical Vocations - Swazi pre-
ference to study law and become politicians or ad-
ministrators and aversion to technical occupations
hinder human resources development of badly needed
expertise.

4) Attitude towards Business Involvement - it is
hypothesized that Swazi non-involvament in business
has developed a negative attitude of Swazis toward
industrial activities; such an attitude
hinders development of needed business skills.

5) Attitude towards Family Planning - village chiefs do
not condone family planning cocepts thus presenting a
major obstacle to population control efforts.
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V. Covernment Development Plan and Budget

The GOS has conpleted work on, but not yet published, the Third
National Development Plan extending to 1983. Goverrment development
objectives are stated in the Plan as follows:

- Econcrnic Growth
- Self-Reliance, and
- Social Justice and Stability

In general, the GOS will employ the following strategies in pur-
suing these objectives:

- Econmic Growth, resources will be directed in the agricultural
sector towards the continued expansion of modern sector estate
production and the ccainercialization of traditional agriculture
through the Rural Development Areas (RDA) Program. In the in-
dustrial sector, further development and eqpansion of manufactur-
ing and processing industries will continue to be emphasized.
GDP over the plan period is targeted to increase 7 percent annually.

- Self-Reliance, will be expanded by securing greater control of
productive resources for the Swazi people;strengthening the GOS'
administrative capacity; developing local sources of goods and
services; and diversifying external econcmic relations.

- Social Justice and Stability, will be promoted by spreading eco-
nw ic opportunities and social services more widely; involving
rural people more closely in decision-making on matters affect-
ing their well-being; and adapting traditional institutions to
make people more aware of the benefits of available services and
productive technologies.

The specific targets and strategies aimed at achieving these long-
term goals are detailed in Chapter III of the Plan.

The GOS does not set priorities with respect to these objectives.
Rather, it believes they are inseparable and that progress towards one
leads towards the realization of the others. At the same time, though,
the Plan recognizes that "the equitable distribution of the fruits of
development does not happen automatically" and that conscious efforts
must be made to ensure this occurs.

Though priorities are not explicitly indicated in the plan, an
examination of the plan's capital budget suggests the relative impor-
tance placed on each, at least in terms of financing. This program,
shown in Table 8, indicates that the plan objectives are emphasized nuch
in the order they are presented with graith and self-reliance given
priority -vtr social justice and stability. That is, the program con-



TMULE • 8
GOS CAPITAL BUDG=T

1978-83
I THIRD NATIONAL DEVELOPMENT PLAN
'

Total 1978/79 1979/80 1980/81 191/82 1982/83

Total Local Total Local Total Local Total Local Total Local Total Loca
Ceneral Administratian 32.6 32.6 15.8 15.8 3.7 3.7 4.1 4.1" 4.3 4.3 4.7 4.7
Law and Order 22.7 22.7 4.4 4.4 5.7 5.7 4.7 4.7 3.8 3.8 4.1 4.1
Work and Surveys 29.8 7.1 13.4 1.5 9.0 1.2 2.8 1.9 2.5 1.5 2.1
Housing .19.2 8.5 2.4 2.4 4.1 2.6 6.2 3.1 3.6 0.4 3.4 -
Other Com=an Services 13.8 11.5 3.5 2.5 3.0 2.9 3.0 2.8 2.3 1.7 2.5 1.6
Education 53.9 17.8 10.3 3.3 12.2 4.0 10.9 3.6 10.7 3.6 9.8 3.3
Health 8.7 0.8 2.9 0.2 1.7 0.2 1.6 0.2 1.2 0.1 1.3 0.1
Agriculture 55.0 18.4 10.9'. 3.7 15.9 5.3 8.7 2.9 9.5 3.2 10.0 3.3
Industry 90.8 74.3 24.7 20.8 24.2 20.6 18.9 15.8 13.9 11.2 8.6 5.9
Transportation Cofmerce 85.2 44.4 34.0 28.5 13.4 5.0 9.2 3.0 12.3 3.5 15.8 4.4
Conmerce 1.0 1.0 0.6 0.6 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1
Coops 3.5 0.3 0.2 0.1 3.0 0.1 0.1 0.1 0.1 - 0.1 -

Total 416.7 239.4 123.1 83.8 96.5 51.4 70.8 42.3 64.3 33.4 62.0 28.5

- Third Sugar Hill 35.0 35.0 15.0 15.0 14.0 14.0 5.0 5.0 1.0 1.0 - -
- Dam 18.6 0.6 11.5 0.4 7.1 0.2
- Large Coal Mine 9.8 9.4 0.3 0.1 0.3 0.1 4.1 4.1 4.7 4.7 0.4 0.4
- New Rail Link 20.5 20.5 20.5 20.5
Airlines (Sub-vention) 2.7 2.7 1.4 1.4 0.4 0.4 0.3 0.3 0.5 0.5 0.1 "O.1
- Lozitha State House 9.8 9.8 9.8 9.8

Total "Bg Projects" 96.4 78.0 58.5 47.2 21.8 14.7 9.4 9.4 6.2 6.2 0.5 0.5

"Normal Program" 320.3 161.4 64.6 36.6 74.7 36.7 61.4 32.9 58.1 27.2 61.5 28.0
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tinues past lines of action by stressing capital-intensive industry and
estate agriculture and transport more heavily than programs impacting
on the poorer segment of the population. Industry, for example, is
allocated 22 percent of the budget and transport 19 percent whereas
sectors catering to the poorer segments of society are allocated con-
siderably less; i.e., agriculture and co-operatives 14 percent;
education 13 percent, housing 5 percent, and health 2 percent.

Under the influence of this investment pattern it is likely that
Swaziland's substantial modern sector will grow more rapidly over the
next five years than the traditional sector thus widening the gap that
already exists between the two sectors. Given this possibility, it is
uncertain whether GOS resources have been fully planned and balanced in
accordance with the expressed objectives and needs of the nation.

As this issue of labor vs. capital intensive development is one of
major concern to a number of donor agencies not only in Swaziland but
throughcut the developing world,further insight into this dilema is
appropriate. In Swaziland's case, it should be first recognized that
it is stated government policy to promote labor-intensive activities
even thugh the capital budget does riot always reflect this. Several
difficulties, not unique to Swazilandr confront the GOS in prcnoting
labor-intensive investment, and these should be identified to gain a
greater understanding of the issue.

These difficulties all ultimately bear on the pricing and productiv-
ity relaLtonships that exists between capital and labor inputs. Look-
ing at an investment opportunity frcm the perspective of the investor
rather than the government, the investor wants security of his/her in-
vestment which can only be assured by an appropriate capital-labor mix
which will make the venture a competiLive, revenue-producing enterprise.
In Swaziland, labor productivity is low and, despite this, relatively
high wages must be paid to attract labor into many wage sector activ-
ities. This may seem inconsistent wh-en recognizing the fact that there
is an overall surplus of Swazi labor in relation to job availabilities.
In such a case, one would expect thp supply-denand relationship to de-
press wage levels. However, in Swaziland's case it can be hypothe--
sized that this does not always ocur due to;

1. thie temporary short supply of semi-,Itilled laborers;
2. the cacpetitiveness of wage levels in the RSA; and
3. S.wazi attitudes tcward vrk..

These factors are all closely inter--related and help explain why
wage levels are not nore in line with the value of labor productivity.
First, uitil only recently, semi-skilled laborers hav been in short
supply. This is due largely to substantial increases in demand for
Swazi labor in South African mines over the past three years. This ap-
pears to be a relatively short-term phencmena as it is now expected that
mine labor recruitment will level off or iecline as South Africa moves
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to further mechanize mining operations and provide greater employmentopportunities for South African blacks. Nevertheless, this recentshortage has contributed to the relatively high wage levels in Swazi-land. moreover, it is further likely that Swazi laborers view RSAwage rates as a gage upon which they should be paid. That is, Swazilaborers probably extend their view of the labor market to include theRSA. In this broader context, market forces thus prevail and jobs are
accepted fran the highest bidder.

It should be further noted that labor is in short supply withrespect to secondary school leavers and those urban and rural poor whopossess few skills and little or no education at all. With theprospect that mining recruitment will diminish, employment generationthus remains a serious development problem for the present and thefuture as labor force entrants continue to outpace job availabilities.

Discussions with GOS officials also raised the question of Swaziattitudes towards work as another possible explanation for the relative-ly high wage levels. Although this is an area for further in-depthinvestigation, it is hypothesized that unless attractive wages areoffered, Swazi laborers are not interested in employment which involvesworking under harsh conditions such as is the case with cane cuttingand similar work in other activities - field labor for pineapple andcitrus production, forestry, etc. This again is not unique with Swazis.After all, who would not prefer working in a modern factory environ-ment or in a desk job with ccrnfortable office surroundings.

The problm of course, is that large numbers of these type jobs areidentified with nations at a much more advanced stage of developmentwith a substantial services sector catering to a more urbanized,affluent society. Such jobs are now extremely limited in Swaziland andrequire types and levels of education and experience which ten years ofindependence have only begun to develop. Again, this hypothesis ofworker attitude is just thiat. It requires further analysis as doesthe whole matter of labor productivity in both the traditional andmodern sectors. Nevertheless these factors appear to be reasonable ex-planations of the labor productivity problem.

Returning to the investor contemplating a major investment in Swazi-land, he/she is faced with the problem of employing Swazi laborers whoare less productive than their counterparts in the RSA and the hcmela.-!sbut who still demand about the same level of wage remuneration. Re-cognizing the competitive disadvantage with which he/she is faced, theinvestor either puts his money into the RSA or the homelands or he optsfor capital-intensive technology to at least the extent it is requiredto maintain a coapetitive position in the world market.

Viewing the investment problem from the GOS' position is also help-ful in gaining greater understanding of the capital vs. labor intensiveissue. The third sugar mill may be cited as an example. This venture
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requires an overall investment of E150 million including construction of
a dam to supply water for irrigating the cane fields. Government par-
ticipation in this project is about E 55 million and represents 15 per-
cent of the total capital budget for the Third Five-Year Plan. This
project has been a "bone of contention" between some donors in Swazi-
land and the GOS because the technology employed is relatively capital
intensive. That is, the cost per job created is about E 42,000.
Labor intensive ventures generally involve capital costs of about
E 5,000 - E 7,000 per job created.

While the GOS also favors investment in labor intensive activities,
one must consider several factors impinging upon the Covern nt's de-
cision to support the third sugar mill project. First, the GOS capital
participation exercises substantial leverage (in an absolute sense) in
that it generated an additional E 75 million that might otherwise have
been foregone*. Viewed in t-iis sense1 the GOS capital cost per job
created would be about E 21,000 rather than E 42,000, obviously still
high though. Second, with the exhaustion of czmercially exploit-
able deposits of iron ore, Swaziland needs another source of foreign
exchange earnings to maintain reserves at a level sufficient to satis-
fy its import needs. 'The third sugar ill provides that opportunity in
the time frame required. The GOS believes that investmant in an al-
ternative labor intensive approach would have required a much longer
time pericd to upgrade the productivity of labor and achieve the de-
sird flcrw of earnings. Moreover, private investors viu].d not have
been willing to take such a risk.

Still another dimension is the revenue-generating feature of the
investment, Though sugar prices fluctuate unpredictably on the world
market, they can neverth eless provide vaiarble recurrent revenues in
times of good market prices to support othar develc~ment programs and
increase economic and social services to the Swazi. Nation. At the
same tine-, of course, sustained depressed prices can be costly and it
is necessary tbat the nation diversify its ex.ort base - as it app(-:rs
to be doing -- to protect itself agaiOnst this possibility.,

HavLng thus considered the problem frcon the Lnvestor 's and 0S'
perspectivu, the crux of the problkni beccmes one of finiding alternative
labor-intensive activities that can satisfy the nation's needs with re-
gard to forei.gr exchange, revenue , and Cploy.mnt generationo The
circu-stances surrounding investbrent as outlined ahcfe thu, present not
the case for capital intensive irvoestients but the thalencge to defining
labor-intens ive alternatives.

T(wiards meetin this chailenge it may have to be accepted] that scne
investment opportunities necessarily require capital-.intensive tech-
nolbgy. Frcm this perspective, the GOS/donors' response should be one

* GOS investment plus 'ibiyo Fund participation totals E 75 million.



-39-

of prczroting labor-intensive activities to balance rather than substi-tute for capital-intensive enterprises. The development of mnall farmsugar cane production on the periphery of the estate scheme now beingencouraged by the GOS suggests one example of how this may be broughtabout. In considering alternatives, though, one direction that shouldbe avoided is the establishment of state parastatals heavily subsidizedby the government in order to provide employment and maintain artificial-ly low prices to bring the cost of living down. These attempts do nothave a very impressive track record where purused in other countries
and usually result in financial insolvency.

To sum up, both the GOS and donor ccmxunity favor the developmentof labor-intensive activities but the realities of the capital-laborproductivity relationship in Swaziland are such that investors cannot beeasily persuaded to undertake more labor intensive investments. Find-ing appropriate alternatives to capital-intensive investments thuspresents the GOS and donors with one of their formidable challenges over
the decades ahead.

VI. Role of Donor Assistance in Development

A. Donor Assistance

Since independence, donor assistance has played a major rolein prcmting econcmic growth and development in Swaziland. Prior to1973, the United Kingdcm provided the bulk of assistance includinggrants and interest-free loans for development, as well as support tofinance budget deficits. This latter assistance spared Swaziland thenecessity of resorting to deficit financing and also reduced the publicdebt burden the nation would have otherwise assumed.

Since 1973, the GOS has enjoyed budget surpluses enabling itto meet its recurrent costs and finance part of its capital expenditures.Nevertheless, the GOS has been able to finance only 30-75 percent of itscapital budget in recent years and still requires donor assistance,foreign investment, and domestic borrowing to help finance its develop-
ment.

From 1969 to 1971 Swaziland received an average annual levelof donor assistance of $ 4 million. rlhis increased to about $ 10million annually in 1971/75 and to about $ 20 million in 1975/76.Swaziland's sources of foreign assistance have also changed notably inrecent years. Whereas in 1962/65 83 percent of donor assistance camefrom the U. K., the British share dropped to 46 percent in 1971/75 asaid frcm other sources increased. These other sources include themultilateral agencies (29 percent in 1971/75),the U. S. (10 percent),and other Development Assistance Carnittee (DAC) countries (15 percent).Principal bilateral and multilateral donors in 1975/76 are indicated
in Table 9.
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TABLE 9

Official Development Assistance
Swaziland (US million)

- 1975 - - 1976 -

$ % $

BILATERAL FLOWS 11.2 100% 8.4 100%

U.K. 5.6 50% 3.4 41%
Sweden 2.3 20% 1.3 15%
U.S. 1.0 9% 1.0 12%
Others 1/ 2.3 21% 2.7 32%

MULTILATERAL FLOWS 10.4 100% 10.6 100%

UN Agencies 6.2 60% 5.8 55%
IBRD/IDA 2.0 19% 2.0 19%
Others 2/ 2.2 21% 2.8 26%

TOTAL FLOWS 21.6 100% 19.0 100%

Bilateral 11.2 52% 8.4 44%
Multilateral 10.4 48% 10.6 56%

I/ Includes West Germany, Denmark, Japan
2/ Includes AFDB, EDF.

Source : USAID/Swaziland
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Donor assistance is concentrated in the areas of agriculture,
industry, and education. Smaller amounts are channelled into othersectors including cauiunications and transport. Some assistance has
also gone towards developing the GOS' planning and implementing
capacity, an area where Swaziland is still weak.

Most bilateral and multilateral donors sponsor same cam-ponent of agricultural development, the most sir..ficant activity beingthe Rural Development Areas Program. In the idustrial/tourism sector,
the Germans, Japanese, Scandinavians, and the UN agencies are the prin-cipal donors. The U. K. and U. S. are the major sponsors in the human
resources sector.

Infrastructure development (e.g. buildings, housing, uzbanwater and sewerage, physical planning, civil aviation, posts and tele-
ccmiunications and roads) is supported mainly by the multilateral
agencies although the U. K., the Danish, and SIDA provide sone tech-nical assistance as well. The Scandinavians, U. K., UN agencies and
CIDA have been the primary donors in development planning.

B. Donor Coordination

In terms of overall development planning, there is no formalmechanism for coordinating donor assistance. However, donor coordina-
tion does occur at the program and project levels. The RDA program,
for example, involves five major bilateral and multilateral agencies
who meet annually (August 31) to review an annual draft work programprepared for the next fiscal year (April 1 to March 31). At the sametime, these donors have the opportunity to share ccnmTents and make re-
conmendations regarding future PA program implementation. With regardto most other project activitites, coordination is generally carried
out on a less formal basis involving contact among resident representa-
tives. Informal lunches are most frequently held for these purposes.

C. Adequacy of Arrangements

At present, the GOS and same donors are satisfied with exist-ing arrangements as described above. The GOS believes that the develop-
ment of a broader mechanism for donor coordination such as the annualdonor conference held in soe countries is not appropriate at this
time in Swaziland. Reasons cited are:

1) the fact that many donor agencies do not have resident
representatives in Swaziland;

2) the preference of sane donors for the present mode; and
3) the substantial time and effort required of the govern-

ment's extremely limited staff to prepare for donor con-
ferences.

Hcwver, should the climate described above change in the future such
that more formal coordination arrangements are desired, several possi-
bilities might be considered. For example, a donor's conference,
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sponsored by the GOS, may be held annually and/or as one of the initial
steps in preparing the national development plan. These would be
helpful to the government in maintaining a realistic assessment of
donor's interests and planned assistance. .vnother conference may also
be desirable mid-way through the plan period to assess progress and
make recommendations for strengthering programs or shifting emphases
as appropriate. Closer donor coordination could also be facilitated by
GOS initiatives in encouraging more multi-donor projects and programs.

D. Absorptive Capacity for External Assistance

The volume of external assistance which a developing nation
can effectively absorb depends upon a number of factors including an
effective planning and inplementation capacity to insure resources are
optimally utilized; budgetary resources to support recurrent outlays
both during and after external assistance is withdrawn; human resources
to assume technical positions as foreign advisors depart; the con-
struction capacity to build necessary physical infrastructure; and
infrastructure itself to extend development assistance to the more in-
accessible regions of the country. These factors are briefly assessed
below as they apply to Swaziland. They arc elaborated upon further in
the paper's discussions of development constraints and strategy ob-
jectives.

Weak National Development Planning

fhe lack of more effective planning in Swaziland results in
less efficient use of both dcmestic and external resources to achieve
developrmint obJectives and expand absorptive capacity for further
develornent assistance.

Recurrent Budget Costs

At present, Swazil .nd is Ln an enviable position with respect
to its budgetary perfornwice as well as its adequacy of foreign ex-
change reservesr debt-service position, and excess liquidity in the
monetary sector, Nevertheless, the implications of today's capital in-
vestments in terms of future recurrent costs (both local currency and
foreign exchange) should be more fully analyzed and taken into account
when formulatCing developinent programs cver the long term. Lack of
foresight in this regard tcxiay could st-aan th e absorptive capacity
for ext2rnal assistance in the future. Upgraded national development
planning could serve a; the catalyst for developing an appropriate port-
folio of rcvenue and non-revenue producing programs thus eisuring a
financially viable overall developxcnt approach..

Human Resources Development

Absorptive capacity is heavily dependent upon the availability
of human resources to continue develcr.-Lnt activities after donor tech-
nical assistance is withdrawn. A critical element required to expand
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absorptive capacity in this respect is reform of the education curricu-
lum. This is needed to produce the pool of technically-oriented
graduates fram which the human resources needs of development programs
Irust be met. The single most limiting constraint to absorptive capacity
and overall development in Swaziland today is the weakness of Swazi
educational institutions to:

a) produce graduates with strong science and math backgrounds;
and

b) produce sufficient numbers of qualified technical, manag-
erial, and professional personnel.

Construction Capacity

Delays in program implementation are sometimes attributed to
the limited capacity of Swaziland's construction industry to build
physical plant and infrastructure. Human resource development is again
the ultimate constraint in this area as evidenced by the lack of Swazi
engineers and craftsmen (bricklayers, carpenters, plumbers, etc.)

Infrastri icture

The capacity of the GOS and donor ccmnmvity to extend andincrease assistance to the more remote areas of the country is limited
by the lack of infrastructure, roads, electricity, water supply, tele-
ccxrvunications, etc. Physical infrastructure is necessary in these
areas to integrate greater numbers of the country's poor into the
modern sector as well as expand the country's absorptive capacity for
donor assistance.
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VII. External Assistance Strategy for Development

A. Strategy Perspective and Limitations

The external assistance strategy outlined below has been planned
to respond to the development oonstraints and absorptive capacity limi-
tations identified in sectiors IV and VI above. It is designed to direct-
ly support and coplement the GDS development objectives - economic
growth; self-reliance; and social justice and stabiliby - stated in the
Third Five-Year National Development Plan (1978/79 - 1982/83). At the
same time, it is prepared in consideration of development needs en-
visioned over at least the next two decades. Viewed in this longer term
perspective, a number of questions arise, the answers to which are not
clear. Greater GOS and donor community reflection is required on these
in order to make the five-year plans better structured building blocks
towards the type of society and econcmic structure desired at the turn
of the century. Among such questions are the following:

- By the year 2,000 Swaziland's population will be about one
million, double its present size, and approximately 40 percent or 400,000
will be living in urban areas. These projections are reasonably valid
assuming present trends with respect to population grcth and migration
continue. Will development resources and programs undertaken over the
next 20 years be adequate to provide a rising standard of living for
Swaziland s rapidly growing population? To what extent will this higher
living standard be equitably shared anxng all Swazis?

- In the rural areas, the numxber of homesteads on Swazi Nation
Land (SNL) was estimated at about 42,000 Ln 1976 with an average size
holding of 2.8 hectares; by 2,000 it will be roughly 58,000 witl. an
average siLze holding of just under 2.0 hectares. Assuming that the
portion of non-Swazi owned land does not appreciably change, will the
present land tenure system be adequate to satisfy the SNL denand for land
units large and fertile enough to be a canercially viable unit of
production? To what extent will large scale estate agriculture replace
the 2-3 hectare farm as the unit of agricultural production on SNL by
the year 2,000? To what extent will non-S, azis continue to own individual
tenure farms. What alternative forms of land t~enure will be established
as population pressures force resolution of the land tenure issues?

- in sane areas of tie countxy, overgrazing brought about by ex-
cess numbers of cattle is contributing to the
erosion of the land base at an alarming rate (25 - 30 tons per hectare
per year). This trend carries with it serious iTplicatiors with regard
to the toll taken in tern of soil fertility and, agricultural production
by the year 2,000. Will current and planned programns to camewrcialize
livestock production and increase the offtake rate be effective enough
to stabilize and/or reduce the cattle population?
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- With respect to urban developnet, will urban areas be es-
tablished in accordance with a nation-wide spatial development program
or will the urban population cluster into centers such as the Mbabane-
Manzini concentration now evolving?

- Should the current relatively capital- intensive investment
pattern continue, what implications will this have for the nation's
income distriution 20 years hence? Where will jobs be found for the
already growing number of unemployed and particularly secondary school
graduates? What are the viable alternatives for employment generation?
Will the economy become a more or less self-reliant one?

- Will human resources be adequately developed to more fully
manage the public and private econony? Will Swazi labor productivity
be competitive in an increasingly competitive world econony?

- Will adequate infrastructure - transport, telecommunications
power, and water - be available to support the needs of a more urbanized,
more industrialized, and more modern agriculturally-oriented society?

- How will developent programs undertaken over the next few
years impact upon the nation's recurrent budget, balance of payments
and debt service position over the next two decades? Is there an ap-
propriate mix of revenue and non-revenue producing activities to ensure
a financially viable overall program? Will the canposition of exports
and the tax structure be adequately diversified to reduce the vulner-
ability that can be brought about by excess dependence on one or two
export caurnditi es or one or two sources of revenue?

Upon first pondering questions such as the above, the tendency may
be to view sane of them as too distant for consideration at this time.
The attitude may be that somehow such problems will resolve thenselves,
and it will be up to the next generation to tackle then. Unfortunately,
though, develop-nent is such a long term process that the type of society
desired 20 years hence must be planned for today. Curriculum reform
for example requires years of study and experimentation through each
grade level to develop the overall primary-secondary-higher education
program best suited to the nation's needs. Reflection upon the questions
posed above thus have relevance to planning today. While it is true that
uncertainty increases at perhaps an exponential rate as the planning
period lengthens, it is nevertheless desirable to have some longer term
roadmap of the directions the nation is taking in order to better
tailor plans of shorter duration.

To adequately suggest an appropriate external assistance strategy
for Swaziland over a 15-20 year period, such a roadmap is necessary.
Unfortunately, though, in Swaziland as in most nations, developing or
"developed", such long term planning is a luxury rarely permitted due
to the limitations of staff and time and the pressures of more immediate
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term planning and problem-solving. Thus, it should be recognized that
the strategy suggested herein is limited to the extent that such a long
term roadmap for Swaziland is not complete. In particular, the land
tenure, population growth, overgrazing, and employment generation questions
are "roadsigns" which do not offer as clear directions as would
be desired. This suggests that these should be primary targets
for GOS long term planning ov-er the years ahead.

A further limiation of the strategy is thzt it does not investigate
or cost out the trade-offs involved in pursuing the strategy's objectives.
For example, a relatively capital-intei]sive activity to boost the grcwth
rate may be "costly" in terms of efforts to generate more empioyment and
reduce the severity of econcmic dualism. Nor does the strategy include
cross-sectoral analysis to det, _rmine appropriate program linkage and the
timely ordering of program implementation.

To overcome the above limiations, it would require much greater in-
depth analysis than the scope of this pazxr permits. Moreover, to be
fully canprehensive the analysis would require specific project definition
and inclusion of GOS and private sector activities outside the spectruTn
of donor agency programs. It is therefore the intent of the external
assistance strategy below to establish cross-sector objectives for donor
assistance and suggest piausible approaches towaxds meeting them. How
the recomnended approaches are vven into the fabric of the GC6 over-

all develoJa-nt program is of course the pcrociative of the government it--
self. With this perspective in mind, the folio~.:ng strategy is proposed.

B. (>erail Strategy Aproach and Objectives

The strategy outlined below se& s to maintain the nunentum of im-
pressive groArth achieved in recenL years. At tile saimie time, there is a
strong interest on the part of inst donors to ed.uce the dualistic nature

of the eccncsy by prcmoting a proportionally greater participation of the
Swazi people in Uie process and ben.2fitts of deveiopnient. Reuction of
the population growth rate is given tigh priority as gains in production,
productivity, and job creation can be qpickly eroded by a rapidly grcwing
populace, The piojected shortage of employment opportunities over the
next decade also warrants job creation a,: a key ccmoonent of the stc'ategy.
In vie.w o Swaziland's larmlocked rosit.on and -xcessive dependence upon
expaicriat., and neighhboring rations, There rs suprort of CGOL efforts to
be-came nrre self-reliant. hli of the abo-ve elements are depenident -n a
large decree on efforts to empl3r-i tne C 5 I aDbsorptive capaciLy 1cr develop..
ment assistance and this bethines cu important ccrponent of the strategy as
well. Specifical.ly, the objectives ore to-

1. Expand the natLion's productive capacity to sustain econamic
growth at the recent favorable rate of 7 peircnt per annum
in real terms;

2. Reduce the sharp incmes disparity aid econcmic dualisn
that presently characterize the country's economic structure;
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3. P=iuce the population growth rate which is currently among
the highest in the world;

4. Increase employment opportunities to meet projected future
needs;

5. Increase the nation's self-reliance;
6. Support GDS programs catering to the basic human needs of

society; and
7. Expand the nation's absorptive capacity for development

assistance.

Each of these is discussed at greater length below.

1. Expand the Nation's Productive Capacity to Sustain Econanic
Economic Growth at the Recent Favorable Rate of 7 Percent
per Annum in Real Terms

a. Agriculture

In recent years, modern sector agricultural output hasgrown at about 5 percent per annum in real terms cczpared to 2 percent to
3 percent per arum in the traditional sector. The Third Five-Year Plan
is targeting an overall annual growth rate of 6.5 percent; 8 percent in
the modern sector, 5 percent in the traditional sector. Though ambitious,
these targets are not impossible assuming that development activities are
implemented as planned, and that political, economic, and weather con-
ditions are favorable over the plan period.

It is expected that private capital will continue to
finance the bulk of modern sector investment where the state of the art
is better known and risks are correspondingly less. GOS and donor
assistance should likewise continue their support of traditional agri-
culture where uncertainty and risks are much greater and where government
assistance must be depended upon to prime the pump of growth and develop-
ment.

The primary instrument of rural development in Swazi-
land is the Rural Devlopment Areas (RDA) Program and this program should
be the principal mode of donor assistance. However, donor interest must
be matched by budgetary, staff, and investment allocations of the GOS or
it may be difficult for donors to justify and mobilize the necessary re-
sources. The RDA program's objective is "to assist Swazi farmers in
making the transition frcn subsistence to seni-ccromercial and ccumercial
agriculture." This entails a strategy of encouraging subsistence farmers
to increase cash crop production while at the same time striving for self-sufficiency in the production of the country's staple food crop, maize.
This is to be acccmplished by reallocating land use such that a greater
proportion is devoted to growing cash crops such as cotton, tobacco, and
vegetables with corresponding less land used for maize. Higher yielding
varieties of hybrid maize will be grown on smaller plots to maintain and
increase food crop production while freeing land for cash crop production.
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This strategy will benefit the Swazi farmers by giving them greater as-
surance of meeting their food needs and by increasing their cash incomes.
Through the RDA program, the GOS aims to double existing incomes in the
RDA's by March 1983. The Swazi nation will also benefit from this
strategy through higher export tarnings and lower food import costs.

With respect to livestock, the most formidable
challlenge in this sub-seutor is the cvamrcialization of small herder
livestock production. The GOS aims to increase the cattle offtake rate
fram 10 percent to 12 percent by the end of the plan period. This will
be sought through extension efforts to encourage the adoption of better
range managemnt practices, the expansion of fattening ranches arO group
ranch schrmes, and improvents in the livestock marketin3 system.

Donor assistanre to support GCS efforts to ccmrcialize
and increase crop and livestock rjroduction should be designed to strength-
en the foll4ing areas:

1) RDA and Aioiture Sector Planning

At present, RDA and agricultural sector planning is
weak. This is due primarily to shortages in staff. The PDA annual
work plan, in particular, needs greater analytical content to ensure a
more optional allocation of GOS and donor resources. Systems analysis
examinin;S. linkages of program el ents (research, extension, marketing,
production. credit, etc.) is needed and v uld be helpful in maximizing the
benefits of d evelopnment efforts. Thus strengthening the NJAIs planning
capacity should receive top priority fron the donor ccmiunityo

2) Extension

T'he GOS recognizes extension as a cncial element
in its efforts to encourage farmers to adopt more productive, conservation-
oriented farming practices. However, at present, there are only 85 field
officers whereas approximately 200 more are needed to reach an agent/
farmer ratio of 1250 in the PDs and iJG300 in the non-RDAs T'hese are
the ratios required to more effectively pramote and0. bring about rural
transformation.

The University of Bm ,=ra-:.d Swazil and (UBS) is
able to qraduate certificate level field officers at a sufficient rate
to meet the above targets by 1984. H-iwever, tUvlse agents are still "in-
experienced" when they are put in the field. They ne,-ed qui-dance and super-
vision. Technicdl assistance is required to provide ij--service training.
Assistanuce could also be provided to strength-n L5 extension training
curriculhzi with respect to teaching a,'ents how to rtivate farmers to
accept now farming practices. Tra-inig aids and. equiprent should also be
provided to support the extension service as it expands.
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3) Research

Recently, the agriculture research function was
transferred fram the UBS to the MMA, and the latter is re-orienting
research from plantation estate agriculture to the needs of the nmll
landholder. The research staff is seriously understaffed and assist-
ance is needed to staff these positions and train Swazis to ultimately
fill all research posts.

It is also noteworthy that the GOS and the re-
search center is particularly concerned at this time with the prospect
that Swaziland may experience an extended drought during the early and
mid-1980's. A recent time-series analysis of hydrological data suggests
this will be the case. Such a development could have a detrimental im-
pact on GOS efforts to increase economic growth throughout the economy.
Technical assistance and training programs should therefore be tailored
to include a GOS research capacity for dealing with problems of dryland
agriculture.

4) Marketing

A recent FAO marketing study concluded that the lack
of an organized market structure is probably the most important single
factor affecting the farmer's decision to increase production. Instances
are reported of Swazi Nation farmers with surplus produce that rots in
the field while at the same time trucks distributing farm inputs to rural
areas return empty. In order to correct this problen and provide incentives
to subsistence farmers to break out of their traditional production
patterns, assistance to develop and strengthen marketing systems and
facilities is needed. This is particularly true for maize, livestock,
milk, and ccnmercial vegetables raised by small farmers.

Central storage facilities are needed in particular
to reduce wastage, stimulate production, and provide the nation with
strategic grain reserves. The developnent of integrated systems embrac-
ing farm inputs, credit, marketing and storage is deserving of high
priority fram the GOS and the develcmient assistance agencies.

5) Transport

In general, donors have been responsive towairds
meeting Swaziland's transport needs and an impressive program to build
and upgrade the country's road network is moving along quite well. By
1982/83, 28 percent of the entire network of roads is targeted to be
tarred cxmpared to about 10 percent in 1976/77.

Despite the fact that Swaziland has better roads
than many developing countries in its modern sector, the SADAP agri-
cultural sector study concluded that "thiere is real opportunity for
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improvement in most rural areas of Swazi Nation Land. Construction and
maintenance of these feeder roads are needed to facilitate the distri-
bution of farm inputs, provide access to markets, and develop greater
intercourse with the developed sector of the econcmy.

As evidence of this need, over 900 kilomters of
access roads are planned for construction in the RDA's alone over the
next five years. In addition to new construction, upgrading and main-
tenance of existing roads to an all-weather status should also .be en-
couraged and supported.

With regard to servicing the modern agriculture
sector, the present program underway is extending the paved. system into
the periphery, facilitating the internal transportation of sugar and
citrus exports to railheads at Phuyumo and Mlawula, and enabling the
export of timber and citrus frcm the Piggs Peak area to South Africa.

Although capital inputs required for the roads
program are largely met, donor assistance is needed to overcme a lack
of sufficient expertise and skilled wanpce .r*; develop a more camprehen-
sive statistical base for improved, planning; ugrade the equipment
maintenance capability of the Central Transportation Office ((MO);
and streng then the ministry's road maintenance and maintenance training
capability.

Raiway transport is also of significance to agri-
culture prod:uction in that export carmodities such as sugar, molasses,
woodpulp and fruit are transported by rail on the Ngwenya-Maputo line
for ult.nimte shipment. to world markets. Additional rail links now under
construction or proposed will also be significant with regard to future
agricultural development and particularly to the sugar industry. A spur
to a northern link now being considered ,ou.d be. able to service two of
Swaziland's major sugar mT<lls. The discussion of transport under "Mining"
below gives c93 .idance fc_ donor support in this erea.

6) Land Tenure

As noted in Section l% F, the land tenure question
is an extrcmiely sensitive and important one wit- respect to Swaziland's
long tern deveopDnnt, It is of particular significance to he extent
that it seres as a disincentive to producl-ion. The donor camlnity should
therefore be. prepared to assist the GOS with respect to studying alter-
native armr n ents to the present systaii characterized by non-Swazi
ownership of over 40 percent of the land and linited land availability
for a rapidly growing Swazi population.

• An Asses.c.nent of Techical Assistance Reguirem2nts for the Kinistry
of Works, Power and Ccrnumications," June, 1978, Mbabane, provides a

detailed list of the ministry's ngnxowr shortages.
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7) Oegazing

Another particularly delicate issue within the GOSand the donor ccmnunity is the overgrazing problem. As already noted,numerous approaches are being taken to address this problem - fatteningranches, SISA schemes, group ranches, etc. - but there is still doubt inthe minds of some G0S and donor officials whether these will be effective
enough in controlling thie problem. Again, the donors should be pre-pared to offer what assistance they can - research, attitudinal studies,surveys, etc. - should the GOS desire such aid towards further gaining
understanding of this problem. In the meantime, current programs includ-ing those indicated above and extension efforts should receive continuing
donor support.

8) Protection of Land Resource Base

Having a direct bearing on the expansion of pro-ductive capacity on Swazi Nation Land is the stability and productivity
of the land itself. With the highest cattle stocking rate per hectarein sub-Saharan Africa and one of the highest human population growth
rates, Swaziland's land resource base is progressively deteriorating at
an increasing rate as these pressures increase. To halt this trend, donor
assistance must continue to support C0S efforts to strengthen land use
planning and land development activities.

b. Industry

Swaziland's industrial sector is developing at an im-pressive pace. However, industrial development tends to be relatively
capital intensive and largely foreign owned. Recognizing this, the GOS
established the National Industrial Development Corporation (NIDC) andthe Small-Scale Enterprise Development Ccmpany (SEDCO) to promote the
growth of industries which are more attuned to Swaziland's long-term
interests. These institutions have attempted to encourage industrial
activities which create more jobs per unit of capital invested, maximize
the exploitation of irdigenous raw materials, increase the value-added
processing of local resources and increase Swazi participation in the
capitalization, control,and managenent of enterprises.

Donor assistance should be oriented towards strengthen-ing NIDC and SEDCO in order to promote the type of industrial growth anddevelopment just described. The following strategy is suggested:

1) institution Building

To strengthen NIDC and SEDCO's effectiveness, donorassistance should provide technical expertise,working capital and training
in the areas of investment prcrotion, marketing and export prcmotion,
finance, accounting and management. Training in the art of negotiating
with private foreign investors and the training of financial analysts areof particular importance. Technical assistance and training of this nature
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is essential if the GOS and donor connunity expect these institutions to
more effectively guide and promote industrial growth and development which
is appropriate to Swaziland's long-term interests and needs.

2) Product Identification Studies

Although a number of product identification studies
have been performned in recent years, the GOS finds then lacking in corm-
prehensiveness and believes they should be reexamined. Updates of these
studies as well as investigations into cther plausible ventures heretofore
not considered should be performed for both large and snall-scale enter-
prises. These should be undertaken to determine op-tinp n investnent and
manufacturing patterns relative to COS objectives to create jobs and pro-
mote growth.

3) Business and Technical Trainini

Business and teduical skills needed in the industrial
and manufacturing sector are criticail; lacking. Consideration should be
given to strength ening present instiLutions teaching business and technical
skills (SCOT, SE CO) and/or the creation of cn institution talaored to pro-
vide this badly needed resource. Alternative trainig prcograiTo s;h-uld be
developed which are c(-Trnnsurate with the level of need ard scale, of enter-
prise,

4) Industrial Estates

The iuavailability of industrial sites for sml-
scale enterprises is one of SEDCO's m jor problens. Upon ccmpleUor of
training, "graduates" c-ae expected to rnxne to other prraises in order that.
others may be trained. Due to the lack of fuy3ing to hcild other sites,
entrepreneurs do not move, This cre.ttes a xttleneck. wihich donors can
help break by providing modest infrastucture assistance to develop other
sites.

With respect to 3lJ-ger scale enterprises, assistance
is required to support the infrastnictural kveloqnent of the NcgTenya and
Nh langano -ndustrial estates. Thie N9aryo c ta~ e aiready has bas2,c infra-
structure and services installed as is i, ; the for the iron ore raining
opera Lions. Howevcr, with the ex-aust- ion t _ t rrc -ci:, _ly Gplor-sbe
ore deposits, the 9A-, places first prrority or,. an ;pandieg and pra)tJng .
continucd use of this estate for altcjnative usii-al! nanufactui ng
activities.. Of particular need at tLhtis is t-e construction of factory
shells to attract potential investors.

The ilangano cam[;-leY. lies outside the Mb,,abane-tbnzini
corridor, .and its development would prcote "depolarization" of induLstrial
activity in Swaziland. Proposals for developing other industrial sites
outside the Mbabane-Manzii-ii corridor should also receive donor considera-
tion.
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5) Quality Control Laboratoa

To establish product standards and maintain thequality and attractiveness of Swazi exports, donor support should be pro-vided for the establishment of a quality control laboratory. Laboratory
testing would apply to both large and small scale enterprise manufac-
tures.

6) Attitudinal Study

The lack of Swazi entrepreneurs is suspected bysome GOS officials to be linked to a negative Swazi attitude toward
business involvement. Historically, Swazis have been engaged in sub-sistence farming. Cattle raising is given high priority ard the ownership
of cattle is a symbol of success. It is hypothesized that the historical
conditioning of Swazi non-involvement in business han developed a negativeattitude of Swazis toward industrial activities, and white-owned and con-trolled enterprises dominate the economy of Swaziland. Surveys and analysisshould therefore be a part of the donor strategy to determine the extent to
which this impedes the developient of entrepreneurial talent and how such
attitudes can be changed.

7) Transport

Assistance needs identified under "agriculture-transport" are generally applicable to those with respect to transport insupport of industrial activities. This is because the latter are largely
agriculturally based. With an impressive main road construction program
already underway, donor emphasis might focus more on district roads forfuture programs. Such feeder rcads would serve to link newly developed in-dustrial estates into the modern ec-.ncny and thereby prcote decentralized
industrial growth.

c. Mining

Although minJig' s contribution to GDP has fallen fron72 percent in 1971 to 13 percent in 1978, the sector has very favorable
potential for expansion. Exploitation of large-scale coal deposits in theEastern Lowveld holds pronise for a significant increase in long-term ex-port earnings, diversification of de ex-port base, more job opportunities,
and more self-reliance for the nation Lcards meeting its energy needs.

1) Institutionc l. Support

While private foreign capital has traditionally beenthe major source of investment in this sector, the donor ccmmunity canoffer its support with assistance to the GOS Geological Survey Department.
This unit has been a catalyst for development of iron ore, coal deposits, andre-opening of goal and tin mines in the past and could continue thisrole in the future provided it continues to receive donor aid and attract
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cametent professional personnel. Assistance to the mining. sector shouldcontinue in the form of technical assistance to the Survey Departient and
the training of Swazi mining techniciansI engineers, geologists, and rnetal-
lurgist-s both at local institutions and aroad.

2) Transport

In addition to donor support for road development asdescribed above, railway and in an indirect sense civil aviation develop-
cent are of particular significance to the mining sector. Regarding rail-
way development, a 94 km southern link fran Phuyumo.ya to Golela on the
South African border will be completed in 1978. This link willperit the.
exploitation and- -- -- nt f c iRUi-chad's Bay. sTh- is desirable be-cause coal handling facilities at Richard's Bay are much more advanced than
those at Maputo.

In addition to this southern link, a northern link
in the northeast corner of Swaziland to the South African rail line to thenorth is also being considered. This line would connect with the southern
link thus permitting transhiptnent of South African traffic fran the Eastern
Transvaal through Swaziland to Richard's Bay. Moveover, assuming that ex-
tensive coal deposits in the northeastern area of Swaziland are ocamercial-
ly exploitable, a rail spur may be constructed to the mine site. This spur
would serve the Mhlume sugar mill and the third sugar mill as well as the
coal mine.

External assistance in support of railway develop-ment is required mainly with respect to technical assistance and training
at all skill levels to more effectively operate and maintain the rail lines.
These needs and recariended assistance are further defined in a Transmark
study of Swaziland Railways entitled "Swaziland Railway Development Study".

Civil aviation development is of significance to bothmineral and agricultural production in that the proposed site for a neq
international airport lies on top of extensive coal deposits and in an
ideal area for sugar cane production. Donors may be of same assistance in
determining the most rational approach to maximize benefits among these"ccmpeting" activities.

d. National Developent Planning and Donor Coordination

National development planning is mainly project-oriented,
performed largely on a sector by sector, ministry by ministry basis, and
lacks reliable data and sufficient analysis fram a macro-econcmic perspective.
Cross-sectoral input-output analysis, the application of linear programming
techniques, and studies indicating the foreign exchange costs, recurrent
costs and revenue generation implications of projects are needed. The
collection of statistical data and training of planning officers to permit
more analytical development planning are also required. The GOS and donor
community should give this area high priority to ensure that developaeent
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resources are optimized in terms of growth and national objectives.

2. Reduce the Sharp Inccme Disparity and Econamic Dualism thatPresently Characterizes the Country's Econanic Structure

To reduce the sharp duality of the econcmic structure, ex-ternal assistance should be targeted primarily towards the 70 percent ofthe population engaged in traditional agriculture and the urban poor. Thestrategy should emphasize 1) the calmercialization of traditional agri-culture; 2) the pracotion of small and large-scale labor-intensive enter-prises; and 3) the development of manpower skills required to increaselabor force productivity and achieve greater Swazi participation in themodernization of agriculture and industry.

a. Rural Develcxient
The GOS' primary instrument of rural development is theRDA program. The allocation of GOS and donor resources to this programoffers the best opportunity to help ameliorate the sharp duality that existsin the agriculture sector. Priority areas for support have already beenidentified in the above discussion related to prcmoting econamic growth.

b. Small-Scale Enterprise

Small-scale enterprise should be strongly supported bythe donor carmmnity as small entrepreneurs often came frcm the poor classand hire enployees fram the less advantaged populace as well. These enter-prises require much less capitalization and infrastructure support and aregenerally suited for establishment in rural areas outside of "polarized"industrial centers. Resource linkages are usually stronger than is thecase with large-scale enterprises. Small-scale enterprises can supply lightconsumer goods to the rural populace and serve as an outlet for enterpris-ing farmers to earn extra incane and gain employment during crop cycles.Small businesses which have successfully been established include handi-crafts, ceramics, furniture, clothing, leather products, and light engineer-ing. Specific areas in which small-scale enterprises can be. supported arealso noted in the above discussion related to growth.

c. Human Resource Development-Education

Education and human resource development represent themajor keys to integrating more Swazis into the modern sector growth process.Since independence, the GOS has recognized that the country's educationcurriculum is ill-suited to the technical needs of a developing society.Yet, because of the years of experinmeantation required, progress in this re-gard has been painfully slow. External assistance should be directed to-wards helping the GCOS overcame this core problem if efficient and effectiveparticipation of Swazis in the process of development is to be expected.There appears to be no area which is more basic and crucial to the reductionof incame disparities than this. It should receive major anphasis andhighest priority fram the GOS and donor ccauunity.
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While =ch remains to be done with regard to curriculum
improvement, the GOS has also made notorhy progress in recent years to
add greater technical content to its overall education program. For example,
technical subjects including hane econanics, woodworking, metalworking,
drawing, and agriculture have been introduced into 41 of the country's 400
primary schools and 32 of its 80 secondary schools. There are two school
programs teaching agriculture; one is very basic teaching children how to
grow vegetable gardens (300 schools); the other is more advanced (41 schools).
The GOS is gradually introducing these technical subjects to m .re and more
schools, about 3 per year, as resources-and teacher training permit.

Outside the formal education system, technical training
is-being prcxroted through the establishift -E of Vocatioial Trainin Centers
(VTC I's) and Rural Education Centers (RIG 's). Teachers are now being trained
to staff two pilot VIC's being established in Vuvulane and Entf9r ni to
teach core vocational skills in agriculture, farm machinery, building con-

.struction, and metalworking. At the less formal level, the Rural Education
Centers will teach such subjects as sewing, woodwrking, and machinery and
auto repair. Basic academic training for adults is also offered. Seven
RTC's have been established and donor assistance is now being sought to
expand the system to twenty.

Technical and vocational training at its highest level is
provided by the Swaziland College of Technology (SCOT). Although SCOT has
a good program, the GOS believes technical training at more advanced levels
is still needed. Suggestions have been made that a study be done to de-
termined an appropriate curriculum and whether the SCOT program should be
expanded or a new institution established.

In view of Swaziland's present and long term needs for a
more technically skilled labor force, programs such as those described above
should be encouraged and supported by the donor ccnmunity. Other areas in
need of assistance are:

Teacher Training - the growth in Swaziland's school system
has far outpaced the nation's capacity to supply it with adequately trained
teachers. Support is required to train additional teaching staff as well as
upgrade the qualifications of the existing one.

Planning - the MOE's planning section is understaffed and
in need of technical assistance and training for counterparts.

Special Studies - The MOE has indicatedareas in which special
studies would be of significant assistance to its future programing. One
would examine the primary-secondary curriculum program as a system rather than
a structure - at present, the progression from the primary to secondary level
is not well designed. Other studies would determine the opportunities for
improving business and management skills training and the establishment of
farmer trai-ning centers.
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3. Reduce the Population Growth Rate which is anong the
Highest in the World

As in many nations, family planning (FP) programs de-signed to reduce the population growth rate are controversial in Swazi-
land and have not been fully accepted. To date, programs do exist butare viewed as a means of improving the health care of mothers rather
than specifically limiting population growth. However, a number ofprivate FP associations have been established and FP concepts are be-
ing introduced through the Ministry of Agriculture's Better FamilyLiving program. Moreover, some GOS officials feel that a soon to bereleased demographic study will have a marked effect towards gaining
greater awareness and understanding of the impact that rapid population
growth will have on Swaziland's long term development.

Thus, although the GOS is yet prepared to launch majorpopulation control programs, the climate for such efforts are likely
to change over the next few years and donors should be prepared to
respond. Assistance should take the form of studies to better under-stand attitudes toward FP and how to approach them; comprehensive
education programs which recognize sociological and attitudinal con-straints; and necessary technical, training, and ccmmodity aid to
launch effective programs.

4. Increase Employment Opportunities to Meet Projected
Future Needs

With the exception of university graduates, recent man-power studies indicate there will be a serious excess supply of labor
over the next ten years. Increased unemployment of educated manpowerat the primary and secondary levels is expected to continue as a
serious problem in rarticular.

The otudies further indicate that the labor supplywill increase by abou. 7,002) per year, but only about 3,000 of thesewill be able to find a'iployment in the formal sector. A small minor-ity will find jobs in t2:e informal sector of small markets, traders, andproducers, but the bulk of the renainder will have to work in the tra-
ditional sector. Migratory labor to the RSA is more likely to fallthan rise in view of RSA policies to use more capital-intersive miningtechnology anid make rining iiore attractive to South African nationals.

In view of this scenario, job creation should be a
major focal point of the develogprent strategy. Emphasis should beplaced on supporting labor-intensive activities and on further
orienting educational programs to better satisfy the technical needsof the nation. In the ndern industrial sector, assistance should
support the strengthening of NIDC's capability to channel private in-vestment into more labor-intensive industries. Likewise, SEDCO shouldreceive strong support to encourage further development of small scale
enterprise.
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Assuming the modern sector can employ roughly half ofthe new labor force entrants, GOS and external assistance should con-
centrate resources on employment possibilities for the remainder who
must find work in the informal and traditional sectors. GOS and
donors should focus on promoting the comrcialization of traditional
agriculture such that small-scale cash farming offers an alternative
to unemployment in the urban areas. TIoking at trade statistics,
there exists a range of higher value cash crops that could be supplied
by Swazi farmers that are now imported. Morover, prolonged food
deficits are anticipated in Mozambique and Swazi farmers could find
attractive export potential if trade agreements could be negotiated.

a. The RDA Program

By the end of 1983, the RDA program will be ex-
tended to cover 60 percent of .Swa2i Nation Land and 190,00 people or
about 40 percent of the total population. This program thus offers
the greatest potential for erployment generation if actively pramoted.
Those components of the RDA program which should receive priority
attention are noted in the above discussion related to growth.

b. Industry

Investment relating to both large and small-scale
enterprise is appropriate if such enterprises are labor intensive and
are in Swaziland's long-tem interests, In general, though, small-
scale enterprises tend to be more labor-intensive, cmploy more labor
per unit of capital invested, and are suitfd for rural as well as
urban areas. External investnent should therefore mainly support
smnall-scale enterprises which private investors generally shun. The
basic approach donors should take to prarote the develop-nent of small-
scale enterprises is outlined in section VII b above.

c. Education

Swaziland s formal education system must be re--
oriented to the technical needs of its society in order that job skills
match job requiirenents. In addition to assisting the 0OS -in redesign-
ing prima-ry and secondary school cu.-;i.culisn, support should be given
to the strengthening of those in-titutions teaching aricuitural
sciences, technical and business ski] is, and vocational trades.

5. Increase the CounLrsjSlf--Rdiance

As is the case with most black ruied countries in the
Southern Africa region, Swaziland is heavily dependent upon ex-
patriates and its relations with the R-)A and Mozambique to maintain
and promote its econcmic growth and developnent (see sections II and
IV). Given its lack of resources at independence, the country has in
most instances wisely sought the assistance of others, public and
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private, to aid it in its development and its efforts to become irore
self-sufficient. Nevertheless, its dependence on others is still
significant throughout the econcoy.

To achieve a greater degree of self-reliance over the
next several years, the GOS will impose stricter measures to "localize"
the control and management of productive enterprises in the private
sector; continue its program to upgrade and localize the administrative
capacity of the GOS; prcmote investments aryd programs to lessen its
reliance on external sources of goods and services; and seek a wider
diversification of external economic relations.

Donor assistance can support these efforts as follows:

a. Localization

By 1983, the GOS ais to localize half of the
positions now held by expatriates in the private sector and virtually
all government posts. This program could be supported by 1) ensuring
that the training of Swazi counterpart technicians is an integral and
key ccnponent of technical assistance activities; 2) assisting local
educational institutions that teach agricultural sciences, business
and technical skills, and other disciplines in high demand; and 3)
supporting primary and secondary school curriculum reform to ensure a
continuing long-run supply of professional and technical skills needed
to design, implement and control develognent programs.

b. Maize Production

Although Swazilaid has the production potential to
meet its maize requirements, it mLst ncw import 25,000 tons anually.
The GOS and donors supporting the fDA progjram should provide the
necessary incentives and extension progruns to ensure that maize pro-
duction is maintained and increased as traditional farmers make the
transition to ccmmercialized agriculturn. raioting the use of the
higher yielding varieties of hybrid maize should make this possible.
Less land will be available relative to population increase and the
higher yielding varieties of hybrid maize should allow concentration
of small farm fcod production with correspondingly larger areas going
into cash crops.

c. Eeg

The excpioitation of Swaziland's newly discovered
coal deposits will contribute towards self-reliance by 1) diversify-
ing the export base which is now basically ccaposed of sugar and
forestry products; 2) providing a dcmestic source of energy for its
industrial sector; and 3) offering alternative cmiployment for imigrant
workers should job opportunities in the RSA be reduced. In addition
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increased output of coal is required to fuel the planned thermal power
plant which will permit Swaziland to satisfy 100 percent of its elec-
tricity requtirements. Exploitation of these deposits is being assist-
ed by financing the railway link to Golela. Further assistance in
roads and other supporting activities will also contribute to the
development and ccamercialization of livestock and crop production in
the area. In view of the shortage of Swazi mining technicians, scholar-
ships to train Swazi in appropriate mining disciplines might also be
supported by the donor ccmiunity.

While the private sector can be primarily relied
upon to support the exploitation of the coal deposits, donor emphasis
in the energy field should focus on GOS' initiatives to find alterna-
tive renewable energy sources for village level use. As this is still
in its early stages of development in both the Third World and the
industrialized world, assistance should concentrate on pilot projects
to determine technologies which are culturally and econcntically ac-
ceptable.

d. Dcmestic Resources for Develoe2 nt

In view of the COS heavy dependence upon SACU re-
venues, donors might also assist the GOS :Ln 1) exploring ways in which
the dcmestic tax base might be expanded; 2) examining the appropri-
ateness and effectiveness of current tax laws; 3) improving tax ad-
ministration; and 4) upgrading GSC negotiating skills to maximize tax
concessions -when bargaining with private investors financing large-
scale enterprises. This will not only make Swaziland less reliant
upon the RSA but also of concessional resources as the econamy beccmes
more capable of financing its rcxn develognent.

e. Export Prciotion

Technical assistance to strengthen the GOS' ex-
port prcimotion program and diversify its export base and markets should
be supported by the donor cunlmnity. In particular, an Export Pro-
motion Bureau is now being established and assistance should be
targeted towards developing this into an effectivu institution.

6. Support GDS Programs Catering to the Basic Human Needs
of the Society

As already noted, social justice and improvement in
Swazi living standards are major ainms of the GOS national plan. More-
over, in recent years, this has became a principal objective of many
bilateral and multilateral donor agencies.
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Planning a BHN strategy requires careful considerationof their financial implications as BHN programs often entail high re-current costs and long-term returns. Therefore, GOS and donor develop-ment portfolJos should include an appropriate balance of revenue andnon-revenue producing projects to make larger unit programs financial-ly viable. Comprehensive national development planning is essentialto designing such a portfolio. In planning a BHN program, thefollowing BHN activities should be taken into consideration:

a. Food - Nutrition

Maize is the staple food crop of the Swazi peopleand represents 80 percent of total agricultural output on SNL farms.Although Swaziland has generally been self-sufficient in maize pro-duction in the past, it has had to import about 25,000 tons annuallyin recent years to satisfy dcnestic demand.

To ensure a ready availability of this basic foodcrop in the future, donor assistance should support increased pro-duction through the RDA Program. As has been noted above, the transi-tion to cash-cropping and caiIercial agriculture must not be accxn-plished at the sacrifice of reduced output in the country's main food
crop.

In addition to maize, the GOS and donors should con-tinue to encourage small holder production of vegetables for home con-simption in order to achieve a more balanced diet. Support of GOSefforts to strengthen the research center, marketing system, and ex-tension services are believed to be the most appropriate means for
acoamplishing these objectives.

b. Health Services

The provision of health services not only improvesthe ovexall well-being of socieLy, but directly contributes to itsproductivity through the availability of an alert and energetic laborforce. A number of areas requiring development aid are indicatedbelow. Of those, the upgrading of mental health care and the develop-ment of management and data systems are most lacking with respect todonor assistance at this time.

1) Mental llealtUi

Present mental health treatment facilities andstaffing are badly in need of support. Donors should assist the GDSin developing a specific mental health program including:

-- renovation/new construction of decentralizedin-patient facilities including construction of a new smaller facilityat the St. George's Barracks site. Emrphasis at the outlying siteswould be on hce care and expansion of the type out-patient maintenancealready existing in the mental hospital. Integration of traditional
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healers in the treatment program should be developed within the con-
text of an overall mental health program strategy;

-- identification of short and long-term trainingneeds;

- review of the mental health impact on the
current national development pattern and approaches to primary pre-
vention in the context of national development strategies.

2) Health Personnel

Assistance is required in training health
assistants, health inspectors- an2 nurses and Swazi physicians in a
minimum number of basic specialties. Concurrent with the expansion of
health personnel, support should be given to training of Swazi trainers
and supervisor, personnel to ensure their long-term availability and
most effective use. With regard to nurse training, In particular, in-
service training and the modification of curriculums in existing nurs-
ing schools is required to expand skills and better adapt ki lls to
needs.

3) Architecture of Health Facilities

It is recmmended that one or two architects
with backgrounds in the design/renovation of low-cost health facil-
ities in ccmpany with a health professional familiar with clinic and
hospital operations visit Swaziland to assess architectural training
needs and assist the Ministry of Lublic Works and the Ministry of
Health in the architectural review of the following:

-- rural housing such that tanperature excesses
and dampness can be better controlled;

- the existing District Hospital in regard to
renovation/new construction to accaffplish decentralized mental health
programs;

- clinics for new construction in regard to
functional lay-out, construction materials and capital construction; and

-- capital support may be necessary to build
small outposts for same categories of frontline u.rkers; consultation
with the Ministry is required to detemnine need for and possible de-
sign of such outposts.

4) Central Laboratory

The Central Laboratory is understaffed and under-
equipped. Consideration should be given to renovating and expanding
the facility, providing supplies and equipment, and training adequate
staff.
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5) Central Public Health Library

A central public health library directed toconcerns such as environmental health, food and drug issues, medicaladministration and health planning in LDC's should be established inthe future. Basic medical texts and journals as well as cassettetapes for continuing education are needed to cover the areas of basicmedical sciences and specialties, public health, preventive medicine
and mental health.

6) Management and Data Systems

Supporting programs in the following areas are
recamended:

-- vital and health statistics;
-- public health and medical care output

statistics, e.g., utilization, efficiency;
and
management methods in regard to budget and
personnel, and relationship of resources
supplied to output produced to ultimate re-
sults achieved.

c. Water Supply and Sanitation

The GOS should begin preparing and implementingcomprehensive programs for the developnent, protection, and maintenance
of safe and adequate water supplies for both the RDAs and non-RDA ruralareas. With regard to the RDAs, in particular, a major incentive inthe resettlement program is the availability of water. An adequatewater supply is essential not only to improve the health status of theSwazi people, but to promote resettlement and major agricultural
development programs as well.

To prevent contamination of local water supplies,donor assistance should also be provided to assure that human wastefacilities are properly designed, constructed, and situated. Thisassistance should include the provision of supplies for constructionand on-site local technical assistance to assure that design goals are
met.

d. Housing

A recent shelter sector survey of Swaziland foundthat 19 percent of urban households are without a source of treatedwater, 16 percent without a toilet or pit latrine, and that 53 percentare constructed of partially durable or non-durable materials. Forrural households, these figures are 89 percent, 83 percent and 90 per-
cent respectively.
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In addition to the need of upgrading the present
shelter stock, the survey projects that over the five year period to
1983, 11,000 new urban households will require shelter, utilities and
sane form of secure tenure. This compares with about 6,000 new hcne-
steads that will be build in rural areas.

As in the past, it is expected that the informal
sector will supply the-bulk of future housing needs. The current
capacity of formal housing construction is only about 500 units per
year. Unless more appropriate policies are fornlated and action pro-
grams are implemented to direct f-.tre shelter derelopment, the in-
formal sector will continue to solve shelter problems on its own
terms endangering both public health and the orderly development of
urban areas,

Swaziland thus faces a critical juncture at this
stage of its history as to the guidance of shelter development and
settlement patterns. Despite the increase in urbanization and in self-
built squatter housing, the country is in a favorable position to deal
with these problems. It has a relatively diversified economy based on
natural resource exploitation, a decentralized pattern of urban settle-
ment with no primate city, a naticnal, policy emphasis on rural area im-
provement, ,and an array of institutions responsible for housing and
infrastruct.re, These institutions include planning, financing, and
implementing agencies: governmental, p-rastatal and arms of the
traditional Swazi Nation.

At the same time, Saziland faces serious con-
straints in gearing up this institutional structure for the increased
scale of effort demanded by acceleratu-d riral-urban migration. No
policy framework exists for shelter prcxjrams or for addressing sexious
issues of land tenure, land availability, utalities pricing, subsidies,
and shelter finance. No spatial development polioy exists to re-
inforce the present decentralized settlefnent pattern. All of the in-
formal publicly-sponsored shelter proxhiction efforts are at a scale
too small to meet shelter needs. to achieve constriuction econamies, or
to capi talize on thae on-the-]ob--creating capability of the construction
secl.or,

Assuming the GOS will deal with these constraints
and shelter sector issues ratJer ttan ptmi.t present trends continue,.
there re a number of opportuities for donor assistance as follows:

1) Spatial Dcvelo~ent Polic "

It was concluded Jn the "Swaziland Shelter
Sector Assessment" of July 1978 that of all constraints identified,
the summary issue was the absence of a caquprehensive housing policy.
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It is therefore strongly recnmended that donor technical assistance
by provided to assist the GDS in formulating a spatial development
policy as a part of national economic planning. This policy would set
population and development targets by regions and urban areas and
would identify packages of public and private investment to assist
in achieving tb e targets.

If government establishes a pollcy-fomvilation
mechinism over the next two years, skilled foreign ad,-isers in such
fields as housing and development economics, law, land use planning
could assist in this activity. A recently prepared Shelter Sector
Assessment under AID sponsorship will provide much of the necessary
data base for such a policy-making effort. It is proposed that respon-
sibilities for this be placed in the office of Economic Planning in the
Prime Ministry.

2) National Housing Policy

Foreign donor assistance is further reconrnded
to assist in the formulation of a comprehensive National Housing Policy
which should be handled by an interministerial task force with partici-
pation by Swazi Nation and private sector institutions chaired by the
Office of Economic Planning. This task force would review and hope-
fully resolve such issues as: the need for housing by income levels
and ccnriunities; capital requirements for shelter provision and the
role of various sectors and agencies in meeting needs; subsidy questions;
utilities pricing; expanded capability for financial institutions; land
availability; housing investment in rural development- possible insti-
tutional and legislative changes- and possible roles for external
assistance in shelter developnent. An 18 month period is proposed for
preparation of a draft policy document for governmental review.

3) Shelter Production

International agencies can assist in increasing
the scale of shelter production for lcq inccme families. Specific pro-
posals *have been made for self-help, sites and services, squatter
upgrading and mixed income development utilizing existing institutions.
Once sufficient land has been assembled, the potential scale of pro-
duction can be considerably greater than Swaziland has experienced be-
fore. International financial and technical assistance may be needed;
for example, shelter loans (through the World Bank or the AID Housing
Guarantee Program), loans for infrastructure and services, grants for
ccrm nity facilities, and technical support in organizing a greater
Swazi production and management capacity.

4) Advisors and Counterpart Training

Major increases in skilled personnel are essential if
Swaziland is to successfully increase the scale of shelter production
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in its urban areas. Part of the need can be filled in the short run
by increasing the number of foreign advisors to key agencies such asthe Planning Office, the Housing Unit, and the Community Development
Office of the Ministry of Local Administration. Howver, any deploy-
ment of expatriate advisors should be coupled with explicit require-
ments for counterpart personnel; and the advisors should have a clear-
ly stipuilated training role in relation to these counterparts. This is
the only effective manner in which a ccmplenent of Swazi personnel can
be provided to key agencies in the short vunr

Longer texm efforts will require identifyingthe scale of personnel need and the institutions, both Swazi and foreign,
able to provide training in fields ranging frcm architecture to finan-
cial managrerent. In addition, to provide a well qualified pool of
counterpart traLnees, the GDS believuws it is essential that an inter-mediate level training center be established for technicians above thelevel of SCOT and under the level of iunider3iity graduates (for surveyors,
assistant architects, assistant quantity -surveyors, clerk of works,
housing niaagers, etc.)

5) Rural Shelter and Services

A fifth area for intern{Utional assistance isin rural sheller and services. Although Swaziland has major commit-
ments to impruing rural agricultural productivity, there is no activitydirected towards bettering the characLer and. qaality of rural housing.
Perhaps u-ore than many other- countries in the region, Saziland has an
opportunity to retard rural -urban ri9ration through improving settle-ment conditions within rural areas. The actual housing or homestead
unit itself, and its accessibility Lo services (especially potable
water) thus becomes an appropriate tarcet for both gove-rnmntal and.international assistance. Such assistance could supplenent presffntly-
cariutted efforts, including those of the World Ba-Lk and AID. It couldccne in the form of loans for materials, gradtnq and site preparation
for resettled families, technical as. .istance in construction, organiza-
tion or cooperatives and other techiJqucs

6) Buildi-na Mkaterial ! rdustiy

With the iirplu_]-ctation of" makjor housing pro-grams, further develolxnent of the Lc2al building materials industry will
be required. This could provide oportunities for sanal businesses
in both urban and rural areas. Donors should support the development
of this industry through feasibility studies, financial assistance, and
the training of managers and production worker.

7. Expand the Nation's Absorptive Capacity for Develop-
ment Assistance

In addition to assisting the GOS in prcmoting economic
development, this strategy seeks to help the G) expands i
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capacity for development and external assistance as well. Toward thisend, the GOS and donors should emphasize 1) human resource devejopmentto provide more and better qualified training counterparts in develop-ment assistance programs and the economy at large; 2) prudent programand financial planning giving due col sideration to recurrent budget,foreign exchange, and debt implications such that future financial
con.straints arc avoided; and 3) well planned physical infrastructuredevelopment ideally in accordance with a national long-range planidentifying cross-sectoral linkages and a spatial development policypermitting broad participation of the populace in development. Dis-cussions in the context of the other strategy objectives with respectto human resource development, national development planning, tax ad-ministration (revenues for development), export promotion (foreign ex-change for development), and physical infrastructure development
(transport, industrial estates, housing) are applicable here as well.

VIII. Regional Development Opportunities

Sharing three-fourths of its border with the RSA and one-fourthwith the People's Republic of Mozambique, Swaziland has only limitedopportunities for participation in region-wide projects involving othermajority-ruled states. Nevertheless, there are a number of possibil-ities identified below v~ohich appear worthy of consideration for regional
cooperation.

East and Southern African Preferential Trade Area

At a meeting of the EXA MULPOC group in Lusaka in March, asouthern Africa preferential trade area was prepared. Under thisarrangement, countries would seek to reduce trade barriers within theregion and promote interregional trade. Nine of 17 countries, includ-ing Swaziland, have already signed an agreement to further study theestablishment of such an arrangement and four other countries are still
giving the proposal serious consideration.

Swaziland will host another round of discussions among the in-terested parties in November 1978. The major consideration impinging
on Swaziland's membership in he trade area pact will be the comparative
costs and benefits hetween it and Swaziland's current SACU arrangements.

Swaziland-Mozambique Trade

Although Mozambique was not a signatory to the above trade areaproposal, long-term opportunities for expanding trade with Mozambiqueappear favorable. A trade treaty expressing the intent of both countriesto expand trade has already been signed and Swaziland exported beeftotalling El.2 million in 1977. Mozanbique would also like to importpotatoes and rice frcrn Swaziland but Swaziland!s production capacity can-not yet meet this demand. Mozambique's limited foreign exchange re-serves are a limiLiniu Lrade constraint at this time as well.
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Despite these constraints, both countries are well endowed with
resources which permit the diversification of their manufacturing and
export base, and the long-term possibilities for further expanding
trade should be promoted. This is particularly true in agriculture
where anticipated long-term deficits in Mozambique provides an attrac-
tive market for Swazi farmers.

Swaziland-Mozambiq e Railway

Vital to the shipment of Swaziland's export caroodities to over-
seas market is the efficient operation of the rail link to Maputo in
Mozambique, Since the departure of the Portuguese, the RSA has assist-
ed in maintaining the operation of the line as well as the port itself.
Services still are not as efficient as desired, and donor consideration
should be given to prcmoting and supporting joint Swazi-Mozaapbique
efforts to up-grade managent of the line. The possibilities for ex-
panding railroad training facilities within east and southern Africa
might also be explored in this regard, it is reported that Swazi rail
personnel will undergo trariniig at the mczarnbique Railway training
center at imhambane as part of an 1EB2 togional project.

Animal Disease Control

RecognizLng the social s1iqificancc_ and potential for the cn-
mercialization of livestock production in Swaziland, joint animal health
projects with P~bzanibique to control small diseases such as hoof and
nKouth disease, rinderpest, and trypanoscviiasjs appear worthy of GCOS and
donor consideration. Cooperation with the regional center for tick-
borne diseases to be established in Malawi also offers pranise of bene-
fits through regional cooperation.

Training

Opportunities which present themselves for expanded regional
training include 1) training in mining techno].o -y at the Depatrtmnt nf
Mines at the Univarsity of Zambia. and 2) telecununications training
for middle-level technical and supervisory oCrsonnel at the center in
Blantyre - advance training is provided in Kenya.

IR.v;earch

The overstocking of cattle and resulting deterioration of the
land base is a major py.oblem ccimyan to the cattle-oriented countries of
southern Africa. This appears to be an area in which regional coopera-
tion in research adn experirentation should be further pronoted. Other
areas of caitnon iriverest might include dryland crop research, farming
systemns research, appropriate technology (such as the Tinkabi tractor),
and soil and. watex conservation.
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IX. Conclusions

A. Development Dynamics and Strategy Implications

Reflecting upon the strategy outlined above, one readily be-
comes aware of the dynamics of development occurring in Swaziland.
These dynamics take basically two dimensions: the rural-urban migra-
tion which appears to be inevitable in Swaziland as in most developing
nations; and the arduous transition that the nation is making from a
traditional to a modern technological society. These dynamics carry
important implications with respect to the approach the donor community
should take towards implementing the above strategy.

First, in view of the rapid urbanization occurring in Swaziland
and the need to generate employment, donor emphasis should be
appropriately balanced between assistance to rural and urban areas.
Often the tendency among development agencies is to largely direct
assistance to rural areas where indeed the majority of people in
greatest need of assistance is found. Moreover, the focus is generally
on subsistence or traditional sector agriculture. But as the subsistance-
level farmers' living standards and aspirations rise, many will seek
further advancement by developing larger, more efficient farm produc-
tion units, or seek wage employment in agri-business and urban sector
activities. Thus, the role cfdevelopment assistance should be one of
lifting the poor out of poverty and ultimately moving them into the
mainstream of modern economic development as indicated above. To
accomplish this, development assistance must be broad enough in its
approach to encompass this entire transition path from the rural to
urban sectors and within the sectors themselves.

In Swaziland, such an approach is particularly relevant. Com-
pared to many African countries, the industrialization and urbanization
process is moving at a fast pace. The urban areas are the.most
rapidly growing areas in the country, and the Mbabane-Manzini core
region surpasses the rest of the nation in its growth rate*. Thus,
external assistance should be balanced (as suggested by the strategy
outlined above) to address the needs of both the rural and urban sectors
and to help them along the transition path to modern development. This
calls for relatively greater emphasis on urban and industrial sector
development than has been given in recent years. As already noted,
employment generation and housing are the areas in greatest need of
attention and support.

* The average urban growth rate for Swaziland is 6 percent per year com-
pared to 3 percent in the rural areas.



-70-

The second dimension to the dynamics of development in Swazi-
land, the traditional-modern society transition, also carries with it
important implications with respect to implementing the donor strategy.
These relate to the pace at which the strategy can be implemented
rather than its overall comprehensiveness. Considering the array of
development activities suggested by the above strategy, it becomes ob-
vious that certain constraints - population growth, land tenure, and
cattle overstocking for example - will require much longer time to
tackle and overcome than others. This is because they are more deep-
seated in Swazi tradition than others and require a timetable for
change best determined by the nation's committment to change and the
evolutionary process of change itself.

Recognizing the "growth pains" of this transition, the donor
community should therefore encourage further discussion, contemplation,
and development of strategies to respond to these more formidable
challenges while at the same time staying in tune with the pace of
change established by the GOS and Swazi society. Ultimately, though,
the most critical factor affecting the pace at which the donor strategy
can be implemented is the GOS' own conception of what is required to
achieve the type of society believed to be most desirable for the
Swazi Nation 20 years hence and beyond. Comprehensive long-term
national development planning again arises as a key ingredient toward
reaching this end and determining the pace of change necessary to
achieve national development objectives.

B. Strategy Priorities

Condensing the strategy outlined above down to those areas
deserving of highest priority, two clearly stand out most prominently.
These are national development planning and human resources development.
The GOS planning function is very weak and planning at both the central
and ministerial levels must be significantly strengthened. Such
planning and interministerial coordination can provide the guiding
framework through which development problems are identified and
analyzed, and through which strategies can be formulated into an in-
tegrated development approach. More sophisticated long range planning
(10-20 years) and intermediate range planning (5 years) are also
necessary recognizing the time required for change and development to
occur.

While better planning assists in providing direction, human
resources development is required to provide the capacity for develop-
ment. Throughout the strategy outlined above the most common thread
of need was the development of Swaziland's human resources. This is
required to increase productivity on the farm and in the factory,
localize public and private sector control and management of the
economy, and thereby improve the welfare of the individual and Swazi
society as a whole. This is the most fundamental and recurrent con-
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straint in Swaziland today and for the foreseeable future.It should
therefore receive highest priority from the donor community and
serve as the centerpiece of the overall development strategy.
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