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Executive Summary
 

The purpose of this document is to examine the 
past and present role of the private sector in the 
economy of the Kingdom of Swaziland and, in so 
doing, highlight areas that offer potential for future 
growth for the private sector or that may constrain 
future growth. it also provides accurate informa-
tion for potential investors, who are welcomed by 
the Swazi people as partners in their nation's 
growth. 

Swaziland's Economy and the 
Private Sector 

four dconsumption patterns - the private sector itself canihe Swaziland economy has defining 

* 	A specializedeconomy in which much of the 
activity is either directly related to ordependtys onither gdsy prued bythedepends 	 oon the goods produced by theagriculture or forestry sectors. 

" 	 An open economy in that the small scale of its 
domestic market means that much of what is 
produced locally finds its way into externalmarkets. 

* 	A free-market economy in which the direct 
role of the government in the economy is 
limited. 

* 	A dualistic economy with a modern sector 
(where most of the production for he 
market originates) and a traditional sector 
(where most of the people produce for their 
own consumption). 

In 1986, the last year for which sufficiently 
detailed data are available, the private sector 
contributed 57 percent of the Swazi GDP, 
parastatals (state-owned enterprises) 7 percent, 
and government services approximately 22 per-
cent. A Swazi development agency, Tibiyo Taka 
Ngwane, contributed the balance of approximately 
14 percent through its private sector and parastatal 
holdings. 

Major conlributors to the private sector's share 
of the Swazi GDP are agriculture (24.7 percent of 

the GDP in 1986; 26.1 percent when forestry is 
included) and manufacturing (23.5 percent). The 
private sector is also a major contributor to 
government revenue and direct investment. In the 
1985-86 to 1987-88 period, company tax revenue 
almost trebled in value, rising from E24.4 million 
to E73 million. 

Small Firms In the 

Private Sector 
Just as there are two Swazi economies - modem 
and traditional, each with its own production and 

also be divided into at least two distinct sets of 
actors: the private sector of the large firms and thatof the smaller firms. 

Small firms have a number of distinct characteris­tis
tics:

* 	 Ownership. The majority of 	 the smail 
business enterprises are owned by Swazi 
women. 

6 	 LaborMir. Smaller firms are more likely to
employ female labor. They are more likely 
to employ Swazi in all skill categories than 
are the large firms. 

o 	 Experience. In general, smaller firms have 
less business experience than the larger 
companies. 

* 	Marketingand Demand. Smaller businesses 
have difficulty improving sales volume, 
primarily due to difficulty in getting prod­
ucts to the market and a lack of adequate 
market information. 

*'Access 	 to Production Inputs. Small 
businesses are more likely to experience 
difficulty in accessing raw materials, due 
primarily to difficulty in obtaining financing 
and transport. 
OrganizationalInfrastructure. In gene,.,, 
small firms do not belong to business 

associations, and there is very little contact 
between large firms and the smaller firms. 
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Trends In Private Sector 

Development 

Manufacturing and commercial agriculture have 
been the engines ofprivate sector growth in Swaziland 
over the last 20years. Most of the growth in recent 
years has come from manufacturing. Conversely, 
mining, which served as the engine for growth in 
the early post-independence period, has declined 
considerably in importance. 

The private sector is the largest formal sector 
employer, although its relative importance has 
declined slightly. 70 percent of wage jobs are in the. 
private sector and job creation has averaged 3.5 
percent annually since independence. Rapid 
growth in the labor force and increasing capital 
intensity have, however, limited the private sector's 
ability to create jobs fast enough to meet rising 
demands for employment. 

Most oft'!e growth in the private sector has conie 
from the larger, foreign-owned firms. Since the 
earliest post-indepcndence days, most of the 
economic activity in the private sector has been in 
the hands of large, forcign-owned companies. 
Local entrepreneurs have only recently begun to 
appear; the bulk of locally owned firms tend to be 
snmall and fairly inexperienced. 

The Government 

and Public Policy 


The dualism that characterizes the Swazi economy 
extends It)the structures of the government, where 
Western concepts and the traditional Swazi system 
operate side by side. The monarch is Hea;d ofState 
and governs modern-day Swaziland inconsultation 
with a cabinet and bicameral parliament. At the 
same time, the King is adviscd by a council of 
elders. The Swazi National Council, made up of all 
adult Swazi, is covened by the King to advise on 
matters of national importance. 

The government's direct role in the economy has 
traditionally been limited. Average government 
expenditures as a proportion of GDP since 1977 
have been about 35 percent. Swaziland's govern-
ment cxpenCiture has been consistently lower than 
most of the other countries in the region. 

The government sees one of its roles as that of 
promoting development. To this end it has adopt-
ed a policy of providing an environment in which 
the private sector can operate. In addition, the 
government provides equity and investment capital 
through a variety of development agencies. The 
Swaziland Industrial Development Company Lim-
ited (SIDC) is the main development agency. In 
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addition, two institutions unique to Swaziland,
Tibiyo Taka Ngwane and Tisuka Taka Ngwane,
which were established to meet the needs of the 
traditional groups in the modern western economy,assist in economic and social development by 
investing in projects deemed to be of bei efit to the 
nation. 

Why Conduct 3usiness
 

In Swaziland? 

The business climate has generally been perceived 
as very favorable by entrepreneurs operating in 
Swaziland. A number of key policies foster and 
facilitate private sector growth and expansion: 

Access to Varied and 'ell-DevelopedSources of 
Investment Capital. Swaziland not only has access 
to the well-developcd moncy and capital markets in 
South Africa, where investors can take advantage 
of the favorable exchange rate for the financial 
rand, but has also managed to develop its own 
active financial sectior. The larger commercial 
banks are complemented by a number of other 
financial institutions, same of which (for example, 
the Swaziland National ProviJent Fund) are 
relatively uncxploitcd but potentially rich sources 
oi capital. Institutions such as the Swaziland Ind­
ustrial Development Company and Tibiyo Taka 
Ngwane are available as sources ofequity capital as 
well as expediters and facilitators for the foreign 

ir'estor. International financial institutions are 
also a potential source of capital. 

Few Procedures Imposed h the Government. In 
contrast with so many other African countries, 
financial and transaction costs for the willing 
investor are kept to a minimum. Repatriation of 
capital profits and dividends, another major source 
of headaches for many foreign firms operating in 
other countries in the region, is not a problem in 
Swaziland. Furthermore, corruption is minimal. 

Stability. In addition to political and social 
stability, Swaziland offers a stable and coherent set 
of economic policies that make business planning 
easier and reduce the risks of doing business in the 
country. This stabilityencourages entrepreneurs to 
take a long-term view of their investments and thus 
encourages activities, such as in-house training 
programs and infrastructure improvements, that 
may be socially beneficial but require longer 
gestation periods. 

Access to a Vell-Developed Network of Services 
and Markets. Conduciing business in Swaziland is 
made easier because of the country's ready access 
to a wide variety of services from South Africa. 
Thus running a business in Swaziland is less 
expensive than it might be in other countries. In 



addition to the large South African market, part of 
a 	 common customs union, the entrepreneur 
locating in Swaziland has preferential access to the 
European and African markets not available to 
firms operating out of South Africa. 

Access to a Wel!-Disciplined and Inepensive 
Labor Force. Wages are reasonable in Swaziland. 
The labor pool is functionally literate and 
numerate, and most Swazi can speak some English. 
Labor relations have been relatively stable, but 
unions are becoming more active. Employers and 
government have not yet indicated how they will 
respond. 

Bottlenecks in Private Sector 
Development 

The following problem areas could inhibit the 
growth of the private sector and thus the 
development of Swaziland: 

Land1 Tenure and Land Use Isstes. Swazilandgera 
faces three basic challenges wvith regard to)land:gera 

" Convince the business community that its 
land holdings are secure, despite the 
September 19M8 Royal Decrce giving the 
Minist'y of Justice authority to intervene in 
property transactions 

* 	 Develop Swazi Nation Lind to its full 
potential 

" 	 Ensure that Title Deed Land is used 
efficiently, 

Lack of Access to Credit for Small-Scale 
Enterprixs.s. While Swaziland enjoys a well­
developed financial sector and numerous sources 
of capital, few of the smaller Swazi owned firms 
have access to these resources, primarily due to a 
lack of collateral. 

Tar Policies. The current five-year tax holiday is 
not generally seen as much of a benefit to the 
investor, as the first five years of operation arc 
often not profitable and the tax benefit cannot be 
carried forward. Firms would also like to see an 
improved set of tax incentives to encourage 
employee training. Export incentives as currently 
structured are also not seen as being of much use. 

Ineffici.nt Bureaucracy atd Inadequate Level of 
Public Services. The rapid expan.iion of the Swazi 
economy and the resultant -ncrease in urbanization 
has increased the pressure on the physical infra-
structure, including electrical supply, housing and 
roads. The inefficiency of the government is also 

cited for the length of time required to obtain resi­
dence and work permits and to register businesses. 

Shortages of Skilled Manpower. While there is a 
surplus of unskillcd labor in Swaziland, acute 
shortages of some types of skilled labor exist. Such 
shortages mean that many firms must recruit their 
supervisory and technical personnel outside of 
Swaziland. The education system is not providing 
sufficient graduates with skills relevant to the 
private sector. 

Areas of Potential Private Sector 
Growth 

The following areas offer good prospects f)r future 
private sector development: 

e 	 Agri-busincss and agro-industry, especially 

forestry, fruit canning and processing, 
cotton and textiles, and dairy production 

* Metal products 
L T lousing, and building and construction in 

* 	 Transportation, particularly land transport 

* 	 Tourism. 

Conclusion 

The past few years have seen exceptional interest in 
investing in Swaziland, but this has largely been a 
resulLof exogenous factors such as the turmoil in 
South Africa. Swaziland has been able to take 
advantage of this investment activity, but future 
development depends on the country's ability to 
build on its past success. 

This report goes soterway toward showing htow 
the economy works. Wheter it continues to work 
and grow is largely up to the actors identified here. 
Ilhus the challenge for Swaziland in the future, is to 
aggressively attract new invcstors and to maintain 
the investment climate and the investors it already 
has. 

This publication does not provide ;,nswers as to 
how development can be maintained. However, it 
does provide ideas and inf)rmation on areas that 
warrant further investigation. It is not the role of 
this document to prescribe policy, however, one 
point has emerged regularly: the urgent need f)r 

dialogue - dialogue bctween government and 
business; between government and donors; 
between business and educational establishments; 
between manufacturers and commerce; between 
banks and potential borrowers; and between large 
and small firms. 

III 
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Preface 

The purpose of this document is to examine the past 
andprescntroleoftheprivatesectorintheeconomy 
of the Kingdom of Swaziland and, in so doing, 
highlight areas that offer potential for futurc growth 
for the private sector or that may constrain growth. 
It also provides accurate information lor p)otcn:ial 
inves'ors, who are scl'oned by the Sv/i people as 
parlcrs in their natioa's progress. 

The document conbiunes the results ot a number 
ofstudics undertaken for the United States Agene 
for Intcrnation a l)evelopment in Swaziland 
(USAID/Swaziand). The purposc tithcse studics, 
which began in late I9,andwcre completed in June 
1989, was to improve the USAID Mission's 
understanding of the privale sector in Swaziland. 
The results have been used bythe USA!iD/Swaziland 
Mission to helpIftrmuhtC its ecotnol1miC assiNi IantOt' 
strategy for tIhe co ntr,. 

The document dotes loot prcend to provide 
answers or prescribe policy, but dotes identify areas 

which seem to hold Ihe key to Swaziland's ability to 
meet its development challenges. As such, the 
authors hope that it will promote dialogue between 
and among donors, the government, and the private 
sector regarding future development priorities and 
opportunities in S,,aziland and the role of cach in 
responding Itthe cia Ilenges devchtoinent p reenis. 

I.A3AT-ANDEI.RSON Incorporated ol Arling­

ion, Virginia, USA, wilt subconlratcl assisiance 
frotm Capricorn Africa lEconoomic A.sociates of 
Mba ane, Swaziland, and J.EF.Austin As ociatcs of 
Cambridge, Massachusetts, UISA, has been 
responsiblc for producing this doC.11cnt. hloe 
USAID Mi:,sion in Swaziland antd the Office of 
Market Developmentrand Ilvcstmcnt ofthe USAID 
Africa Bureau sponsored and guided the work. 

The views cxprcs.cd in Iis do eunien iare thosc of 
the authors and do not necessarily reflect those of 

the United States Agency for International 
Development. 
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Foreword
 

At a time of great concern about the economic 
future of sub-Saharan Africa, the Kinguom of 
Swaziland illustrates how the private sector can 
help promote and sustain economic growth in a 
developing country. 

In the 198(X, a decade characterized by low or 
negative economic growth throughout niosi of tie 
region, Swaziland maintained the fourth highest 
average rate of real growth in sub-Saharan Africa ­
just over 4 percent per year, or three limcs the 
average - and inflation was half the average for the 
region. Prospects for continued development in the 
dceade ahead ate good. 

When Swaziland became independent in 190N, it 
had minimal economic infrastructure, certainly 
little to indicate that it could achieve or sustain 
such a high rate of economic growth. The govcrn-
menit was able to Provide only minimal social and 
administrative services to its prcdom inan lly rural 
population. The majority of pcople were cngaged 
in traditional agriculture centered around inarket 
towns, while the country depended on the Republic 
of South Africa for lost services anid inputs. The 
country's focus was intcrnal, fir it had little 
tCqIacily to conduct external economicand political
activities. Beyond teachers, few Sa/i cilizcns werc 
trained profess ionals, and expatriates, m 
financed by the United Kingdom Ithriugh salary 
sulplcnicni arrangements, filled most senior civil 
service positiris. There was little c mumcrcial 
farming activi y. Two sinall mines, producing iron 
and asbLstos, and some timber ard sugar 
plantations were the major businesses. Industry 
was virtually nonexistent, and expatriate busivess-
men controlled most commercial aind tradc activity. 
The only airport w:s a dirt runwayserviccd by.small 
plines front South Africa . 

Twcntyycars later, Swaziland is attracting multi-
nation,1I corpora tions, building modern industrial 
facilities, and drawing praise for its managcment of 
iniernational finances. Most government positions 
at upper and middle levels are staffed by 'i cadrc of 
able and trained Swazi. The international airport 
at Matsapha is served by six regional airlines, and 
jet freighters ship produce to Europe and North 
America. Swaziland has developed a well integr-

ated and vibrant agro-industrial sector: Swazi­
grown cotton is spun into some of the best yarn in 
the world, woven locally into fine cloth, and soon 
will be made into high quality clothing; Swazi 
timber is processed locally into knock-down 

furniture shipped directly to retail chains in 
Europe; and Swazi fruit and sugar is converted into 
-u varicy of bevcr;geconcentratcs. The investment 
climate in Swaziland is one of the bc~t in Africa. 

Asa culturally homogenous nalion-statc, Swazi­
land has escaped Ihc ethnic struggles which have 
plagued many of the emerging nations of Africa. 
Moreover, its political Icadership is committed to 
the principles of a frcc-market cconimy. In a reg­
ion where governments arc short-lived and orient­
cd toward the present, Swaziland's political leader­
ship has been stable and pragnalic, adopting long­
termin, conscrvative fiscal and monetary measures 
that have enabled the economy to nainlain a steady 
course ott the road to growth and d&vCloprenCt. 

Swaziland does face a number of scriorus 
challengcs, and its ccomi y has been described by 
one knowledgeable observer as 'skaling exception­
ally w, ll onl thin ice." collolic expansioI has 
strained the countr,'s good but modest infra­

structure. The gtow.ing pace of tiodcrnizatiin has 
led to increasing tensiot betwecn he society's 
tradiytitma ard mmdern sectrs. The rate (f 
populalion growth is ote of the highest in Africa, 
adding more pressure it) thc infrastruciure and 
contributingto uttcitplyticr n. Nonetheless, start­
ing from a base far less primisirg than thatf iotany 
other countries in the region, Swaziland has 
experienced 21 years of peaceful, prosperous 
dvclipniecnt almoist unparalleled oil tie conitinent. 
It is emerging as an examplie iofa successful ma rket­
based African economy. 

The private sectoir has played a furd amental role 

in Swaziland's dvclopmcnt, and Swazi policy­
makers have becn looking to the private sector to 

help resolve current development challeiges and 
concerns. The document which follows provides a 
brief ovorvicw if' the ecooniy and the role of the 
private sector in that economy. It then highlights 
areas that offer potential for private icctor 
development and growth as well as areas that may 
act as constraints on development and growth. 
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Part I 

Overview of Swaziland's Economy and of 
Public and Private Sector Activities and 
Performance Since Independence 



1 

Swaziland's Economy: 
Structure and Performance 

The Swaziland economy has four defining 
characteristics: 

" 	A specialized economy in which much of the 
activity is either directly related to or 
depends on the goods produced by the 
agriculture or forestry sectors, 

* 	 An open economy in that the small scale of its 
domestic market means that much of what is 
produced locally finds its way into external 
markets. 

* 	A free-market economy in which the direct 
role of the government iiithe economy is 
limited. 

" 	 A dualistic economy with a modern sector 
(where most of the production for the 
market originates) and a traditonal sector 
(where most of the people produce for their 
own consumption). 

A. 	 Overview of the Economic 

Structure 


Swaziland's economy has become increasingly 
diversified since independence, moving away from 
reliance on primary sectors and developing an ind-
ustrial base (see Figure 1). The manufacturing 
sector's contribution to GDP grew from 12 percent 
in 1967 to 25 percent in 1988, making Swaziland 
one of the most industrialized .ountries in sub-
Saharan Africa. In contrast, the manufacturing 
sector in 1988 represented 15 percent of GDP in 
Lesotho, 11 percent in Kenya, 24 percent in 
Mauritius, and 17 percent in Zambia. 

Agriculture and agro-industry are dominant in 
the economy, through direct production and sale of 
agricultural output as well as through provision of 
raw material for the bulk of the manufacturing and 
processing industries in the country. In 1988, 
agriculture, including forestry, accounted for an 
estimated 26 percent of GDP and 17.5 percent of 
employment, while agro-industry accounted for an 

additional 9 percent of GDP. Processed agric­
ultural commodities were estimated to account for 
roughly 92 percent of manufacturing's share of 
GDP. 

The mining industry played an important role as 
the economy developed in tie pre- and early post­
independence periods. For example, the lavelock 
asbestos mine, opened in 1939, was the first major 
project involving foreign investment in Swaziland 
and marked the start of modern sector devetop­
merit. The opening of the iron ore mine at Ngwenyain 	 1904 spurred construction of the railway to 
transport ore to the port of Maputo in Mozam­
bique. 	 By 1989, however, mining's importance in 
the economy had declined significantly. The value 
of 	 mineral sales and their importance to the 
economy is shown in Figure 2, and employment in 
mining is shown in Figure 3. 

Despite the fast gmowth of Swaziland's industrial 
base, orly 25 percent of the country's economically 
active population isemployed in the modern wage 
sector (see Figure 4). The remaining 75 percent are 
primarily subsistence farmers living on Swazi 
Nation Land. Income transfersbetween Swazi rural 
and urban homesteads are such, however, that the 
great majority of households participate in the 
money economy. The following sections describe 
the allocation of land in Swaziland, as well as other 
factors of production. 

B. 	 Productive Resources 

Swaziland has a good supply of natural resources, 
an abundance of excellent unskilled and semi­
skilled workers, and many sources of capital upon 
which development can grow. 

1. Natural Resource Base 

The natural resource base in Swaziland is made up 
of land and minerals. 

3 



Figure 1
 
Increasing diversification of Swaziland's Ecoiiomy, 1967-1988
 

% of GDP (constant 1980 prices) 
100% 	 r lr 

Other 

75% e Transport 

II 	 J Commerce 

fu , 'ii ' Government 
50% iJI]IlIJlFinance 

ED 	 Manufact 

=J::xi 	 Mining 
Agriculture 

0% 

1967 1970 1975 1980 1989 1988
 

Year
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Figure 2
 
Mineral Production In Swaziland, 1988
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Figure 3
 
Employment In Mining as a Proportion of Monetary Employment, 1969-1986
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Figure 4
 
Distribution cf Employment In Swaziland, 1986
 

Traditional Sector 74.8% 

Public Sector 6.6% 

Private Sector 14.9% 
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SOURCE: CSO: Employment and Wages Survey, 1986 
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a. Land 
i w aiw cmillion 

and in Swaziland is divided itlcategories: 
SSwaziNationn (nL)aond Ttle Dr56ee ind 

(TDL). Swazi Nation Land accou nts for 56 percent ~ 
of the land area in the country and is home to 8(1 
nr cen of the population, but contributes only 
20.3 p'-rcent to GDP, miostly rltagriculture. This 
division of land is tle basis for tie dualistic nature 

orIproduction inlthe ecolnmy.
 

Ownership of Swazi Nalion Land rests sirli the 
King, who holds it iii trust for tile Nationt. !tis 
divided itao chiefdonis, with cctch chief allocating 
land for homesteads, arablc farinhg, and coinliut-
.l grazing. In tIh ry there is no security of tenure, 
but all Swazi are entitled Ioain allocalion of land as 
a matter of birthright. 

Title Decd Lind is held inperpcluity and niiay be 
initerited, bought, sold, or given away. Non-Swazi 
citizens m:y own lard but, under the terms of the 
Lind Speculation (ontrol Act, riletransactions 
tiust be apprwed by the Lind (ontrol Board. The 
Ntinistr, if ('tillerce, Industr and Tourism can 
rtitkc binding reconntridations On sales tI tiiti 

Swazi citizens if it finds that dcvL]opmicnt of tihc 
lnd in question is in the best interest of the
c~unl, 


band use varies between Swazi Nalion Land aind 

Title )eed Land. Th proportion of land devoted
 
to cattlc grazing ott the Tilc Deed band frrils has 

declined stcadily since the mid-I17(0s, wvlic [Ite
 
proportion used for cropls has increased only 

sliphlt . lii general, the agricullur:1 plltrn of Ilnd 
Is, .)rSwazi Nation Land has rcm:ined satic,. 

Lbnd was nto[ regarded as art issue for private 
sector develoipmnt until a Rov:i Dccrcc published 
iii September I )' gavc Sw,:izilI ld'sMinister of 
Justic, tile power to initervee iliany propcrtv 
Iransaction and to determnine wio could tu, any 

piece of property and at what price. The Iii.vatc 
sectoir feared that inoperty would lose its value, but 
tie King and tte Prime Minis ce assured tile 
country thilprivate holdings were not in any way 
threatened. To date rie goverrnment has not inter-
vcited in air land Iransaclion. 

b. Minerals 

Astestos is Swaziland's major source of nincral 
revenue, but ithas to been as profitable in ICcent 
years because of an oversupply ott world markets. 
The present ine, 41 percen owned ty Tibiyo 
Taka Ngwanc,' vas thoughl io be near tire end of 
its working life, but new dciosils have bcen found 
and the mining lease has been extended. 

'Ilis dcclopincit aic' ,d in tt 

scitiom C.2. 
t. is drscu I in Ctlcptcr 3, 
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Coal deposits are estimated at around l,(XX) 
tons of high-quality, low-sulphur coal. The 

single mine now operating v-as opened in 1964 to 
supply coal to tlhc railway (although it was later 
foun that th ash contcnt of tihe coal was too high 
or this purpose). In 196, coal was Swaziland's 
second most importait source of mineral revenue 
and was exported to Kenya and South Korea in 
addition to being used Iica l. A new coaI iii is 
being established, but low inlernatini l prices 

could delay any further exploitation of tle large 
deposits inSwazilard. 

Since 1987, diamonds h:vc replaced coal as 
Swiazilanld's secind most ittpilrlnt itinieral in 
teris oftlie value of sacs. "lvode'posits have been 
dis,'overed and one is niw being mined. 

Quatn3ing is taking place at Iwo established 

comrnercial sites. Activity in this industry has been 
sporadic, as it depends ilconstruction projects for 
busintess. 

Tin was oril the list tiirals it) be extracted 
inSwa/ilatnd arid %%asrined, iilfand oil,until 1984. 
At prc.Ncnl [in is cotnomica:lly anld isiit)l viable 
therefore riot bin mited. 

Snialldepositsifkiohitt, hrti)i;,/rojllie atidgold hiave been exploited at lincs iii Swaziland, and 
sonc gold prospecting is noii occurring iii the 
norlIhwcsl. 

2. Labor Supply 

A recent survey undertaken for USAID confirms 
that Ss,'aziland has art abundant supply of1unskilled 
aind semiskilled labor. The current labior surplus is 

expected to cointiuc vellinto ithe next century (see 
Figure 5), and business people generally regard 
labor as one of Swaziland's rop draw cards. \Vagcs 
are generally 10 to 311percent lower than inSoutlh 
Africa, and Swazi workcrs are generally perceived 
to be more produclivc than their Souh African 
counterparts. The local ilbor pool is also tnore 
likely to be literate, numerate, and able to speak 
English than the labItor force available in South 
Africa, particularly fitt 'souli African hntoiclands. 
Unions are allowed ii vz..iland, but their activi­
ties are not politically rnoliv:ated, nor are they as 
disruptive as iltoe of their ciunterparts ill Soltll 

Africa. 
Swaziland sends around 20),0)(X) workmrrigraits it) 

in South African nines and industries every year. 
These workers gain skills and a %kisrk ethic Ira[ 
could be applied io the benefit of Swaziland. The 
potential fir ciipliyment i nfigrains las riot[bcen 
explired, but it tr:is beern suggested Ihal, beyond 
being gtod workers, they could even play [lie role 
of entrrer neurs, since niany have capilil to invest 

back iii Swaziland. 



Although the overall labor picture is bright, available trom traditional banking institutions as 
some shortages of specific labor skills do exist in well as from nopi-banking financial institutions (see
Swaziland. The findings of a 1989 survey conduct- Figure 6). Baks account for nearly half of the
ed by Coopers & Lybrand suggest that larger firms lending. Among the non-banking institutions, the
in particular believe that good cchnical and Swaziland National Provident Fund has the largest
professional staff are scarce in Swaziland. These share. Data on the sources of loans can be found in
businesses must pay much higher salaries to attract Table 1. 
quality skilled personnel from outside Swaziland. 

The shortage of skilled and supervisory labor Table 1 Sources of Loans In Swaziland
also affects the smaller firms, which cannot Source Emillion Percentage
compete with larger businesses for the relatively of total 
few skilled technicians available in the country in
 
terms of salary and benefits or pay the wages Barclays 90 18.8
necessary to hire expatriates. Standard 67 12.5p BCCl 19 3.6 

Union Bank 25 4.73. Availability of Capital SBDS 56 10.5 

This section describes the sources and uses of Banks total 257 48.1 
capital in the economy. Building Society 28 5.3 

CDC 50 9.4 
a. Sources of Capital and Credit Tibiyo 55 10.3 

Provident Fund 73 13.7One of Swaziland's attractions for investors has SIDC 20 3.8 
been the availability of good banking and credit Other ­50 9.4
facilities. Membership in the Common Monetary Other total 276 51.9 
Area (CMA) together with Lesotho and South 
Africa has allowed Swaziland access to the well- GRAND TOTAL 533 100.0 
developed South African money and capital SOURCE: Authors' Estimates and 
markets while it has developed its o,, banking and Lending Institutions. 
financial institutions. Wi'hin Swaziland, credit is 

Figure 5
 
Cumulative Job Creation and Job Seekers: . ilstorlcal and Projected
 

Number of people 
300000
 

x0 Job creation (3%)
 
250000 -9- Job creation (5%)
 

GJob-seekers
 
200000 ­

150000­

x100000 . X X 

50000 

1970 1974 1978 1982 1986 1990 1994 1998 2002 2008 

Year 

SOURCE: CSO: Em ,toyment &ndWages 1969-1987; Authors' Projections 
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(1) Banks 

The traditional banking institutions in Swaziland 
include five commercial banks as well as the 
Central Bank of Swaziland. Banks account for 
about 50 percent of all lending. 

The Standard Chartered Bank of Swaziland and 
Barclays Bank ofSwaziland were established during 
the colonial period and account for a majority of 
the banking business in the country (Figure 6). The 
government holds a 40 percent share in cacti and 
appoints the chairman of each bank's board of 
directors. The Bank of Credit and Commerce Inter-
national Limited (BCCI) was established in 1978. 

The formal financial sector has been one of the 
fastest growing areas of the Swazi economy (Figure 
1). In fact, two of the country's five commercial 
banks - the Union Bank of Swaziland and the 
International Bank of Swaziland - began operat-
ions in.1988. 

The Union Bank of Swaziland is a joint venture 
whose mai ir investor is the Standard Bank of 
South Africa .49 percent). The government hold. a 
10 percent share. Tie bank evolved from the 
Finance Corporation of Swaziland (FINCOR), 
which was establishd in 1981 to "assist the 
business and professional sector by providing hire 

purchase and leasing facilities" (Barclays, 1986, 
p.51). By the end of 1988 the bank had made 

Figure 6 

advances of E25 million' and was growing rapidly. 
Significant expansion occurred in 1989. 

The major shareholders of the International 
Bank of Swaziland, a small operation, are under­
stood to be the Banque de Paris and the Union 
Bank of Switzerland. This bank's major area of 

interest is import and export financing; thus it has 
no involvement in local lending. 

The Swaziland Development and Savings Bank 
(SDSB) is a statutory body managed by a publicly 
appointed board. Its main purpose is to develop 
the cash economy of the rural areas. The latest 
available figure for advances was E56 million on 31 
March 1989, an increase of 33 percent over the 

previous year. The bank recently announced that it 
had re-entered the home-loan market and had E4 
million available to invest in this sector. 

(2) Local Institutions 
Other institutions that are not engaged in banking
but provide capital and credit include the Swazi­
land Industrial Development Company and Tibiyo 
Taka Ngwane. 

2. Il h_abbrcviation tstands for Fmalcngeni, Itie singular form 
of Swaziland's currency, the t.itatgcni. The Lila ngeni ispegged to 
the South African Rand; ihus FI isequal to RI. In t)ecember 
1989 the Rand was worh approximatcly $0.40 inU.S. funds. 

Sources of Credit and Capital: Public and Private Sectors Combined 

Barclays Tibiyo 

35% 24% 
Swz Building 

j 
Society

129',SIDC12BCC% 9% 

Standard BN 
Chartered 

26% 
,, 

V 
7,'7, 

Union 
Bank 
10% SNPF 

C
CDC 

32% 22% 
Swz Dev 

& Savings 
22% 

Banking Institutions Non-Bank Institutions 

SOURCE: AuLhors' Estimate 
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The Swaziland Industrial Development Comp-
any (SIDC) is the moist important non-banking 
source of funding for new development. Charged 
with mobilizing domestic and external resources to 
finance private sector proji-cts, the SIDC is the 
primaryagcnt for new development and investment 
inSwaziland. 


Tibiyc Taka Ngwane was established in 196,N to 
invest mineral royalties. In 1975 itwas decided t'hat 
Tibiyo could become self-sustaining, and accord-
ingly these royalties were channeled to Tisuka Taka 
Ngwane, a new fund. Tibiyo has acquired and 
currently holds equity in 19 companies and owns 
another 10 outright. It becomes involved in 
projects and gains equity shares through cash 
investment, providing land or borrowing against 
future dividends. (Chapter 3, section C.2 contains 
additional information on Tibiyo and Tisuka.) 

(3) International Institutions 

The Comnonwealth Development Corporation 
(CDC) began operating in Swaziland prior to 
independence. It has at estimated E5() million 
invested in many local undertakings, ranging from 
small farms to large industries. 

The International Finance Co;iporation (IIC) is 
part of the World Bank. They have financial 
interests with SIDC, Natex and Spin tcx. The 
operations in Swaziland are managed from their 
Nairobi office, 

The German Finance Conmpany for Investment in 
Developing Countries (DEG), the West German 
based development corporation, is involved in 
supporting private enterprise in Swaziland. It is a 
shareholder in SIDC, Usutu Pulp and the Simunye 
Sugar Company, and has participated in providing 
the finance for Spintcx. Although the organisalion 
has no office in Swaziland, the General Manager of 
SIDC is funded by DEG. 

The Netherlands Developmcnt Finance Company 
(FMO) offers finance in various forms to small and 
medium sized private enterprises in developing 
countries. The aim is to aid companies where the 
costs of outside assistance are relatively heavy, and 

who have no access to foreign technolog and 
know-how because of lack of foreign exchange. 

The European lnvestment Bank (FIB) is also 
contributing to the expansion of the economy of 
Swaziland. This organisation has pro.:ided loans to 
SIDC, Swaziland Meat Industries and Spintex 

among others. Contact can be made through the 
local European Community (EC) office. 

(4) Potential Sources of Capital 

The ling t or tano een ted 
by the private sector rto any degree, but they 
representpotentiallyrichsourcesofcapital. 

The Swaziland National Provident Fund 
(SNPF) was founded in 1974 as a savings scheme to 
provide benefits to wage earners who were unable 
to work. Entployers are obliged to contribute to the 
fund, but may rc':over half of their contributions 
from their emplovees. SNPI-loans and investments 
total E73 milliotn: E'53 million intloans and E20 
million in propertv. The loans cover a wide 
spectrum of the econotty, including the Swaziland 
Electricity Board, the SwazilAnd Railway, various 
town ,ouncils, sugar companies, housing, and 
various cotmmercial and tourist operations. As 

Table 2 shlows, a large suto ofmoney (the diffecrence 
between total cottributions and expected claims) is 
potentially available for investmnt. 

The Swaziland Roval Insurance Company, 
established in 1974, has a monopoly over insurance 

in Swaziland. The government has a 51 percent 
share in the company; the balance is held by a 
number of foreign insurance companies. While it 
has not always been profilable, the company has 
the potential to invest revenue from short-term 
insurance premiums, as shown in Table 3. 

The Sivazihmd Building Societys primary func­
lion is to make funds available for tile construction 
and purchase of private homes. In recent years., 

however, it has expanded its activities to include 
commercial property. It is not linked to the govern­
ment and could not directly assist in foreign 
investment, but, as T-ile 4 shows, it also has capital 
available for investment. 

"fable2 Swaziland National Provident Fund Resources (E million) 

1980 1981 1982 1983 1984 1985 1986 1987 1988
 

Contributions 4.2 4.4 6.6 6.9 6.5 6.6 6.7 80 NA 
Claims NA NA NA 1.5 1.6 1.8 1.31 NA 
Investment Inc 0.6 1.3 NA NA 5.4 6.0 7.31 8.34 

a
Members .b b b NA 83520 725131 79441 NA 

Notes: (a) All figures are for the financial year ending 30 June. 
(b) Accurate data for the years 1981-1983 are not available. 

SOURCE: Central Bank Annual Reports. 
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Table 3 	 Swaziland Royal Insurance Corporation: Profit and Premiums (E million) 

1979 1980 1981 1982 1983 1984 1985 1986 1987
 
Profit/Loss 0.12 NA 0.9 
Short Term
 

Ins.Premiums 3.26 3.32 5.05 
SOURCE: SNPF Financial Statements 

b. Uses of Capital: Loans and Investments 

Swaziland's financial institutions are required to 
invest a certain portion of their funds locally, but 
otherwise the free flow of funds is retained. The 
bulk of all lending goes to the manufacturing 
sector; private sector businesses are also the 
heaviest borrowers in the country. Data on the uses 
of loans are provided in Table 5. 
Flow of Foreign Capital 

Foreign investment in Swaziland has increased in 
importance, although the case of moving currency 
in and out of the country makes exact estimates 

Table 4 	 Swaziland Building Society 

Resources (E million)
 

Year Assets Liab- Share Fixed Sav-

ilities Cap. Invest- ings 


ments Dep. 

i983 11.5 4.44 1.9 3.7 2.1 

1984 14.5 5.30 2.7 5.2 2.5 

1985 16.2 6.30 1.0 5.2 2.7
 
1986 20.0 6.80 3.5 5.5 3.7 

1987 26.4 8.80 1.1 8.1 6.9 

1988 31.9 10.40 1.3 9.7 8.9 


Note: For fisc:/ ear ending 31 March 

SOURCE: CBS Annual Reports: 1987-1988: 


1986-1987 p.18; 1985-86 p.18; 1984-

1985 p.14. 


0.9 (1.1) 1.0 (1.2) 1.1 

4.8 5.74 8.5 8.0 11.0 

difficult. An indication of the importance of 
foreign investment can be obtained from Table 6,
which lists the major Swazi*enterprises in which 
foreign ownership isimportant. 

Foreign private investors range from multi­
national corporations to families and individuals. 
The enterprises themselves range in size from 10 or 
21)employees to several thousand. Many of the 
multinational investors are associated with Tibiyo. 
Large South African groups make up asignificant
category of investors, but many smaller South 

African concerns as well as individuals have also 
invested in Swaziland. 

of Payments 

This section describes the importance of inter­
national trade to Swaziland's open economy, and 
the factors influencing the growth of imports and 
exports and foreign debt. 
1. The Importance of Trade 

One of the central or defining characteristics of the 
economy is that it is open, a fact reflected in the 
high level of exports and imports relative to GDP 

(see Figure 7). External markets have tradi,',)nally 
been very important for firms operating in 
Swaziland. Thus, while the 1989 survey of the 
private sector found that the domestic market 
continues to be of primary importance to the 

Table 5 Loans In Swaziland by Sector: Central Statistical Office Data (E million) 

SECTOR
 
Agriculture &Forestry 
Construction, 

Mining & Manufacturing 
OtIler 
Total Business Loans 
CATEGORY OF BORROWER 
Business 
Local Authorities 
Statutory Bodies 
Personal 
TOTAL LOANS &ADVANCES 

1978 


13.5 

30.7 
16.9 
61.1 

61.1 
0.0 
1.3 
7.7 

70.1 

SOURCES: CSO: ASB 1986, p87 Table M3 

1979 1980 1981 1982 1983 1984 1985 1986
 

15.2 19.2 20.3 20.0 18.6 19.4 22.3 21.1 

32.1 26.5 51.0 53.1 55.3 60.8 60.8 43.0 
23.3 28.0 29.4 35.1 37.0 37.5 34.6 53.5 
70.6 73.7 100.7 108.2 111.0 117.7 117.8 117.6 

70.6 7.7 100.7 108.2 111.0 117.7 117.8 117.6 
0.0 0.2 0.2 0.3 0.9 0.5 0.1 0.3 
4.4 4.0 5.4 3.1 6.4 5.4 2.3 6.1 
7.9 15.9 19.3 22.2 23.2 27.1 26.0 43.5 

82.9 93.8 125.7 133.7 141.4 150.7 146.2 168.2 
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Table 6 Foreign Participation in Major Enterprises in Swaziland 

Sector/Enterprise 

Mining 
Havelock Asbestos 
Dvokolwako Diamonds 

Agro-Industry 
Ubombo Ranches (sugar) 

Mhlume Sugar 

Royal Swaziland Sugar Corp. 


Usutu Pulp 

Mondi Timber 

Swaziland Plantations 

Swazican 

Swaziland Meat Industries 

Bromor Foods 

Swaziland Cotona Cotton Ginning Co 


Agriculture 

Crookes Plantations 
Ngonini Estates/ Tambuti Estates (citrus) 
Inyoni Yami Swaziland Irrigation Scheme 
Tambankulu Estates/Umbuluzi Estates 

(sugar, citrus) 

Shiselweni Forestry 


ManufactvHing 
Beral 
Langa Nati.,nal Brickworks 
Neopac 

Swaziland Bottling Company 
Swaziland Breweries 
Swaziland United Bake-ies 
YKK Zippers 
Conco 
National Textile Corporation (NATEX) 
Progress Industries 
Interboaid 
Macmillan Boleswa 
Swaziland Yarn & Fabrics 
Oriental (Swaziland) Company 
Sikanye Footwear Ltd 
Steel and Wire International 

Transport 
Cargo Carriers 
Unitrans Swaziland 

AMI 
Manica Freight Srrvices 
Stuttafords Van Lines 

Wholesale, Retail and Distribution 
OK Bazaars 
E.- "s,Jet Stores, Sales House 

U"intinued)
 

Foreign Shareholders (Country) 

Turner & Newall (UK)/Mbauli ,.sLestos (SA).
 
Trans-Hex (Rembrandt Group) (SA).
 

Lonrho (UK).
 
CDC (UK).
 
Tate & Lyle (UK), Coca Cola Export Co (USA), Government
 

of Nigeria, CDC (UK), Mitsui (Japan), IFC (USA), 
Deutsche Gesellschaft fur Wir1bchaftliche Zus (FRG).

CDC (UK), Oakwood Ltd (Guernsey). 
Anglo American Corporation (SA) 
J More (SA). 
Gants (SA).
 
CDC (UK), Lonhro (UK).
 
Bromor Foods (Ply) Ltd (SA).
 
Tongaat Foods (Pty) Ltd (SA).
 

Crookes Bros. (SA).
 
United Plantations (Denmark).
 
CDC (UK).
 

Format Development Corporation (Switzerland)
 
CDC (UK).
 

Turner and Newall Holdings (SA). 
CDC (UK). 
National Containers (SA), CDC (UK). 
Amalgamated Beverages (SA), Cadbury- Schweppes (UK). 
SA Breweries (SA)/A'rdras BV (Netherlands). 
ASAB (SA). 
YKK (Japan). 
Coca-Cola Export Corporation (USA). 
CDC (UK), IFC (USA). 
(ROC-Taiwan). 
Interboard Lid (SA). 
Macmillan (UK). 
Frame Group (SA). 
Chu Wei Kank, Tsai Kuang Yung (SA). 
Leader AG (Swiss). 
Wedge Holdings (SA).
 

Cargo Holdings (SA).
 
United Transport (UK), United Transport (SA), P.V. Bet,
 
Kam (Nether:ands).
 
Agence Maritime Internationale (France).
 
Manica (UK).
 
Laser Removals (Ply) Ltd (SA).
 

OK Bazaars (SA), Fresta Holdings (SA).
 
Edgars (SA).
 



Table 6 (contd.) Foreign Participation In Major Enterprises In Swaziland 

Sector/Enterprise 

Mobil Oil 
Caltex Oil 
BP Swaziland 
Shell Oil 
Total Swaziland (Ply) Ltd 
Metro (Swaziland) (Pty) Ltd 
Swaziland Food Distributors 
Swaziland Liquor Distributors 

Tourism 
Royal Swazi Sun Casino, Ezulwlni Sun Casino, 

Lugogo Sun Casino, Nhlangano Sun Hotel 
Rennies Travel 

Commercial Banks 
Bank of Credit &Commerce International 
Barclays Bank 
International Bank for Swaziland 

Standard Chartered Bank 
Union Bank of Swaziland 

Foreign Shareholders (Country) 

Mobil Petroleum (SA).

Caltex (USA).
 
British Petroleum (UK), Melrose Oil (UK).
 
Shell Petroleum (UK).
 
Total (SA).
 
Metro (SA).
 
Premier Group (SA).
 
Gilbeys, SFW, Distillers Corporation (SA).
 

Sun international (SA). 
Rennies Group (SA). 

BCCI (Luxembourg).
 
Barclays (UK).
 
Afritrust International (France), Banque Internationale pour
 

L'Afrique Occidental (France), ESH (Luxembourg).
Standard Chartered (UK). 
Standard Bank (SA) European investors. 

Notes: Tibiyo, SIDC and SWAKI have equity ownerships inmany of these companies. 
SOURCE: G.O.S. Registrar of Companies 

smaller firms, it also found that even the smallest 
firms reported some amount of external trade, 
primarily with South Africa. 

Foreign trade is facilitated by Swaziland's 
membership in a number of multil:tteral organ-
izations. These include the Southern African 
Customs Union (SACU),- which allows for a free 
and virtually unimpeded interchange of goods 
between the member countries; the Preferential 
Trade Area for Eastern and Southern Africa 
(PTA),' which facilitates the duty free flow of trade 
between the member countries in the southern and 
eastern African region; and the LAwmtConvention, 
which allows preferen.ial access to the European 
Community. Swazil ,nd is also a party to various
bilateral trade agreements. However, trade isdiateltadeb agewcmmoits and t dedominated by a few commodities and the numberr 
of major trading partners is comparatively small. 

Up to 1975, Swaziland had a substantial It, jc 
surplus, primarily due to favorable markets 16r 
sugar and woodpulp. Falling world prices for sugar 
and rapidly rising imports, due in part to the drive 
to develop the economy with large imports of 
machinery and transport equipment, resulted in a 

3. SACU mcrrrs ate BotswanaI, Lsotho, the Republic of 
South Africt, and Swaziland. 
4. PTA mcmbers are Angola, tturundi, ihe Conoros, D)jib[outi,
Ethiopia, Kenya, .e[solho, Malawi, Mauritius, Mozambique,
Rwanda, Somalia, Swazilmd, Tanminia, Uganda, Zambia, and 
Zifitbahwe. 

deficit in 1976. The deficit peaked in 1984, when 
imports totalled E547 million and exports stood at 
E340 million. According to the Economic Plan­
ning Office, in 1987 Swaziland recorded its first 
surplus on the balance of trade in f.o.b, terms since 
1977 (see Figure 8) and, though all official figures 
are nol in, asurplus also was expected in 1988. 

2. Exports 
Swaziland's exports and export markets have 
changed significantly since independence. Interms 
of exported goods, minerals, which contributed 
over 38 percent to export value in 1968, contrib­
uted just 7 percent in 1986. Manufactured goods, 
which were not exportedat all in 1968, represented
whcweentxprdatlli198rpestd
12 percent of export value in 1986. Since then much 
of the growth in manufactured exports isattributedto the Coca-Cola operations. It is understood that 
data for 1988 will show that soft-drink concentrate 
has become the majorsingle cxport. Figure 9 shows 
the composition of exports for selected years. It is 
anticipated that figures for 1988 and 1989 will show 
that exports have continued to diversify as the 
industrial sector has continued to expand. 

The direction of exports from Swaziland has 
changed dramatically since independence. South 
Africa now takes 37.8 percent of Swaziland's 
exports (compared to 16 percent in 1908) while the 

United Kingdom accounts for only 1.1 percent
(compared to over 35 percent in 1968). 
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Figure 7 
Swaziland's Exports as a Proportion of GDP 
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Figure 8 
Total Exports and Imports for Swaziland 
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3. Imports 

The major source of imports to Swaziland has 
always been S-iuth Africa (imports from overseas 
that are re-exported by South African agents are 
listed as South African). In 1968, South Africa 
provided 91.2 percent of Swaziland's imports; in 
1986 the figure was 90 percent. The reasons for this 
dominance are apparent. It is the nearest, quickest, 
and least expensive source of supply. The sophis-
ticated South African economy produces or 
imports most of the goods Swaziland demands. In 

addition, Swaziland's membership in the South 
African Customs Union and the Common Mone-
tary Area means that there are no barriers to trade 
with South Africa. 

The major commodities imported are fuels, 
transport equipment, and other manufactured 
goods (see Table 7). The January 1989 Economic 
Review noted, however, that import figures might 
not be accurate because the introduction of sales 
tax would lead importers to under-declare import 
values. In addition, commodity classification has 

been inconsistent. 

Figure 9 

4. Foreign Debt 

In developing its economy, Swaziland has been far 
more successful than many of its neighbors in keep­
ing its financial house in order. Since the mid­
1980s, the dramatic fall of the South African rand, 
to which Swaziland informally pegs its currency, 
has doubled the country's debt service ratio; how­
ever, at less than 10 percent, Swaziland's ratio, 
which has fallen from 8.6 percent in 1986 to 7.7 per­
cent in 1989, is still one of the lowest on the 
continent. 

Table 7 Growth of Imports to Swaziland 
(Major Import averages for 
selected years: percent) 

Commodity 

Food & animals 
Mineral fuel, etc. 
Chemicals etc 
Machinery, transport 
Manufacturers 
Other 


1979-83 1981-5 1983-7 

7.7 8.4 9.7 
14.6 17.7 16.5 
11.6 8.9 8.5 
22.3 26.0 22.3 
24.0 18.8 20.4 
19.8 2.2 22.6 

SOURCE: Derived from Economic Reviews 

Growth of Exports from Swaziland (Major export averages for selected years) 

Average Percentage of Total Growth
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The Role of the Private Sector
 

The previous chapter provided an overview of 
Swaziland's economy in macro terms, identifying 
key features and describing the various compo-
nents of the economy and the private sector. This 
section quantifies the overall importance of the 
private sector to the economy. 

A. Overview 

This scetion describes, in general terms, the private 
sector's contribution to production and value 
added, employment, fiscal revenue, and investment 
in S,.vaziland. 

1. 	 Private Sector Contribution to 

Production and Value Added 


In 19,86, the last car 6r which Su fliciCnl) dClticd 
data arc asailable, the privatlesclttrconlrihulcd :ilr
 
estimated 57 percent tf GD'. Tibivo (Ithtough its 
h0oldings) contibucd approximately 14 percent, 
the parasla tais (stalte-owned enterprises) 7pcrcent, 
and government services the balance, approximate-
ly 22 percent. Major contributors to the private 
sector's share of GDP arc :griculture (2-1.7 percent 
in 1986; 26.1 percctt wheit forestry isincludcd) atd 
t;anufacturing (23.5 percent). 

2. 	 Priva,'e Sector Contribution to 

Em;,/-ment 

In abs(ouu terms, private sector employment has 
grown over thc last 20 years (from 31,569 in 1969 to 
56,629 in 19,7); however, it has decreased rcalive 
to total employment in the wage sector (from 76.7 
percent in 1969 to 69.3 percent in 1987). This 
change, inpart reflects the growth in etmployment 
by the government VIdltheh arasatals since 
indepen-dence, but it also relictts the increasing 
inability of the private sector to absorb the growing 
number of those leaving school and entering the 
work force, 

Agriculture accounted for 31 percent of all 
workcrs in the private sector in 1986; most of these 
workers were employed in the sugar or forestry 
subsectors, and this trend has continued. 

3. 	 Private Sector Contribution to Fiscal 

Revenue
 
The private sector has contributed a steadily 
increasing proportion of government revenue in 
Swaziland (see Figure 10. In the period fron 1985­
86 to 1987-SS, comtpany tax revenue almost trebled 
in value, rising from H24.4 million to 1:73 million. 

The increase is ttribulcd to incrcascd foreign
invcstmcnt, the excellent perftrmanttce of the indus­
trial -sector, the continued buoyantk of the world 
ecoltoly,and the fa-ll inthe value oft[he Lilangcni, 
all ofwhich laime ittcreased earnings fron cxlxors. 

4. 	 Private Sector Contribution to 
Investment 

Most new investment in Swaziland comes front the 
private sector. Data on gross capital formation by 
the private and government sectors are found in 
Table 8. This is understood to represent the 
contribution to new investment. Gross fixed capital 

formation amounted to 23 percent of GDP in 1986. 

B. Small Firms in the Private 

Sector 

As noted inChapter I, there are two economics in 
Swaziland - modern and traditional. Each has its 
own production pltterns. Along the same lines, 
data from a 1989 survey tf the private sector 
suggest that [tic itself can also beprivate sector 
divided into at least two distinct sectors - large 
firms and smaller businesses. Each sector employs 
adifferent labor mix, operates in different markets, 
and faces different sets of constraints. 
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Figure 10 
Sources of Fiscal Revenue In Swaziland 
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Table 8 

Private 
Public 
Total 
%Private 

Note: 

Contribution of Public and Private Sector Investment (E million) 
1975 1976 1977 1978 1979 1980 1981 1982 1983 
32.0 40.2 49.6 71.9 109.0 139.0 112.9 136.1 167.0 

7.6 12.4 21.6 69.9 39.0 32.2 42.6 40.1 35.7 
39.6 52.6 71.2 141.8 148.0 171.4 155.5 176.2 208.8 
80.8 76.4 69.6 50.7 73.6 81.8 72.6 77.2 82.4 

There Isno breakdown between public and private sector prior to 1975. 

1984 

183.3 
26.1 

209.4 
87.5 

1985 

188.0 
49.5 

237.5 
79.1 

1986 

187.0 
46.9 

233.9 
79.9 

SOURCE: 	 1975-70 National Accounts 1975-81. 
1979-86 National Accounts 1979-86. 

The survey found that the small firms' had a 
number of distinct characteristics which distinguish 
them from larger firms: 

Ownership. The majority of the small business 
enterprises are owned by Swazi women. In 
contrast, large firms tend to be owned by
expatriates, and no women own large firms, 

5. Smallbusinessesaredefinedasthoseemployingfewerthan25 
persons. Because data collected by the Central Statistical Office 
are not broken down bysize distribution, the most complete data 
that permit an analysis of the size of businesses are found in therecordsoftheSNPF,which hasa listingofall firmsemployingone 
or more Swazi and which register with the SNPF. A 1989 survey 
categorized businesses according to number of full-time equiv-
alent employees. Large firms employ more than 100, medium-size 
firms employ 26-100, small businesses employ 1-25, and micro-
enterprises have no employees, that is,they are owner-operated. 

Labor Mix. Smaller firms arc jaore likely to 
employ female labor. They are also more likely to 
employ Swazi in all skill categories than are the 
large firms. The fact that the number of expat­
riates, which fell immediately after independence, 
has risen slightly in recent years may be in part a 
result of new investment (most of which isforeign), 
with the new investor more likely to employ foreign 
manpower in high-level positions. 

Erperience. In general, smaller firms have less 
business experience than the larger companies.
Approximately 75 percent o1 the large firms in the
sample have been operating in Swaziland for more 
than 10 years, compared to 24 percent of the micro 

enterprises, 39 percent of the small enterprises, and
28 percent of the medium-scale enterprises.

Marketingad Demand. Large and medium-size 

firms were twice as likely to report at least some
improvement in their sales volume over the 
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previous year than were the smaller businesses and 
women-owned firms, 

Small businesses believe marketing constraints 
account for poor sales performance. These firms 
believe sales performance is affected by compet-
ition from local firms and difficulty in getting the 
product to the market (due primarily to lack of 
market infrastructure and transportation). These 
firms also believe that they lack adequate market 
information. 

Smaller firms also were twice as likely to report 
low consumer demand as acause for sluggish sales 
than the larger firms (perhaps because their 
clientele is less affluent and has fared worse over 
the last year than that of larger firms). In contrast, 
large firms were more likely to attribute poor 
business performance to lack of an appropriate 
production infrastructure (particularly premises 
and housing) and government regulation. 

Access to Production Inputs. Small businesses 
were much more likely to say they experience 
difficulty in accessing raw materials. Part of this is 
a result of the problems these firms face in obtain-
ing financing and transport. Latrge firms generally 
did not mention access to inputs as a problem. 

Organizational Infrastncture. In general, small 
firms do not belong to business associations. 
Further, there is very little contact between the 
large and the smaller firms. These topics are 
discussed in Chapter 7. 
C. Trends in Private Sector 

Development 

The following trends in private sector development 
have been noted. 

Manufacturing and commercial agriculture have 
been the engines ofprivate sector growth in Swaziland 
over the last 20years. The pieceding sections show 
that most of the growth in the private sector in 
recent years has come from manufacturing. 
Conversely, mining, which provided the impetus 
for growth in the early post-independence period, 
has declined considerably in importance. 

The private sector is the largest formal sector 
employer although its relative inportance has 
declined slightly. 70 percent ofjobs are in the private 
sector and job creation has averaged 3.5 percent 
annually since independence. Rapid growth in the 
labor force and increased capital intensity have, 
however, limited the private sector's ability to 
create jobs fast enough to meet rising demands for 
employment. Given the current capital/labor mix, 
this trend isnot likely to be reversed. 

Absorbing those seeking formal employment 
requires either significant sustained growth in the 
economy (at a rate of at least 8.3 percent per year) 
or a change in the ratio of capital to labor. One 
possibility, advocated by the Swazi government in 
its latest development plan, would be to foster 
more labor-intensive development through fiscal 
policies and incentives. 

Most of the growth in the private sector comes 
from the larger, foreign-owned firms. Since the 
earliest post independcnce days, most of the econ­
omic activity in the private sector has been in the 
hands of the large, foreign-owned companies.
L cal entrepreneurship has begun to develop and 
grow only recently. Because of their size and relat­
ive inexperience, small firms have a difficult time 
competing for labour and accessing local credit. 
This issue will be explored in subsequent chapters. 

17 



3
 

The Role of Government
 

This chapterdescribes the structure of government, 
government spending patterns as they relate to the 
economy, and government policy toward develop-
mcnt and the private sector, 

A. 	 The Structure of 
Government: A Brief 
Overview 

The dualism that characterizes the economy 
extends to the nation's government, in which 
Western concept,-and the traditional tribal system 
operate side by side. Tie monarch isHead of State 
and governs modern-day Swaziland in consultation 
with a cabinet and bicameral parliament. At the 
same time, the King is advised by a council of 
elders. The Swazi National Council, made up of all 
adult Swazi, is convened by the King to advise on 
matters o national importace. 

On the death of King Sobhuza II in 1982, a 
regency governed until the coronation of his son, 
King Mswati I1l, in April 1986. The new monarch 
enjoys strong national support, and his reign has 
seen a return to political stability following the 
power struggles that marked the regency period. 

1. The Execirtive 

Executive power is vested in the King, who, as 
Head of State, appoints the Prime Minister. Other 
ministers are also appointed by the Head of State 
and must be members of either chamber of the 
Swazi Parliament. The Head of State is consulted 
and informed on all matters concerning the 
government of Swaziland by the Prime Minister. 

2. The Legislature 

The Parliament of Swaziland consists of a Senate 
and a House of Assembly. The Senate comprises 

20 members, of whom 10 are el cted by the 
members of the House of Assembly nd 10 are 
appointed by the Head of State for their special 
knowledge or practical experience in areas not 
already adequately represented in parliament. The 

House of Assembly consists of 50 members, 40 of 
whom are elected by an Electoral College and 10 of 
whom are appointzd by the Head of State. The 80 
members of the Electeral College are elected by 
the citizens of Swaziland. 

3. The Judiciary 

Swaziland has an independent judicial system. 
Except where modified by statute, Roman-Dutch 
law is the common law of Swaziland. In civil 
matters, Swazi law and custom may be followed by 
all courts. Two court systems exist: the Magistrates' 
Courts with two high courtsand a Court of Appeal, 
which administer statutory law, and the Swazi 
National C)urts, which administer traditional law 
and custom. 

B. 	 Government Budget and 
Expenditure 

One important point stands out when looking at 
government spending as it relates to the economy:
Erpendtureas aproportionof GDPis relatively low 
by the standards of the region. The government's 
direct role in t,.economy has traditionally been 
limited. 

Table 9 shows that government expenditures as 
a percentage of GDP have fallen since 1978. The 
International Monetary Fund (IMF) data (see Fig­
ure 11), while not strictly comparable, indicate that 
Swaziland government expenditure has been 
consistently lower than most other countries in the 
region. 

.. ..........
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Table 9 	 Total Government Budget as have been for development of the economy and 
prootiGovnGDP, t1975/76-1198 infrastructure, including roads; agriculture andofge
86 (current prices) (E million) 	 forestry; mining, manufacturing, and construction; 

transport and communications; and water and 

Budget GDP (1)as electricity. 
(1) (2) %of (2) b. Recurrent Expenditure 

1975/76 72.7 253.7 28.7 
1976/77 70.1 244.8 28.7 The emphasis in recurrent expenditure is on social 
1977/78 of 1977 105.2 214.2 49.1 services, especially education, which generally
1978179" 1978 221.6 260.9 85.0 receives the largest share. The Fourth National 
1979/80" 1979 138.5 299.3 46.3 Development Plan notes: "Education, preventative 
1980/81 " 1980 152.7 362.6 42.1 health hazards and basic infrastructure require­
1981/82 " 	1981 179.7 437.8 41.0 ments have the first call on the national budget" 
1982/83'" 1982 197.4 484.7 40.7 (D V .9)
1983/84" 	 1983 206.4 516.7 40.0 (NDP IV, p.298). 
1984/85" 	 1984 219.2 580.6 37.8 
1985/86 " 1985 252.0 6-0.3 38.7 2. Control of Government Spending 

Note: GDP figures: for fiscal year 1975/76­
1976/77; fcr calendar years 1977-1985. Revewing Swaziland's economy some years ago, 

SOURCE: National Accounts 1975-1981, 1980-1986 the World Bank found that the quality, quantity, 
and direction of government expenditure seemed 

Figure 11 
Central Government Expenditure, 1981-1 985: Comparison with Other Countries 
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SOURCE: IMF Internrtilonal Financial Statistics: June, December 1988 
1. Sources of Expenditure generally appropriate. Expenditure had been 

directed toward the infrastructure and as a result 

Government spending in Swaziland is divided into did not constitute a bottleneck to development. 
capital and recurrent expenditure (see Figure 12). Health and education standards were reported to 
It iscontrolled by the Treasury Department of the have improved and the government was congrat-
Ministry of Finance. ulatcd for not indulging in any "white elephants."

The World Bank's findings remain largely true a. Capital Expenditure 	 today. 

Data on capital expenditure provide aclear picture There are, however, three areas of concern. One 
of Swazi national priorities. The government's of these is that money allocated to capital projects 
major capital expenditures since independence is consistently under-utilised. Second is maintain­
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Figure 12 
Central Government Total Expenditure Pattern, 1979.1985 
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SOURCE: National Accounts 1975-1981, 1980-1986 

ing controls on recurrent spending so that the gov-
ernment can increase spending on capital projects. 
Finally, it is important to control spending by para-
statals (state-owned enterprises). The perform-
ance of the parastatals in the economy is discussed
in the following chapter. 

C. Government Policy 

The government sees one of its roles as that of 
promoting development. To this end it has adopt-
ed a policy of providing an environment in which 
the private sector can operate. 

1. 	 The National Development Plans 

Development goals for the country are set out in 
the National Development Plans. Up to 1987/88 
these were five-year plans, but the government has 
with effect from 1989/90 introduced a system of 
three-year rolling plans which include details on 
planned spending. These plans are indicative rather 
than mandatory. 

The Fourth National Development Plan, which 
covered the period 1983-84 to 1987-88, outlines a 
broad strategy for achieving Swaziland's develop-
ment goals. At the macroeconomic level this 
strategy emphasizes the following: 

o 	 Greater efficiency and control ovei the use 
of public funds 

0 	 Stimulation of private investment 
0 Creation of jobs through vocational training 

programs and establishment of productive 
agricultural employment opportunities in 
the rural areas. 

The strategy will remain the same for at least the 
next few years. 

2. The Development Agencies 
The government of Swaziland meets many of the 
development goals highlighted above through a 
variety of national development agencies, of which 
the Swaziland Industrial Development Company 
Limited (SIDC) isthe most important. In addition, 
two institutions unique to Swaziland, Tibiyo Taka 
Ngwane and Tisuka Taka Ngwane, which were 
established to meet the needs of the traditional 
groups in the modern western economy, assist in 
economic and social development by investing in 
projects deemed to be of benefit to the nation. 

a. 	 Swaziland Industrial Development Company 
Limited (SIDC). 

SIDC was established by the government and 
private investors to mobilize domestic and external 
resources to finance private sector development 
projects. It was incorporated on 24 June 1986, 
although operations did not effectively begin until 
1 October 1987. 
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SIDC6 invests in a project by providing equity, 
loans, industrial property, or a mixture of the three. 
By the end of June 1988, it had investments of 
E37.7 million, of which 55 percent were in property 
(E20.6 million), 33 percent were in equity (E12.3 
million), and 13 percent were in loans (E4.8 
million). All of the SIDC loans are performing
reasonablv well, 

Although the first report has yet to be published 
it isapparent that the SIDC's operations have been 
very successful in the early years. In its first year the 
Board approved 13 projects representing a !otal 
investment of E104 million. The total investment i 
nok over E220 mnillion spread over 22 projects. 

SIDC equity investments at its inception are list-
ed in Table 10. Lo)ng-term investmcnt loans are 
found in Table 11 and the allocation of the SIDC 
investment portfolio is shown in Figure 13. As 
these exhibits show, the focus of SIDC investment 

is principally in the textile, metal manufacturing, 
woodwork, agro-industry, and service sectors. 

6 The government owns approximately 40 percent t SIDC. 
The other investors are the Commonwealth l)evelopment 
Corporation (CDC), the German Finance Company for 
Investments in Developing Compant-s (DEG), the International 
Finance Corporation (ItC), [he Netherlands t)evelopment 
Finance Company (FMO), Barclaiys Bank (Swaziland), and 
Standard Chartered (Swaziland). 

Table 10 SIDC Equity Investments (E'O00) 

Name of investee 

company 


Mbabane Development Corporation 
Metro Swaziland 
Swaki Umited 
Swazi Plaza Properties 
Swaziland National Lottery 
The Cement Organisation 

Swaziland United Bakeries 

Swaziland Food Distribution 

Bowring and Minet 

Simunye Plaza 

Construction Associates 

Grinaker (Swaziland) 

LTA Construction 

Siemens 

Swaziland Stone Cutters 

Tek Swazilai;d 

Macmillan Publishing 

Sizeze Pipes 

Natex Swaziland 

Neopac 


SOURCE: SIDC valuation 

SIDC gives priority to projects that will:
 
e Provide permanent employiaent
 

0 Utilize local resources 
0 Encourage linkages with c,:isting industries 
o Upgrade human resource ski!!s
 
w 
Transfer appropriate technology. 
itsoverall financial involvement in a project will 

not exceed 50 percent of the project's financial 
requirements. Its maximum participation is curr­
ently E3 million, while the smallest involvement is 
not usually below EIXI,R). Although it may take 
an equity position in a project, SIDC will not 

participate in the project's management. 
In addition to equity financing, SIDC offers 

medium- and long-term loans with terms of up to 
10 years and denominated in local or foreign 
currency to fund the acquisition of fixed assets.
These loans are available to locally inc'rporated 
comntpa.nies only. 

SIDC also offers advice and information to 

potential investors; thus it has an important role as 
a facilitator of investment. 

b. Tibiyo Taka Ngwane 

Tibiyo Taka Ngwane, which means "the core of the 
nation," was established by Royal Decree in 1968. 

Cost of 	 Percent 
equity 	 sharehldg 

1,314.0 	 50.0% 
755.0 50.0% 

6,627.0 50.0% 
527.0 	 50.0% 

50.0% 
538.0 	 50.0% 

1530.0 40.0% 
33.3% 

89.0 	 25.0% 
67.0 	 25.0% 
58.0 	 20.0% 
14.0 	 20.0% 

20.0% 
16.0 	 20.0% 

20.0% 
20.0% 

36.0 	 15.0% 
10.0 	 15.0% 

364.0 	 10.6% 
343.0 	 10.0% 

12,297.0 
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Table 11 SIDC Long-term Investment Loans (E'O00) 

Name of investee company 

Mbabane Development Corp 

Metro Swaziland 

Natex Swaziland 

Ngwane Brewery 

Rosecraft 

Rosecraft 

Royal Sugar Corporation 

Simunye Plaza 

Swakl Investments 

Swazi Plaza Properties 

Swazi Safe 

Swazl Trode 

Swazi Timber Products 

Swazl Knits 

Swaziland United Bakeries 


SOURCE: SIUC 

Figure 13 
SIDe Investments 

Manufacturing 
53% 

i 


SOURCE: SIDC 

According to the late King Sobhuza II,Tibiyo was 
created to promote harmonious race relations as 
well as to promote the economic and social 
development of the nation while preserving Swazi 
customs and traditional institutions. 

Tibiyo isaccountable to the King, who appoints 

Capital 
outstanding 

30-06-88 

360.0 
224.2 

1843.6 
110.4 

5.0 
179.8 
291.7 

975.0 
110.0 
96.5 

299.5 
156.5 
25.9 

136.3 

4814.5 

Applicable 
interest
 

rate
 

1%above standard prime 
10.0% 
13.5% 
11.5% 
11.5% 

14.75% 
-11.5%
 
8.0% 

14.5% 
1%above standard prime 

15.0% 
15.0% 
15.0% 
14.5% 
13.0% 

X the 

i~iil~!
....
Property 
7%
 

Construction 
10% 

Agribusiness 
23% 

achairman and a committee of seven members to 
guide the organization. Day-to-day operations are 
the responsibility of a managing director and a 
permanent staff headed by ageneral manager. 

Tibiyo's stated policy is to actively promote the 

establishment of productive commercial projects in 
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mining, agriculture, agro-industry, other industry, 
and services that contribute to the economic pros-
perity of Swaziland. It has five primary objectives: 

* 	 Increase formal sector employment 
• 	Create income in the hands ofcitizens 
* 	 Foster economic independence and self 

sufficiency 

* 	 Earn or save valuable foreign exchange 
* 	 Develop the rural communities. 

At first, Tibiyo received mineral royalties and 
used these for its investments. In 1975, however, 
revenues from its existing investments were large
enough to sustain Tibiyo, and another institution, 
Tisuka Taka Ngwane, was established to invest 
revenue from mineral royalties. Tibiyo initially
invested in the mining and industrial sectors 
t'trough a form ula whereby future dividends on 
mining leases or land rights were used to acquirethe shares. 

Over the years, Tibiyo has been involved in
between 30 and 40 investments at any given time. 
These investments include most of the major
British and South African corporations in the 
country. By 1981, accumulated funds had grown to 
E46,017,573 from E-3,984,836 in 1974 (Stephen,
p.203). 

Tibiyo makes new investments in one of two 
ways. A project may be initiated by Tibiyo, which 
"identifies, researches and formulates proposals
for commercially viable projects in the sectors 
mentioned and invites - where desirable -suitable, 
experienced local and foreign partners to form with 
it joint-ventures" (Tibiyo brochure, undated) 
Alternatively, Tibiyo may be approached by
investors. It welcomes such proposals, provided 
they are in line with its objectives and are viable. 

Tibiyo has no firm rules about distribution of 
equity. Itgenerally prefers a minority interest, 
which enables it to invest in. a larger number of 
projects. Tibiyo's investments are listed by sector 
in Table 12. The table shows that a number of 
these projects are not joint ventures, but are 
instead 10( percent owned by Tibiyo. The major 
Tibiyo investments are valued at E54.7 million, 

The relationship between Tibiyo and the 
Government of Swaziland and between Tibiyo and 
other development institutions in the country has 
not always been clear. As one observer explains it: 

"To some itwould appear that there isa degree of 
rivalry and duplication between the activities of
Tibiyo and SIDC, but in fact this is not so. Tibiyo's
primary responsibility is to maximize the (private) 
returns on investment for the King; the interests of 
SIDC relate to the country as a whole, i.e.,
maximizing social returns. Inessence, Tibiyo isnot a 

development corporation." (de Vlerter inWhiteside, 
1989, p.157) 
Tension between Tibiyo and government offic­

ials has not been unknown in this regard: 
"Tibiyo's revenue and assets do not accrue to the 
Swazi Ministry of Finance, but are controlled by the 
traditional rulers organized through the monarchy....[it] has persistently resisted attempts to make it in 
any way accountable to parliament or to the Cabinet 

[but] not hesitated 
funds from the public account to mount and sustain 
... has to demL.id substantial 

its operations. ... Ibis to sonic conflict withhas led 
officials in the Swazi government, particularly the 
Finance Ministry." (1)aies, etal, 1985, pp.t19-20)
Tibiyo's strength is undoubtedly its ability to 

avoid lengthy procedures and to facilitate invest­
ment and development. Its weakness is a lack of 
accountability, which means that it has become and 
re man sail ved inu nrof ita ecs. 

c. Tisuka Taka Ngwane 

Tisuka Taka Ngwane, which means "pillars of the 
Swazi Nation," was established to receive the 
mineral revenues that had previously gone to 
Tibiyo. Its objectives are to promote health, wel­
fare, and housing in Swaziland; maintain and 
administer the traditional institutions; and fulfill 
anyother purpose set by the King in the interests of 
the nation. It is administered by a committee 
appointed by the Kirg. Tisuka has concentrated on 
investment in property, mainly in near urbanor 
areas. It has provided incentives for housing for 
low-, middle-, and high-income groups as well as 
commercial buildings. It is also reported as having

other investments, including some in agriculture,

and as being prepared to consider joint ventures.
 

D. 	 Government Policy and the
 
Private Sector
 

The government's policy since independence has 
been one of encouraging a strong private sector as 
well as foreign investment. The role of the state in 
the economy has been restricted mainly to prov­
iding 	 the necessary physical and social infra­structure to support development, both in the 
modern private sector and the traditional rural sec­
tor. The government also provides the usual range
of public utilities, goods transportation, education, 
social services, etc. 

T government's role as it relates to the private
sector can be divided into active intervention, that 
is,
actions which are actually designed to encourage 
or discourage the private sector, and passive
intervention in shaping the business environment, 
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Table 12 Tlblyo Investments 

Sector/Company 

Agriculture/Agri-business 
Ubombo Ranches Ltd 
Sivunga Estate 
Mhlume (SWD) Sugar Co Ltd* 
Sihoye Estate 
Royal Swaziland Sugar Corporation Ltd* 
Tibiyo Dairy Project 
Tibiyo Maize Project 
Tibiyo Rice Project 
Tibiyo Cattle Project 
Sivandze Shiselweni 
Inyoni Yami Swaziland Irrigation Scheme 
Tibiyo Forests 
Tibiyo National Milling Company (Ply) Ltd 
Tibiyo Granaries 
Swaziland Meat Industries* 

Mining 
Havelock Asbestos Mine (Swd) Ltd 

Manufacturing 
Swaziland Breweries Ltd 
Langa National Brickworks 
Jubilee Printing &Publishing Co (Ply) Ltd 
Swazi Observer (Ply) Lid 

Wholesale/Retail 
Simunye Plaza 
Tibiyo Frasers (Ply) Ltd 

Hotels 
Swazi Spa Holdings Ltd 

Transport & Communications 
Tibiyo workshop 

Tibiyo Manica Freight 

Swaziland United Transport 


Holding % Activity 

40 Sugar 
100 
50 Sugar growing &milling
 

100 Sugar
 
32 Sugar growing and milling
 

100 Dairy farming Malkerns
 
100 Maize cultivation
 
100 Rice cultivation
 
100 Cattle rearing
 
100
 
50 Irrigated agriculture 

100 Forestry 
80 Milling

100 Grain storage 
40 Slaughter &processing of meat 

40 Mining of asbestos 

40 Production &bottling of beer 
40 Manufacture of clay bricks 

100 Commercial printing 
100 Production &distribution of newspaper 

25 Shopping complex
 
50 Retail &wholesale
 

39 Hotel &casino complex 

100 Repair of Tibiyo vehicles
 
50 Shipping and removal
 
40 Transport of goods


Royal Swazi National Airways Corporation Limited 50 Air travel 

Banking, Insurance, etc. 
Bank of Credit & Commerce International (Swd)(Pty) Ltd 45 Commercial banking 
Tibiyo Insurance Brokers (Ply) Ltd 53 Insurance 

Notes: * indicates involved inmore than one sector. 
SOURCE: Tibiyo brochure, undated. 

an intangible but essential measure of business 
confidence which is crucial for new investors, 

Active Intervention 

Active intervention can take several forms: incen-
tive packages, investnent facilities and promotion, 
business registration, taxation, exchange controls, 
and wage and price policies. Each of these are 
discussed below, 

Incentive Packages. Swaziland provides a series 
of incentives designed to attract industry, including 
a tax holiday, generous depreciation and training 
allowances, carry forward of losses, and local pref­
erence on tenders. Swaziland has not tried to com­
pete with other countries in the region through 
incentive packages, preferring to rely on its favor­
able business climate to attract investors. In fact, 
various surveys around the region have found in­
centives are not the major factor influencing firms 
to locate to a particular area (see Whiteside, 1989). 
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Investment Facilitiesand Promotion.As discuss-
ed in the preceding sections, SIDC, Tibiyo, and 
Tisuka facilitate investment capital and expedite 
investment in Swaziland. In addition, the Trade 
Promotion Unit of the Ministry of Commerce, 
Industry and Tourism promotes exports by func-
tioning as a catalyst to motivate exporters. Its 
principal functions are to: 

* 	 Identify and develop products and markets 

* 	 Operate a trade information service 

* 	 Provide specialized support services to 
exporters and associated institutions 

* 	 Undertake foreign promotions and publicity, 

Business Registration. The government controls 
the establishment otbusiness, but the process can 
he accomplished quickly and easily, and tIre 
controls are not a hindrance. 

naiioni Policies Taxationi is also directly
con,rotlled by the government. The ?7.5 percent
co~rporag 7. ce tenlax rate is nmt eicd a pxcess 


husiiss canlunitv. Personail income ta'x is 
m~arginally higher than in S o~uthA frica, ut theThgo\ emnent has recently t keii steps to reduce i. 

Eichin~ic Controls. The Central Bank admin-
isters exchange controls through the commercial 
banks d,,ignatcd as author,/ed dealers, and these 
banks handle m st transactions. In general, foreign 
exchange is not a problem in Swaziland, and the 
link to South Africa through the CA)mmon Mone-
tar' Area ensures a free flow of funds. Dividends 
and profits are ea:,ily repatriated, 

Wage and Price Policies. Wages and prices are 
often set in developing countries. However, in 
Swaziland the prices of only a few staples are set by 
the government, and this has little impact on the 
economy. Wages are set in terms of minimum-wage 
legislation, but the rates are regarded as low by 
regional standards; in fact, a 1989 employment 
survey found that most companies in the Matsapha 
Industrial Arc, were paying abeve the minimum, 
Labor legislation and labor relations fall under the 
Ministry of Labour and Public Service. In general, 
the labor force is disciplined and productive. 

2. 	 Passive Intervention: Creating a
 
Favorable Business Climate
 

Swaziland's stated development policy - an open 
economy which encourages a free-market system 
and in which there is little direct interference by 
government - makes it an attractive location for 
private investors. The country's success in attract­

ing new investment would seem to support this: 
Swaziland has been the most successful country in 
the southern Africa region in attracting new invest­

ment since 'he early 1980s, and a recent report 
prepared by Frost and Sullivan ranked Swaziland 
well above all countries in the Southern Africa 
region in terms of its investment climate. 

Swaziland's best investment promoters are the 
executives of international firms that have invested 
in the nation. In :ire-.'ri! ,!r'v the,,. h-liess 
people cited the supportive tree market attitude of 

the govcrnmenl; a highly regarded, stable labor 
force; political and social stability; and otherlictors such as location and preferential access to 

world markets as the main reasons for wanting to 
rsltablish a business operation in Swaziland.curn ureti So hAf ca asp vdThe eurreiit ulirest in South Africa has prolvided d 
Swaziland with a unique opportunity to expand its 
industrial base by attracting new industries and 
experienced industrialists. The government has for 
the most part created the type of environment 
attractivc to companies relocating from South 
Africa because of the social and political upheaval 
there and the external pressures to disinvest. But 
this situation will not last forever; once there has 
been an acceptable settlement of the situation in 

South Africa, industrialists may very well decide to 
return to its larger markets and more developed 
service infrastructure. Thus the challenge for 
Swaziland in the future, is to aggressively attract 
new investors and to maintain the investment 
climate and tire investors it already has. 

Recent developments with regard to land tenure 
policy have demonstrated to the government how 
easy it is to adversely affect the investment climate 
in the country and how important it is to influence 
investor perceptions if growth is to continue. 
(See Chapter 1, B for more details on land tenure.) 
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Parastatals
 

Parastatals, or state-owned enterprises, are 
generally established to undertake functions the 
private sector cannot or will not perform, or to 
provide the government with a measure of control 
over the economy. Most of the 24 parastatals in 
Swaziland (see Table 13) have been operating for 
over 10 years (many were operating before 
independence in 1968), and the parastatal share of 
GDP is estimated to be 7 percen. Farastatals are 
not major employers in Swaziland; only 5,(Xm
people, or less than 10 percent of the total wage 
labor force, are employed by the parastatals. 

Although accurate figures are difficult to find, 
Swazi government spending on parastatals has 
been increasing, mostly to cover losses. Such 
spending competes with otlier development needs. 

A. Parastatal Performance 

Funding for parastatals consumes an average of 25 
percent of the government's capital expenditures. 
Flows of funds are shown in Table 14. Three 
parastatals - the electricity board, the national 
airline, and the national rail-road - account for 60 
percent o1 that expenditure (see Table 15). The 
majority of parastatals have posted losses; three 
parastatals have accumulated substantial losses 
every year (see Figure 14)1. The most important 
factors affecting the performance of the major 
parastatals are discussed below, 

Poor Quality Standards.An example of this is 

the difficulty faced by the Swaziland Dairy Board, 
which has seen a steady decline in the demand for 

7. The flow ofrunds from the government to non-financiat para­
statals isnot theonlymeasurcof thetransferof resources between 
them because (1) much new lending entered into byparasiatals is 
guaranteed by the government, (2) accumulated losses in a 
number of parastatals arc being funded by non-payment of 
interest and principal fo:govcrnmeni tloans, and (3)debt incurred 
between publie enterprises is unlikely to be recovered andcan be 
written off only if the government injects additional funds, 

pasteurized milk and emasi, largely attributed to 
the poor quality of these products. 

Poor Management of Loan Portfolios. The 
difficulties faced by the Central Cooperative Union 
(CCU) are largely the result of poor supervision 
and management of the cooperatives it serviced in 
the past. The CCU served as intermediary between 
the Swaziland Development and Savings Bank 
(SDSB) and primary cooperatives. Since these 
cooperatives operate at a loss (due in part to poor
management practices), they have defaulted on 
most CCU loans. Along the same lines, the SDSB 
has also been accused of poor portfolio manage­
ment; an estimated 29 percent of its portfolio is 
said to be non-performing. 

Poor Management Practices and Decisions. The 

losses posted by the national airline may in part be 
due to poor choice of equipment and a decision to 
concentrate resources on the presumably more 
glamorous pu 'enger services and less on the 
potentially more profitable air cargo services. In 
the cases of some parastatals, the tariff structure 
may inadequately reflect the cost of the services 
provided. The detcriorating financial condition of 
the Water and Sewerage Board has been attributed 
to the government's reluctance to authorize tariff 
increases. The Small Enterprise Development 
Corporation (SEDCO) has run into financial 
difficulties because its low rents have made it 
difficult to cover expenses, and low rents in part 
discourage repayment. 

Uncovered Foreign Exchange Risks. This has 
been said to be the cause of recent poor perform­
ance by the Swaziland Electricity Board (SEB), 
which recorded consistent profits from its incept­
ion in 1963 until 1986. The SEB took a large 

foreign loan to finance the Luphohlo-Ezulwini 
hydroelectric plant, and since 1986 its profits have 
been adversely affected by the deterioration of the 
Lilangeni. Tariffs on electricity generated at the 

b 
plant are inadequate to cover these newly inflated 
loans. 
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Table 13 Overview of Parastatals InSwaziland 

Name 

Agriculture 
Swaziland Dairy Board (SDB) 

Swaziland Cotton Board (SCB) 

Central Cooperative Union (CCU) 


National Maize Corporation (NMC) 

National Agricultural Marketing Board (NAMB) 


Transport 
Swaziland Railway (SR) 

Royal Swazi National Airways Corporation (RSNAC) 

Central Transport Administration (CTA) 


Industry and Commerce 

Activity 

Producer and distributor of dairy products; runs two
 
dalry farms, produces livestock feed; Imports and
 
distributes yogurt and ice cream.
 
Trades Inraw cotton; collects levy on cotton.
 
Umbrella organization for 79 primary cooperatives;
 
major supplier of agricultural Inputs and credit to
 
cooperatives; operaias own education training
 
department.; arranges audits and supervision for
 
members.
 
Coordinates processing of milled maize.
 
Buys local produce and markets itfor farmer through
 
network of wholesale and collection depots; issues
 
permits to importers of maize and other feed
 

Runs all rail transport
 
Passenger air transport services; some cargo.
 
Operates within Ministry of Works and
 
Communications; operates government transport.
 

National InrJustrial Development Corpoation of Swaziland (NIOCS) 

Small Enterprie: 3uv.;upment Cumpany (SEDCO) 

Commercial Board (CB) 

Piggs Peak Hotel (PPH) 

Swaziland Tourism Development Company (STDC) 

Swaziland Trade Fair Company (STFC) 


Communications 
Posts and Telecommunications Corporation (P&T) 

Infrastructure 
Swazliand Electricity Board (SEB) 

National Housing Board (NHB) 

Water and Sewerage Board (NSB) 

Services and Others 
Swaziland Television Authority (TVA) 


Swaziland Development and Savings Bank (SDSB) 


Swaziland National Provident Fund (NPF) 


Swaziland Royal Insurance Corporation (SRIC) 

University of Swaziland (UNISWA) 

Swaziland National Trust Commission (SNTC) 


Assets transferred to SIDC 
Operates 7 Industrial estates serving as "nurseries" for 
Swazi enterprises. 
Regulates wholesale and retail trade; grants trading 
licences
 
Tourist services
 
Promotes Swaziland as tourist destinstlon
 
Organizes trade fairs
 

Operates all post and telecommunication services
 

Builft and operates 2hydroelectric plants providing
 
electricity to Swaziland
 
Implements government housing programs; develops
housing on self-financing basis; site-and-service
 
development.
 
Operates water and sanitation facilities in designated
 
urban areas.
 

Operates national broadcasting service and isonly
 
organization licensed to rent TV sets.
 
Provides rural credit, credit for rural cooperatives;
 
re-entered home-loan market.
 
Wage Insurance/social security scheme for wage
 
earners who are no longer able to work.
 
Monopoly over Insurance.
 
Higher education.
 
Responsible for conservation of natural environment
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Table 14 Flow of Funds from Government to Non-financl&l Public Enterprises (E million) 

1985 1986 1987* 1988** 1989** 

Total GOS funds to non-financial 
public enterprises (1) 19.6 17.2 20.5 27.7 13.2 

Total GOS revenue &grants (2) 
Total GOS capital expenditure (3) 

221.5 
53.8 

243.9 
87.3 

255.1 
73.3 

337.3 
64.8 

359.7 
95.0 

(1)as a percentage of (2) 9 7 8 8 4 
(1)as a percentage of (3) 36 20 28 43 14 

Note: Year ending 31 March * Preliminary * Budget 
SOURCE: Ministry of Finance 

Table 15 	 Composition of Flow of Funds from Government to Non-financial Public 
Enterprises (Percentage of Total Flow) 

1985 1986 1987 1988 1989
 

Swaziland Electricity 29 18 13 15 
Royal Swazl Airways 18 27 20 28 55 
Swaziland Railways 39 3 28 10 3 
NIDCS 27 7 6 
SEDCO 2 3 2 1 3 
Water &Sewerage Board 9 16 3 5 5 
Televislon Authority - 5 4 19 
SIDC - 13 
Piggs Peak Hotel 	 7 13 
National Maize Corp. 	 11 -
SDSB 	 7 
Others 5 15 6 
TOTAL 100 100 100 100 100 

SOURCE: A Description of the Private Seclor inSwaziland, 1989 

Figure 14 
Parastatal Performance: Annual Net Profit/Loss - Major Public Enterprises 

E million 
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SOURCE: Financial statements of various parastatals 
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Part II
 

Opportunities and Constraints to 
Private Sector Development and Growth 



5
 

The Environment for Doing Business in
 
Swaziland
 

This chapter discusses the primary reasons for 
doing business in Swaziland, as well as some 
potential bottlenecks that could adversely affect 
private sect. ir development. 

A. Why Conduct Business in 
Swaziland? 

The business climate, an intangible but never-
theless central factor in the process of decision 

makig inall has generallyompaiesSwaziland. been 
perceived as very favorable by entrepreneurs oper­
ating in Swaziland. Data from the various studies 
and sources cited in Part Iof this document suggest 
that a number of key policies foster and facilitate 
private sector growth and expansion in Swaziland. 
The results of these policies are summarized below, 

Access to Varied and Well-Developed Sources of 
Investment Capital.Swaziland is a member (with 
Lesotho and South Africa) of the r ommon 
MonetaryArea (CMA). Thisallows the free flowof 
money across borders. Thus Swazi business people 
and investors have access to the well-developed 
money and capital markets in South Africa. 
Furthermore, South Africa has a two tier currency, 
with a commercial rand with which dividends and 
profitscanberepatriatcdandadiscounted financial 
rand with which money for certain investments can 
be brought in. This only applies to investors from 
outside the CMA. The Central Bank controls the 
use of the financial rand for investment in 
Swaziland. 

Swaziland has devc!oped its own active fin-
ancial sector. The larger commercial banks are 
complemented by a numbcr of other financial 
institutions, some of which (for example, the 
Swaziland National Provident Fund) are relatively 
unexploited but potentially rich sources of capital, 
Institutions such as the Swaziland Industrial Dcv-
clopment Company and Tibiyo Taka Ngwane are 

available as sources of equity capital as well as 
expediters and facilitators for the foreign investor. 
International financial institutions are also a 
potential source of capital. 

Few Procedures Imposed by the Government. In 
contrast with so many other African countries, 
paperwork and transaction costs for the willing 
investor are kept to a minimum. Repatriation of 
capital profits and dividends, another major source 
of headaches for many foreign firms operating in 
other countrics in the region, is not a problem inFurthermore, corruption is minimal. 

Stability. In addition to political and social 
stability, Swaziland offers a stable and coherent set 
of economic policies that make business planning 
easier and reduce the risks of doing business in the 
country. This stability encourages entrepreneurs to 
take a long-term view of their investments and thus 
encourages activities, such as in-house training 
programs and infrastructure improvements, that 
may be socially beneficial but require longer 
gestation periods. 

Access to a Well-Developed Network of Services 
and Markets. Conducting business in Swaziland is 
made easier because of the country's ready access to 
a wide variety of services from South Afiica. Thus 
running a business in Swaziland is less expensive 
than it might be in other countries. In addition to 
the large South African market, part of a common 
customs union, the entrepreneur locating in Swazi­
land has preferential access to the European and 
African markets not available to firms operating 
out of South Africa. 

Access to a Well-Disciplined and Inexpensive 
Labor Force. Wages are reasonable in Swaziland. 
The labor pool is function!:lly literate and numer­
ate, and most Swazi can speak some English. Labor 
relations have been relatively stable but unions are 
becoming more active. Employers and government 
have not yet indicated how they will respond. 
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B. Bottlenecks in Private 
Sector Development 

Despite the many positive aspects of doing business
Desitethemaypsitveaspctsof oig bsinss 
in Swaziland, a number of serious or potentially 
serious problem areas can inhibit the growth of theand thus the development of theraThesetore sinvested 

Land Tenure and Land Use Issues. Swaziland 
faces three basic challenges with regard to land: 

* 	 Convince the business community that its 
land holdings are secure, despite the 
September 19& Royal Decree 

* 	 Develop Swazi Nation Land to its full 
potential 

" 	 Ensure that Title Deed Land is used 
efficiently. 

Since it appears that the Royal Decree on 
property transactions (see Chapter 1,section B in 
Part 1)will not be revoked in the near future, itis 
hoped with the passage of time and the realization 
that it is not going to be used indiscriminately, if at 
all, the decree will no longer he amatter of concern. 

Developing Swazi Nation Land to its full 
potential iscritical because so much of the popula-
tion lives on this land and depends on it for income 
and sustenance. Moreover, given the country's high 
rate of population growth, (3.3 percent), Swazi 
Nation Land must support a rapidly increasing 
number of people. Swazi Nation Land has consist-
entlylaggcd behindTitle Deed Landin productivity 
and output. Making Swazi Nation Land more 
productive depends on improving both incentives 
(prices for producers) and access to critical inputs. 

Improving prices for producers could be 
accomplished by either altering the goverm; icnt's 
agricultural pricing policies or altering current 
Swazi Nation Land marketing channels. Prices paid 
to producers of many of the products grown on 
Swazi Nation Land are controlled by marketing 
boards, all of which are parastatals. Many Swazi 
produce farmers are unhappy with the performance 
of the National Agricultural Marketing Board,
which was established to encourage indigenous 
producers. Farmers do not receive payment for 
their produce for up to 31 days after delivery, 
Enlisting the private sector to assume the functions 
of many of the Marketing Boards is under active 
consideration. 

Access to inputs iscurrently restricted primarily 
because Swazi farmers do not have access to credit 
to use in financing their purchases. Because Swazi 
Nation Land is communal, it cannot be used as 
collateral. Banks will accept cattle as collateral, but 
there are two drawbacks to this system. First, the 

loans banks will provide are too small and shirt­
term in nature to he useful for farmers who wish toinvest in commercial production al-tivities. Second, 
Swazi Nation Land isalready ovei -stocked, has lowofftake rates and is becoming increasingly
derae s ad surprising incretuns 
degraded.This ishardly surprising since the returns
 
to cattle are higher than the returns to capitalin the banking system. The ability to use 
cattle as collateral encourages farmers to expand 

their stocks in direct contradiction to the Ministry 
of Agriculture's aim of reducinv cattle stocks. 

The third challenge with regard to land is to 
ensure the efficiency of Title Deed Land. Between 
1971 and 1986 the proportion of Title Deed Land 
used for fiarming fell from 40 percent to 29 percent. 
Thus there appears to be increasing non-use of 
parts of Title Deed Land farms. Farmers who 
choose to leave portions of their farms idle are not 
currently penalized and as such may prefer to
simply hold the land as away of avoiding taxes and 
speculatingon its price. One way of increasing land 
use may be to impose a tax or a levy on under­
utilized land. 

Lock of Access to redit fir Small-Scale 
Enterprises. While Swaziland enjoys a well­
developed financial sectorand numerous sources of 
capital, the 1989 survey of the private sector found 
that few of the smaller firms have access to these 
resources. According to the survey, none but the 
largest firms used formal sources of financing with 
any degree of regularity. Small businesses have 
difficulty inobtaining credit primarily because they 
have difficulty in mecting requirements for 
collateral. Moreover, smallerentreprencurs believe 
that the formal banking institutions have neither 
the time nor the interest in dealing with newer and 
smaller firms. In fact, survey results suggest that 
because of this perception, few of the smaller 
entrcpreneurs even bother toapply for formal bank 
loans. Some reasonably effective credit schemes 
(such as the Business Management Extension 
Program and the Asikhutulisanc Credit Society) 
are aimed at the smaller firms already operating in 
Swaziland, but these schemes are themselves small 
and reach relatively few entrepreneurs. 

Tar Policies. Results froto the 1989 survey 
suggest that many in the business community would
like to see a number of aspects of the present tax 
policies and incentives in Swaziland changed. The 
current five-year tax holiday is not generally seen as 
much of a benefit to the investor, as tilefirst five 
years of operation are often not profitable and tie 
tax benefit cannot be carried forward. Firms would 
also like to see an improved set of tax incentives to 
encourage employee training. Export incentives as 
currently structured arc also not seen as being of 
much use. 
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Inefficient Bureaucracy and Inadequate Level of 
PublicServices.The rapid expansion of the economy 
and the resultant increase in urbanization has in-
creased the pressure on the physical infrastructure, 
including housing and roads. There is a tremendous 
backlog in urban housing; there is an acute nced to 
upgrade the Ngwenya-Manzini trunk road; the 
Ezulwini Valley needs improved water and sewer 
facilities; and the supply of electricity also needs to 
be improved. The slow implementaition of needed 
capital prujcts, due to lack of trained government 
staff and shortages of funds, has delayed much 
needed action in this regard. Results front the sur-
vey reflect this growing strain on existing services, 
Over 50 percent of the larger firms interviewed 
believe that the poor quality of basic government 
services (electricity, water, housing, etc.) has 
hindered the performance of their business. 

The inefficiency of the government isalso cited 
for the length of time required to obtain residence 
and work permits. Government promises to speed 

the process ofissuing residence permits and to issue 
five-year permits have yet to be fulfilled, and 
tensions between government and private business 
in this regard are likely to continue. Registration 
procedures are frequently time-consuming and are 
poorly coordinated among relevant ministries. 

Shortages of SkilledManpower. While there is a 
surplus of unskilled labor in Swaziland, results from 
a survey of employment suggest acute shortages of 
some types of skilled labor. Such shortages mean 
that many firms must recruit their supervisory and 
technical personnel outside of Swaziland, and this 
increascs costs. Those responding to the survey 
complained that the education system is not 
providingsufficient graduates with skills relevant to 
the private sector. Perceptions of how education 
could be improved varied by the size of the firm. 
Smaller entrepreneurs were most interested in 
upgrading accounting and financial management 
skills, while larger firms were concerned with 
management and supervisory skills. 
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.Areas with Potential for Private Sector
 
Growth 

If Swaziland is successful in overcoming the 
bottlenecks to development highlighted in Chapter 
5,where can one expect to see growth in the future? 
This section outlines the areas which seem to hold 
the greatest potential for growth. 

A. Agriculture and 
Agro-Industry 

Given Swaziland's rich agricultural resources and 

fairly well-dcvcloped industrial base, many of the 
opportunities noted below fall under the area of 
agro-industry and agro-proccssing. The agro-
industrial sector has been a major contributor to 
produ -lion, employment, and exports since indc­
pend cc, and the various National Development 
Plans have made it clear that agriculture is the 
backbone of Swaziland's development policy. 

In the 1989 survey of the private sector, almost 
30 percent of the respondents said that agriculture, 
either for domestic consumption or for export, 
offers the highest potential returns for the investor, 
Interviewees suggested that prospects for agricul-
ture would be even greater if land usage were 
rationalized and funding for agriculture research 
increased. Below is a brief overview of some of the 
types of agri-business opportunities available in 
Swaziland. 

1. Forestry and Foresby Products 

The climate and terrain of Swaziland make the 
country ideal for forestry, and timber and pulpwood 
tree varieties are grown. Trees for pulp can be 
han'cstcd after 16 years in Swaziland as opposed to 
40 years in Europe. Timber plantations cover 
between 6and 7 percent of the country, and the 
Usutu forest isamong the largest forest plantations 
in the world. Sizeable forests also are found in the 
Nhlangano and Piggs Peak areas. Forestry islabor-
intensive and thus a major employer, and it is a 
major source of raw rmaterials for the agro-
industrial sector, 

As forest products arc generally processed 
beforc export, forestry has become the second most 
important agro-industry in Swaziland. Products 
include sawn raw timber, wood pulp, and wood 
products manufactured primarily at thrce sawmills 
and apulplmill. Various other enterprises make use 
of the cut timber produced by the sawmills. 
Wood products are mainly exported as raw 

timber, bu; increasing quantities are being used 
within the country to produce a range of finished 
wood routryPn product are orted 

Europe, nd high-quality furniture is produced and 

sold locally. A chipboard factory recently estab­
lished at Nhlangano produces for export and is a 
good example of this vertical integration. 

The pulp mill islocated at Bhunya, in the largest 
forest, and protuces about 180,XX) metric tons of 
unbleached pulp per year, exported mainly to East 
Asia and Europe. An cstimated 80 percent of the 
pulp is sold through Usutu's marketing arm in 
Hong Kong. Export earnings stood at E125 million 
in 1988 and arc expected to rise. The raw pulp isnot 
used locally, but potential exists for apaper milling 
enterprise to be linked to the mill. It is understood 
that a factory at Matsapha has recently been 
convcncd to produce kraft paper and paper tissue. 
Because the demand for pulp isexpected to remain 
strong, this subsctor of the economy is likely to 
remain an important c:ontributor to income, foreign 

exchange, and employment. 

2. Fresh Fruit 

Pineapples are grown almost exclusively in the 
Malkerns area of the Middleveld. The average 
revenue earned by pineapples has increased more 
ihan that of any other agricultural produce, rising 
LomalowofE427 per hectarein 1971-72 to E2,969 
pc. hectare in 19M6-87. Despite these economic 
incentives, the land area devoted to pineapple 
cultivation has remained virtually static, largely 
because of ashortage of Title Deed Land for crops 
in the Middleveld. This problem was compounded 
by an outbreak of disease, which depressed 
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production in 1987. However, replacements for 
pineapple plants damaged by pests and disease are 
now coming to fruit, and the 1989 crop is expected 
to be 20 percent higher than the 1988 crop. 

The export value of citrus has continued to 
increase steadily, from E7.6 million in 1980 
(current prices) to E36.2 million in 1986. No consis-
tent information on the average yield per hectare of 
citrus orchardscan be found, but the steadyincrease 
in market prices has maintained the value of citrus 
export sales. 

Bananas are also being studied as a potential 
export crop. 

3. Fruit Canning 
The fruit canning industry currently comprises one 

factory, located at Malkerns, where pineapple andsomecitus fuitarecannd.hisindutryhas
some citrus fruit are canned. This industry haspotential for expansion, but this depends on 

increasing fruit production. Farmers on Swazi 
Nation Land could supplement the supply from 
Title Deed Land farms, 

4. Herbs and Horticultural Crops 

The four distinct ecological zones provide an 
opportunity to grow herbs and horticultural crops 
throughout the calendar year, thus providing an 
opportunity to access the lucrative winter markets 
for fresh produce in Europe. The highly productive
soil and climate in the Malkcrns Valley, for 
example, are ideal for a broad spectrum of herbs, 
spices and vegetables. A modern dehydration facil-
ity in this area could supply the unsatisfied demand 
in the international market for dehydrated 
vegetables and condiments for packaged soups. 

5. Cotton 

Cotton is grown on the larger Title Deed Land 
farms, on government-supervised irrigation 
schemes, and by subsistence smallholders on Swazi 
Nation Land. The total area planted in 1988 was 
estimated at 20,000 hectares in Title Deed Land, 
and cotton was the principal cash crop of some 
12,000 Swazi Nation Land farmers, 

Because of the increase in the area under 
cultivation, the 1989 cotton harvest was expected to 
be significantly better than the 1988 harvest, and 
establishment of a textile mill and a developing
local textile industry ensure a continued internal 
market for the cotton crop. 

Cotton is currently processed at two ginneries, at 
Matsapha and Big Bend. Each has the capacity to 
process all current output, but the developing text-
ile industry promises more business for each. There 

is also potential for extraction of oil from the 
cottonseed. 

6. Dairy Production and Animal Feed 
While prospects for commercialization of the 

ie prosts fr comecialon of the 
livesto ind a diteor 
production isconsiderably brighter. 

Cattle remain an important store of wealth 
rather than a source of income in the traditional 
sector, and this inhibits the commercialization of 
livestock farming. In 1987, only 18 percent of allcattle were on Title Deed Land and the national 
offtake rate was only 11.4 percent; on Swazi Nation 

Land the offtake was as low as 3 percent. Attempts
to encourage commercial livestock farming on 
Swaziment AreaNationProgramLand havethroughhad thesomeRural Develop­effect, but the 
p ria o ranhe in the eed andprivately owned ranches in the Middlcvcd and 
Lowveld, as well as some Tibiyo farms, account foralmost all commercial production. 

The Swaziland Dairy Boatd (SDB), a parastatal 
that has a monopoly over milk sales, operates the 
major dairy. The "fresh" milk is made up from 
locally produced milk, industrial milk bought from 
South Africa, and European Community surplus
powdered milk. The low quality of the milk is part 
of the reason why SDB sales of milk and associated 
products have declined, and dairy production is an 
area where there is an opportunity for growth for a 
private sector concern. 

The SDB also operates tie only feed mill in 
Swaziland. This mill produces about 3,(XX) tons of 
feed ayear, with most of the raw material imported 
from South Africa. This sector has potential for 
backward and forward linkages with local industry. 

7. Meat Processing 

The commercial abattoir in Swaziland, recently
reestablished after provisional liquidation, 
slaughters and processes meat for the local market 
as well as for export. Before reopening, the building 
underwent reconstruction to conform with rigorous 
international health and hygiene standards. There 
is considerable potential for increasing the offtake 
from the national herd, but this sector faces 
problems due to the role of cattle in Swazi society. 

8. Textiles and Footwear 

Textiles and footwear are the fastest growing areas 
of investment in Swaziland, accounting for 13.7 
percent of the sales in the subsector. Most of the 
production is exported. 

The recent establishment of the National Textile 
Corporation (NATEX) of Swaziland is an example 
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of the vertical integration possible in the agric-
ultural and manufacturing sectors of the economy. 
This company supplies local clothing manufact-
urcrs with fabric from locally-grown cotton and 
employs over 650 people. But the continued growth 
of the textile and footwear industry in Swaziland 
will depend on the country's ability to remain 
competitive with other areas in the region. 

B. Other Manufacturing 

Much of the major investment in this area has taken 
place too recently to appear in the available 
statistics. Nonetheless, it is apparent that Swaziland 
is rapidly developing a broad-based industrial 
sector. In general, the workforce is capable of 
manufacturing a broad range of labor-intensive 
products. 

A siall, but growing ructad-products subsector 
accounts for 11.8 percent of' manufacturing salcs. 
Much of the production is used locally, although 
there is also significant cxport. Mozainibiquc is 
likely to provean important market. 

C. Mining 

Mining is a labor-int ensive operation that can take 
advantagc of the abundant and inexpensive labor 
pool available in Swaziland. A possible major 
developn tt seemis to be the expansion of coal 
mining fur the proposed ferrichrome plant at 
Mpaka or to further develop new export markets. A 
thermal poiwer station had been proposed, but this 
no lotger appears ti be economtically viable. Such a 
power stnntion would also have negative 
environtenal iandScouCXCeS, alhough the sulphur 
citerit ofSwaziland coal meas it is less pllutitg 
than that currently burned in South Africa. In 
addition, there is snic potential fur additional 
forward linkages, particularly in the case of 
asbestos, although at present Bcral Brakes is the 
only local nranulicturcr using asbestos. 

D. The Service Sector 

The service sector includes the housing and real 
estate, building and construction, transportation, 
and tourism industries. 

1. Housing and Real Estate 

Public housing in Swaziland is provided by a 
number of organizations, including the town 
councils of Mbabane and Manzini, various 
ministries, the National Housing Board, the 
Swaziland Development andSavings Bank (SDSB), 

and a Townships Authority under the control of 
Tinkhundla. Government housing includes approx­
imately 5,3(1 units. However, few units have been 
built in the past decade, and 0,(XX) people arc on a 
waiting list. This could be an area of growth. In 
addition to public hotsing, the burgeoning squatter 
areas in Swaziland's urban centers urgently need to 
be upgraded, and this can provide development 
opportunities as well. 

Private housing, industrial sites, and farns can 
be bought and sold in Swaziland. Although the 
question of' land ownership may remain sensitive 
(see Chapter I, section B in Part I of this report), 
enough data are available on the contribution of 
real estate to the GI)P to suggest that this, too, 
could be an area of growth. 

2. Building and Construction 

Building and construction is an irporlanl sub­
sector of [i cconomyh aind is the second largest 
contributor in the serviccs sector. The industry 
depends in govcrncni, industry, and private 
housing lor usincrss and ilicrelfrc is sensitive lo 
large govcrincint projccts, the invcsinicnt climiate, 
and the stic oi tIe ccononrv. 

The ireiriidi s backlog ii infrastructure 
develiopment iil lie urbtan areas olSwkazilanid nieans 

that prospecis for tiis sibsectir are good. The 
govcerntlent has just begun readdress tlie probleuns 
arising from the inllux of people to the urban areas 
(and tre cii ant squaliriosing) ii two 
major studies: one on the Fzil.wini Valley 
(completed) Ianrd one on urban infrastructure 
(under way). Once these studies have beenaccepted, it is hoed that there will be major 
investment ii huusinng, which could not only biost 
the construcioun industrV but also contribute tIo 

many itler sctirs Of Ire cintirnry. 

3. Transportation 
Much of the transportation seClor is .u,.'rcd by
 
parastalals su-, is ihtc rail%%ay (Sv ur/iid Railway)
 
and airline (Royal Swa,'i National Airwa'ys 
Corporation). Both ol these arc owned bv thre 
government, allthough Tibiyit ha,s a 511 percent 
holding in tie airlinc. Two private cimpartics arc 
involved in air transport: Swazi Air (Cargoes,which 
operates a Boeing 707 freighter, and Scanir, v;hich 
offers several small aircraft for chatter. Air 
transport could become mire inmportant if cxlports 
of fresh produce to Europe increase. 

There is roomifor growh in land transport as 
well. At this time local road haulage is dominated 
by two companies: Unitrats and Cargo Carriers. 
The former is part of the nnltinational United 
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Transport group (Tibiyo holds a 40 percent share), 
andthelatterisasubsidiaryofaSouthAfricanfirm. 
Both of these companies iave large fleets and 
handle predominantly bulk commodities. A 
number of smaller firms c,:nvey mainly local 
consignments of coal, maize, sugarcane, sugar, 
timber, and general goods, and some of the larger 
companies (for example, the sugar estates and 
timber plantations) operate their own fleets. 

All road transport for passengers is privately 
operated. Taxis and minibuses operate primarily in 
urban areas; minibuses also carry people to major 
cities in the region. Lirger buses are used on longer 
routes within the country. The number of fleet 
owners is relatively small due to the high cost of 
equipment. 

The transportation sector isone in which Swazi 
entrepreneurs have achieved success, and where 
there may be potential for growth. But any judge-
merit regarding its potential will need further 
analysis, both in terms of available data and the 
legislative framework in which transporters 
operate. 
4. Tourism 


Tourism, which began in Swaziland with the 
openingof the Royal Swazi Ilotcl in1966, twoyears 
before independence, is a large employer and earns 
considerable revenue. Hotel tourism hais grown at a 
mean annual compound rate of 11.2 percent over 
the period 1969-86. 

The majority of visitors to Swaziland are either 
South African or resident in South Africa. Statist-
ics for the period 1978-86 show that this group 
constituted between 67.6 and 73.5 percent of all 
guests. Thus the industry has been greatly influen,-
ed by the attitudes, tastes, and perceptions of South 
African residents, aswellas bythe altcrnativesopen 
to them in other parts of the region and, of course, 
the general economic climate in South Africa. 

The tourist industry in Swaziland is highly 
centralized and dominated by the private sector and 
foreign companies. Tibiyo hasa 30 percent holding 
in the largest group, Swazi Spa Holdings, and 
although the Piggs Peak Hotel is a parastatal, a 
South African chain has the management contract. 
Most facilitiesare located inthe Mbabane-Manzini 
corridor, and virtually all hotels were completed by 
1974. The only development since that time has 
been the 50-bed hotel and casino at Nhlangano, 
completed in 1978, and the 106-room complex at 
Piggs Peak, which opened in 1986. The Ezulwitii 
Valley was given a further boost by the opening ofa 
convention center in 1983. 

If the tourism industry in Swaziland is able to 
market itself as aggressively as that in Mauritius, 

and attract entrepreneurs, it has good growth 
potential within the overall Southern African 
sector. In South Africa, official projections put the 
mean annual growth rates at 6 to 8 p( rcent for 
international visitors and 10 to 12 percent for 
domestic tourists overa 10-year period beginningin 
1983-84. These forecasts relate to all tourist 
establishments, not only hotels, and assume the 
maintenance of a political status quo. Sun Inter­
national, the major hotel chain in Swaziland and 
one of the largest in Southern Africa, is basing its 
forecasts on a 10 to 15 percent mean annual growth 
rate over the next decade -a rate very close to the 
official South African figure. 

lfthese projections are correct, it is possible that 
the number of tourists entering Swaziland could 
grow to 512,W(X) by the year 2(X)6, double the 1986 
level. This would require an additional 1,025 hotel 
rooms. Plans fIr new hotels wcrc postponed in 
198S, but at the end of 1989 the press reported that 

a number of new hotels were being considered. 

E. Opportunities for
 
Privatization 

The Swazi governnicn, recently formed tie Public 
Enterprise Unit to evaluate [ticrole of parastatals 
and consider privatization of certain parastatals. 
Privatization schemes could allow businesses and 
indivilual investors, both Swazi and otherwise, to 
invest in and benefit from the ownership of private 
companies. 

Not all parastatals wuld be amenable to privat­
ization, and even those that are may require differ­
ent privatization schemes. Some institutions are 
unlikely to ever be candidates for privatization, 
even if they are destined to lose money lir the fore­
seeable future, because their continued existence is 
regarded as being in the national interest. An 
exatmple of this isRoyal Swazi Airlines. Other para­
slatals, for example the Swaziland Electricity 
Board, have incurred losses due to extraneous 
factors such as th',. 1984 cyclone and a dramatic fall 
in the value of the lilangeni. The government 
regards their losses as temporary and is unlikely to 
want to divest. 

Ilowcver, a number of parastatals (both profit­
able and unprofitable) operate in areas that could 
be occupied by the private sector. Examples arc the 
Swaziland Dairy Board and the National Agric­
ullural Marketing Board. Neither of these has been 
performing well, and fItrncrs are becoming increas­
ingly inpaticnt with their pooir pcrirnancce,which 
can bc atiribuicd to management prolblems. Many 
of their marketing and production functions (tie 
feed mill, fir example) could well be undertaken by 
private sector concerns. 
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7 

The Role of the Private Sector 
in Promoting Its Own Growth 

As the economy has developed and become more 
sophisticated, so the potential for increased back-
ward and forward linkages has grown. There is 
potentia! to provide raw materials to industry and 
to further process finished goods. As the preceding 
chapters have noted, the opportunities for these 
linkages to develop arc plentiful; the main need is 
for greater communication so that the various 
members of the business community are made 
aware of these linkages. There is also room for and 
a growing need for a variety of local services. The 
larger firms must provide sersices Ihl rain e from 
gardening to security either through in-house 
resources or by procuring them in South Africa. 
Many of these services could and arc increasingly 
being provided by smaller local firms. 

In this sense the role of business associations in 
Swaziland acquires increased importance. Business 
associations are a vehicle for networking and 
information exchange between private sector 
actors. Effective business associations increase the 
efficiency of information flowand may thus help to 
forge these crucial linkages. Business associations 
are also a vehicle for communication and dialogue 
with other important actors in the economy. The 
preceding chapters have noted a number of policy 
issu-s of importance to the private secltor - for 
example, land tenure, housing development, and 
taxation. These issues must be addressed. Incrcas-
ing communication between the government and 
the private sector could improve the quality of 
public policy by informing both of the policy design 
and policy evaluation 'rocess 

There is also an urgent need to expand thc 
dialogue between the private sector and li formal 
education establishment in Swaziland. It is clear 
that the education system in many instances is not 
providing people ,ith the skills most in demand by 
the private sectot. Increased dialogue bctwccn 
employers and ,:ducators could improve the 
efficienLyand value ofthe education system. Again, 
business associations can serveas a forum for these 
discussions, 

The following section describes the existing 
organizational infrastructure serving the private 
sector and discusses the extent to which it meets 
these important communication and dialogue 
needs. 

A. Existing Business 

Organizations 

In Swaziland, four bodies represent employers and 
firms doing business in commerce and industry. 
The Fcdcration of Swaziland Employers is the 
biggest of these bodies. Its members are mainly 
large and medium-size firms, most of which are 
loreigni-owncd. The Swaziland Chamber of Comm­
crcc atnd Industry also has mostly large and med­
ium-si/c firms as members. The Commercial Ama­
dod;i and Sibakho primarily represent Swazi-owncd 
cnterprises, whlich tetnd to be the smaller concerns. 

According to the 19) survey of the private 
sector, lew of the st.matler firms belong to any 
business organization. While almost all large enter­
prises (90 percent) report belonging to some 
association, only 17 percent of the micro enter­
prises and 30 percent of the small enterprises do. 
Moreover, the smaller firms that do belong to 
business associations tend it) be dissatisfied with the 
quality of the services provided by these 
institutions. The business associations which serve 
smaller firms (Sibakho, Commercial Amadoda, and 
to a lesser extent the Chamber of Commerce) 
received vcry low effectiveness rating. from their 

constiluents,as shown in Figure 15. 

B. Membership Needs 

Micro and small cntcrpriscs want and require 
different services than the larger firms. The large 
firms believe a business orgatization should serve 
as a vehicle to lobby government and perhaps assist 
with the development of personnel training 
programs. Small firms believe these organizations 
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should assist by providing access to credit and 
information about marketing. Figure 16 shows the 
services desired by size of business. 

The fact that small and large firms demand very 
different sets of services may explain why few of the 
smaller firms belong to associations such as the 
Federation of Swaziland Employers (F-SE). While 
this organization received very high marks from its 
membership (the majority of which are larger 
firms), it does not provide the types ofservices most 

Figure 15 

desired by smaller firms. Further, in discussions 
with entrepreneurs carried out as part of the 1989 
survey, it was noted that the organization is 

regarded i.Nin exlatiiaie "'iub" by inny of the 
indigenous Swazi. 

Clearly, while there are business associations in 
Swaziland, these have not bcen particularly effect­
ive in meeting the needs of the smaller firms. More­
over, they have been ineffective as vehicles for pro­
moting networking and marketing opportunities. 

Rating of Business Organizations by Firm Size (Proportion rating organisation as very effective) 

Percentage of firms responding 
70 iT. .. 

i Firm Size: 

60 Large
 
[ i . Medium 

50 .Mm 
I Small 

40 Micro 

30 

201 

lo 
of ... -.... . -

Fed. Chamber of Sibakho Commercial 
ofEmployers Commerce Amadoda 

Business Organisatlion 

SOURCE: Private Sector Diagnosis, 1989 

Figure 16
 
Services Firms Want Organl7atlons to Offer (Proportion of firms Interested, by size)
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Conclusion
 

The past few years have seen exceptional intcrest in 
inveting in Swaziland, but this has largely been, in 
part, a result of exogenous factors such as the 
turmoil in South Africa. Swaziland has been able to 
take advantage of this invcstment activity, but 
future development depends on the country's 
ability to build on its past success. 

This report goes some way toward showing ho)w 
the Swaziland econonty works. Whether it contin-
ucs to work and grow is largely up to the actors 
identified here. The challenge to Swaziland in the 
future, is to aggrcssivelyattract new invcstors and to 
maintain the invcstmcnt climate and the investors it 

already has. 
This publication does not provide answers as to 

how development can be maintained. However, it 
does provide ideas and information on areas that 
warrant further investigation. It is not the role of 
this document to prescribe policy. Hlowever, one 
point has emerged regularly: the urgent nccd for 

dialogue - dialogue between government and 
business; between governnt and donors; 
bctwcen business and educational establishments; 
between manufacturcrs and cotmmerce; between 
banks atnd potential norrowers; and between large 
and small firms. 
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Appendices 

A: Glossary ofAbbreviations 

ASB 
CCU 
CDC 
CMA 
CSO 
DEG 

EPO 
FINCOR 
FMO 

FSE 

GDP 
GTZ 

IFC 
NATEX 

NDP 
NIDCS 

P & T 
PTA 
RSNAC 

SACU 

SDB 
SDSB 

SEB 
SEDCO 
SIDC 

SNL 
SNPF 

TDL 
TVA 
WSB 

Annual Statistical Bullctin 
Central Cooperative Union 
Commonwealth Development Corporation 

Common Monetary Area 
Central Statistical Office 
German Finance Company for Investments in Developing Countries 
Economic Planning Office 
Finance Corporation of Swaziland 
Development Finance Company [Netherlandsl 
Federation of Swaziland Employers 
Gross Domestic Product 
Agency for Technical Cooperation [West Germany] 
International Finance Corporation 
National Ibxtile Corporation of Swaziland Ltd 
National Development Plan 
National Industrial Development Corporation of Swaziland 
Post and Telecommunications 
Preferential Trade Area for Eastern and Southern Africa 
Royal Swazi National Airways Corporaticn 

Southern African Customs Union 
Swaziland Dairy Board 
Swaziland Development and Savings Bank 

Swaziland Electricity Board 
Small Enterprise Development Corporation 
Swaziland Industrial Development Company Limited 

,wvai Nation Land 
Swaziland National Provident Fund 
Title Deed Land 
Television Authority 
Water and Sewerage Board 
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B: A Note on Data Availability
 
and Reliability 

The Department of Economic Planning and Statistics 
under the Office of the Prime Minister is split into 
the Central Statistical Office (CSO) and the EAonomic 
Planning Office (EPO). The CSO ischarged with 
providing and maintaining the national statistical 
record "ase for the country and coordinating data 
collection undertaken by other government bodies, 
As part of its planning proxcs, the Economic Planning 
Office refines and reworks data put out by the CSO. 
The Central Bank of Swaziland us,-, CSO data, but 
also collects its own information, which is unique in 
some areas, but duplicates CSO data in others. 
Extensive discussions were held with the three bodies 
and attempts were made to plug gaps and resolve 
inconsistencies in statistics, 

It is understxxl that a report, "Statistics Available 
for Development Planning in Swaziland," was prepared 
under the auspias of the German Agency forTechnical 
Cooperation (GTZ) some years ago. Such a report 
would be invaluable for planning. It is hoped that 
this document might be updated and made widely 
available, with a view to attracting comments and 
assistance in upgrading data collection, 

At the time of writing, the most recent Annual 
Statistical Bulletin (ASB) available was for 1986. 
Wherever possible, more up-to-date information 
hasbeenobtained. Ingeneral,although thestatistics 
available in Swaziland are of a reasonable standard, 
threeobservationsmustbemadewithregardtotheir 
quality and applicability to this study: 

(a) 	 The data are often concerned with physical 
quantity of output rather than the monetary 
value thereof. 

(b) 	 The method of collecting data is generally 
through questionnaires. This raises problems, 
as not all will be returned and those returned 
may not be accurately completed. However, 
the dominance of a few large firms in some 

sectors has meant that, if they provide reliable 
information, then the statistics for these sectors 
can be regarded as accurate. 

(c) 	 One major problem encountered when 
examining the share of GDP of sectors and 
subsectors is in the availability and consistcncy 
of data. There was a period in the 1970s when 
no new national accounts were available, and 
the 1977-198(tAnnual Statistical Bulletinsgive 
data for theycars 1975-70. In l980the National 
Acounts were construtted for the missing years. 
Adetailed account of the methodology used is 
contained in the report "National Accounts 
1975-1981." Inordcr toobscrve thereal trends 
in the national accounts, the figureswcre put in 

real constant 1980 prices using the implicit 
GDP deflator prepared by the Central Statistical 
Office. 

Although manufacturing industry has become 
one of the major grtvth sectors in Swaziland,satisti's 
on this subsector are very sparse, and subject to the 
same delays inherent in other statistical survey 
publications. It is consequently very difficult to 
analyse expansion and invcstmcnt in manufacturing 
industry. Therefore, a very useful addition to the 
economic database would be the compilation ofan 
up-to-date version of the type of survey of manu­
facturing firms undertaken by USAID in 1984. This 
would necessarily have to be conducted on a more 
direct basis than the questionnaire approach used by 
CSO. The surveyshould aim to include information 
onthebasicownershipstructurcof firmsin industry, 
in the form of a "who owns who" guide. Such a 
publication would enable investors, donor agencies 

and analysts to understand the ecxnomic development 
potential of industry in Swaziland clearly. 

Official publications of the Department of 
Economic Planning and Statistics consulted for the 
report are listed in the Bibliography (Appendix C). 
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