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SADC in perspective 
The global financial crisis has brought challenges and opportunities to Africa 
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Positive fundamentals continue to support strong growth in Sub-Saharan Africa, although negative 
developments in the Euro-zone and slower growth elsewhere will constrain export demand growth, weaken 
commodity prices and impact credit and aid flows from these.  Despite this, export capacity improvements and 
other factors will support growth performance of especially commodity exporters in the near term. 

Year-to-year % change. IMF WEO October 

2012 and SA forecast DBSA October 

2012 
2007 2008 2009 2010 2011 2012 2013

Av Forecast 

2013-2017

Angola 22.6 13.8 2.4 3.4 3.9 6.8 5.5 5.4

Botswana 4.8 3.0 -4.7 7.0 5.1 3.8 4.1 4.4

DRC 6.3 6.2 2.8 7.2 6.9 7.1 8.2 7.0

Lesotho 4.8 4.8 3.8 5.2 4.9 4.3 4.7 4.8

Madagascar 6.2 7.1 -4.1 0.4 1.8 1.9 2.6 4.0

Malawi 9.5 8.3 9.0 6.5 4.3 4.3 5.7 6.3

Mauritius 5.9 5.5 3.0 4.2 4.1 3.4 3.7 4.2

Mozambique 7.3 6.8 6.3 7.1 7.3 7.5 8.4 7.9

Namibia 5.4 3.4 -0.4 6.6 4.9 4.0 4.1 4.2

Seychelles 9.9 -1.0 0.5 6.7 5.1 3.0 3.5 3.8

South Africa 5.5 3.6 -1.5 2.9 3.1 2.3 3.0 3.6

Swaziland 2.8 3.1 1.2 2.0 0.3 -2.9 -1.0 0.0

Tanzania 6.9 7.3 6.0 7.0 6.4 6.5 6.8 7.0

Zambia 6.2 5.7 6.4 7.6 6.6 6.5 8.2 7.9

Zimbabwe -3.8 -18.4 6.3 9.6 9.4 5.0 6.0 4.7

Memo Item: Sub-Saharan 

Africa
7.1 5.6 2.8 5.3 5.1 5.0 5.7 5.7

Sources: IMF World Economic Outlook October 2012  and South Africa forecast DBSA October 2012

SADC Countries Growth Performance and Outlook: Real GDP growth 



Investment rates are impressive throughout sub-Saharan Africa (SSA). 
According to the IMF, 6 of the 10 fastest growing economies in the next five 

years will be in SSA 
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Map of economic growth (2011-2016) 

Sources: RMB FICC Research, “Where to invest in Africa” (15 August 2011). Based on IMF research 

Comparisons of economic size 

Key Points 

Tanzania, 

Zambia, 

Ghana, 

Angola, 

Ethiopia & 

Mozambique 

are among 

the fastest 

growing 

economies 

The main reasons for investment in Africa include: 

• A large market: 840 million people, with a total US$1.9 trillion in purchasing power, making it larger than some of the BRICS 

• A sharp reduction in political conflicts 

• An improved macroeconomic environment, with inflation and budgets broadly under control 

• A better business climate owing to regulatory reform and privatisation 

• Improved access to and integration with international capital markets 

• Favourable demographics: from a rapidly growing population and labour force, to urbanisation and growth in the middle 

class 

 



Infrastructure development remains vast on the continent and is a key 
requirements for growth. DFIs have an important role to play in this regard 
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  US$ 93 billion required annually to finance infrastructure in Africa  

  Current expenditure = US$ 45 billion 

  Potential efficiency savings = US$17 billion  

  Financing gap = US$ 31 billion on the continent 
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Sources: AfDB, Strategies for Regional Infrastructure Development and Economic Growth Presentation, 10 February 2011  

Despite the generally good growth in the region, many people still live on less than $1 per day, whilst 
improvements in live expectancies, health and education remain a challenge. Essential therefore to spread 
economic growth to all in SADC and Africa and investment in infrastructure is so essential.  



Role of DFIs to catalyse development 
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Many (but not all) projects require DFIs to close the finance gap by 

providing ‘risk capital’ (e.g. first 10%) to crowd-in private sector 

investment.    
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Government Private  sector 

Risk Cost recovery / 
profitability 

Funded 
though Fiscal 
transfers and 

grants 

Funded 
through 

private sector 
capital 

Development 
finance ‘niche’ High High 

Low Low 

DFIs are a form of government intervention in the financial system, with the aim of addressing market failures in the 
provision of finance. They provide finance to those market segments that are not well served by the financial system. These 
segments include projects whose social benefits exceed their commercial ones; long-term projects or projects with a long 
lead time; new or risky ventures, such as new technologies; projects in poor or distant regions; and small and new 
borrowers who lack collateral.  

Aim is to lower the risk of investment 
and crowd-in investments from the 
private sector, provider of counter-

cyclical lending 

• DFIs also provide developmental 
services such as research, 
advocacy and technical assistance 

• DFIs are expected to invest in 
higher risk projects at lower rates 



The best foreign DFIs work with their governments within a logic of 

economic development. Can the State and region adopt a similar, 

growth-enhancing  virtuous circle?  
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DFI participates 
in financing 
important 

projects for the 
State (e.g. public 

transport) 

DFI financing terms 
promotes development 
agenda (e.g. stipulates 
role for private sector 

suppliers for bus 
fleets)  

Economic return 
to domestic 

economy 
through more 

jobs and private 
sector growth 

Tax revenue 
grows, and 
government 

allocates 
concessional 
funds to DFI 

DFI blends in 
concessional 
funds with its 
other funding 



The scope of DFIs value chain exceeds that of a commercial 

bank. DFIs must be the “first to enter” and “last to leave” priority 

infrastructure development programmes and projects 
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Success of a DFI depends on a variety of dimensions, and failure 
in one of these can significantly undermine the entity 
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Enabling 
environment 

Performance 
assessment 

Financial 
sustainability 

Governance  
and 

management 

Regulation  
and supervision 

Mandate 

• Mandate clarity 
• Local relevance 
• Institutional fit 
• Complementary funding 
• Mandate flexibility 
• Appropriate scope 

• Macroeconomic stability 
• Microeconomic efficiency 
• Political stability 
• Institution strength 

• Defined ownership role 
• Separated ownership and 

supervisory roles 
• Level playing fields 
• Market-based supervision 

• Defined Independent board 
• Strong internal governance 
• Sound financial 

management 
• Transparent performance 

management  

• Adequate initial 
capitalisation 

• Financial sustainability 
for commercial role 

• Targeted fiscal 
support for 
development role 

• Regular assessments 
• Social outreach and 

impact 
• Financial efficiency 
• Social cost - subsides 

DIMENSIONS 

PRINCIPLES 

Their environment 

Their role in it 

How they are 
controlled 

How they are run 

How are they 
funded 

Do they make a 
difference 

Source: Thorne, J, DBSA, A framework for successful development 
bank, Working Paper Series No.25 , 2011 



The DFI paradox/dilemma 
Support development objectives, yet remain financially sustainable 
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Some causes 

• Inability to identify 
bankable projects. 

• Lack of mandate clarity 
or failure to balance 
shareholder demands. 

• Institutional 
environment weak. 

• Critical skills in 
management, finance 
and operations limited. 

• Inability to manage 
trade-offs 

• Inability to manage 
stakeholders’ multiple 
objectives. 

• Difficulty to reconcile 
financial objectives while 
pursuing socially desired 
outcomes 



Going forward 
Collaboration for development impact and financial sustainability 
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DFIs should use strategic positioning and convening power to 

leverage strategic collaboration for success 

13 

      
      

        Appraise 
         

 

        Finance 
      Plan & 

        Procure 
         Identify 

     
     
 

     Operate 
  &  

Maintain 
 
 
 

        

1 2 5 6 3 4 

Policy or 
sector level, 
pre-project Capital Markets & Commercial Banks 

Leading Development Banks globally 

 Construction  
Management 
 & Monitoring 

Review & 
Evaluate project 
implementation 

Creating an 
enabling 

environment 

Mobilising the 
private sector 

Adequate project 
preparation 

Portfolio 
management for 

development 
impact 

DFIs increasingly involved 

Programme 
development 

Smart Public-Public 
partnerships 



North South Corridor Case study: Creating an enabling  

environment across borders and programme development 
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Programme for 
Development in Africa 

(PIDA – AfDB/AU 
programme) 

NEPAD/AU Action Plan 

SADC Regional 
Infrastructure 

Development Master Plan 

Steering Committee  

Working Group 

Workstream 1: 
Research 

Workstream 2: 
Project Preparation and Origination  

Workstream 3:  
Co-financing and Project Delivery  

North South Corridor 
Programme (one of 6 

under PICI) 

• Research to identify areas of study that could 
support the identification and 
implementation of key projects.  

• Project Preparation: Prepare projects on the 
priority list and other quick-win projects for 
financing.  

• Co-finance projects along the corridor 
• Co-ordination of collaboration between 

government departments and SOEs. 

African Union 

Presidential Infrastructure Championing Initiative (PICI) 



DBSA case study: Partnering with the Shareholder 
Focussed development  activities (mandate clarity) with clearly defined  long-term 

financial objectives 

15 

National Development Plan 

DBSA to support basic and 
economic infrastructure 

development 

Financing activities 

Drive investments focusing on: 

SA (energy, health, transport & 
logistics, water, and ICT) 

International (energy, transport 
and bulk water)  

Infrastructure delivery 

Support key government 
priorities: health, education and 

regional integration 

Activities agreed with the 
shareholder and only 

undertaken on a full cost 
recovery basis. 

Financial sustainability 

Achieve adequate financial 
return while maintaining 

Balance Sheet health. 

DBSA to maintain financial 
sustainability over the next four 

years (ROE = inflation) 

• Provide infrastructure financing in 
defined sectors and client 
segments 

• Non-income generating 
development activities conducted 
on a full cost recovery basis 

• Long-term financial sustainability: 
plough back of inflation linked ROE 

Source: DBSA Strategy, 2013 

This information is confidential and was prepared by Bain & Company solely for the use of our client; it is not to be relied on by any 3rd party without Bain's prior written consent 120121017 DBSA Organizational Review - Board Meeting - draft 11 Oct 9amJOH
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The market is insufficient mechanism for the identification and 

development of strategic programmes and projects that deliver in 

support of the public interest 
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Since the late 1990s, when it became clear that the lack of packaged, 
bankable projects is a critical obstacle to development in developing 
countries, a multitude of project preparation funds (PPFs) have been 
established by various development institutions to focus on specific sectors, 
type of projects and geographical areas to deal with different aspects of 
project preparation, support and finance.  
 
In the role of project development, DFIs are expected to: 
• Create, streamline and improve the quality of its pipeline for internal 

and external project funding. 
• Prepare projects for implementation to support development impact. 
 



Need for various PPFs to work together to optimise infrastructure 

development and impact 
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• Various studies conducted on effectiveness of PPFs in Africa. 
 

• Key issues: 
 Numerous PPFs have been established with different mandates and 

funding levels.  
 The ability of the different PPFs as stand-alone funds to optimise 

cross border development impact remains doubtful 
 

Requires a coordinated approach to project preparation, 
especially for cross border programmes 



Monitoring, review and evaluation of portfolio performance 

AsDB Case study: Portfolio Management Strategy 
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• Asian Development Bank (AsDB) established a  US$150 million pilot project design 
facility to improve the performance of its investment portfolio in countries such as 
India. 

• Lack of capacity of implementing agencies in India resulted in significant time and cost 
overruns during the implementation of infrastructure projects, including: 
 Inappropriate or inadequate formulation of projects. 
 Lack of viable and contingent project implementation plans. 
 Lack of knowledge for project administration functions such as procurement, 

financial management, etc.  
 Impasses requiring renegotiations of project fundamentals due to insufficient 

coordination between stakeholders. 
• AsDB developed and successfully implemented a new Portfolio Management Strategy 

(PMS): 
 Monitoring project implementation progress. 
 Promoting cross learning by sharing best practices. 
 Playing an oversight role in overall loan administration.  
 Key feature: collaborate with stakeholders to review project performance, 

identify problem areas and formulate time-bound action plans. 



Mobilising private sector support 
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Sources: RMB FICC Research, “Where to invest in Africa” (15 August 2011). Based on IMF research 

Need to expand private sector participation in infrastructure development in: 
• Provision of funding/investment across all sectors 
• Skills in the construction, maintenance and operations of infrastructure 



Smart public-public partnerships (PuPs) 
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• Case study: Over 80% of Chinese wastewater treatment plants are the product of 
public-public partnerships between local public sector companies, municipalities 
and DFIs.  
 

• PuPs have a number of advantages: 
• Mutual understanding of public sector objectives and ethos 
• Non-commercial relationship, lower risk of rent-seeking 
• Transparency and accountability 
• Many public partners to choose from, north and south 
• Low transaction costs: administrative costs around 2% of projects in Water 

sector example 
• Possibility of reinvesting 100% of available financial resources into the system 
• Long-term gain in capacity-building 
• local control over objectives, methods 
• Partners which have benefitted from a PuP can become supporting partners 

(multiplier effect) 
 

Adapted from Hall et al, Public-Public Partnerships in Water, PSI, 2009 



A DFI strategy for balancing and achieving implicit and 

explicit goals 
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Strengthen 
partnerships and 
collaboration and 
align stakeholder 

objectives 

Enhance enabling 
environment 

(policy) 

Mobilising private 
sector 

Adequate 
project 

preparation: 
identification of 

bankable 
projects 

Smart public-
public 

partnerships 

Review and 
evaluation 
(portfolio 

management) 

Programme 
development 


