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oA ams to grow
investment in Africa

ith growth slowing in South Africa and many

neighbouring countries, the Department of

Trade and Industry (dti) is looking to help local
companies to ramp up investment elsewhere in the conti-
nent.

The dti's new unit Trade Invest Africa, launched in July 2016,
aims to get SA Inc to invest more in the continent and wants
to promote better trade between African countries.

There's good reason to do so. Intra-continental trade cur-
rently stands at just 14 percent in Africa, compared to about
60 percent in Europe.

In addition, growth in much of
sub-Saharan Africa has stalled.
The region is set to grow at just
1.4 percent in 2016, the Inter-
national Monetary Fund (IMF)
predicted in October. But to the
north, lvory Coast can expect 8.5
percent growth, while a number
of countries in East Africa will
grow by over six percent.

The dti has also realised the
need to change its approach
to promoting investment on
the continent - from holding
multi-sectoral trade missions
to running sector-based and
project-specific missions to
maximise the limited time

countries and better transport links that the country
shares with many SADC members.

However, she believes that the continental-wide
Tripartite Free Trade Area (TFTA) will help change the
investment patterns of South African business. The
TFTA was officially launched in June 2015, but is likely
to take years to roll out.

While Trade Invest Africa replaces the multi-sectoral
Africa Export Council, Mataboge stresses that the the
name change does not amount to a rebranding ex-
ercise, but a shift in strategic focus. Rather than fo-
cusing on driving South African
exports, the new unit will drive
ourinvestment on the continent,
particularly in building factories
and new infrastructure. Doing so,
she believes will provide a more
sustainable economic relation-
ship between South Africa and
those countries in which local
companies invest.

businesses have when abroad.

Expanding trade on the

continent

Trade Invest Africa Chief Executive Lerato Mataboge believes
that while South African companies have done well to invest
in other Southern African Development Community (SADC)
member countries, they are poorly represented on the rest
of the continent.

Figures that the dti has compiled show that between 2006
and 2015, 86.4 percent of South African exports to the conti-
nent went to other SADC member countries, while 1.3 per-
cent went to North Africa and 1.2 percent to Central Africa.

Mataboge attributes the country’s concentrated trade
patterns to the shared language of English of most nearby

Opportunities for suppliers

Promoting investments in other
Africa nations will also help provide opportunities for
suppliers in South Africa to grow exports to the con-
tinent.

For example, Mataboge singles out a project that the
dti is involved with to get car makers based in South
Africa to partner with Nigerian car assemblers to pro-
mote an automotive manufacturing sector up north.

“That’s really the only way we can industrialise our
continent. "We need to create those regional market
chains amongst ourselves,” stresses Mataboge.

She points to a trade mission that visited Nigeria in

60

Public Sector Manager « December 2016 / January 2017



August. Two promising deals are in the pipeline for black in-
dustrialists — one involving export orders and another involv-
ing setting up a factory there.

Overcoming challenges

While tariffs between countries on the continent have gen-
erally come down, non-tariff barriers remain a challenge,
Mataboge adds.

Top of the list are border regulations and efficiencies, such
as long queues, which are often cited by South African busi-
nesses as the biggest challenge to doing business on the
continent.

Another challenge is that each region on the continent often
relies on different product certification standards. Through our
network of foreign missions and the dti itself, South African
companies that face challenges related to customs issues,
where goods are held up at borders, are also getting assis-
tance, says Mataboge.

At the launch of Trade Investment Africa, Minister of Trade
and Industry Rob Davies unveiled guidelines for good busi-
ness practice for companies operating in the rest of Africa,
including things such as respect for local labour laws. The
guidelines were signed by representatives of government

and business at a roundtable discussion organised by the dti.

Mataboge says the guidelines are aimed at encouraging
South African companies to become good corporate citizens
on the continent.

“In South Africa we have a similar system, the King Codes, so
for us it's ideal for us to apply a similar governance expecta-
tion to our companies that operate on the African continent,”
she says.

Her unit is now preparing to set up an e-portal to provide
local companies with matchmaking possibilities to those in
other African countries, as well as provide regular trade alerts.
The development of the portal has already gone out to tender
and Mataboge expects it to go live in early 2017.

A change of approach
The dti has also realised the need to change its approach
to promoting investment on the continent — from holding
multi-sectoral trade missions to running sector-based and
project-specific missions to maximise the limited time busi-
nesses have when abroad, she adds.
In doing so, Trade Invest Africa is working closely with the
country’s various provincial trade and investment agencies.
The unit, together with the Export Credit Insurance Corpora-
tion (ECIC) is identifying key projects and sectors that promise

opportunities for local companies. To help South African »
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companies to take advantage of more African opportunities,
the ECIC set up a business development unit in 2015.

ECIC Chief Operating Officer Mandisi Nkuhlu says the unit
has been mandated to actively seek out trade and invest-
ment opportunities and approach companies in South Africa
it believes may be interested in pursuing such opportunities.

The unit is part of a “paradigm shift”in the organisation, to
respond to growing competition on the continent, he adds.

The organisation is also working more with export councils
to alert them of trade and investment opportunities.

The ECIC, which currently has a portfolio of 38 insured pro-
jects and had guaranteed projects worth R25.8 billion as of the
end of March 2016, has historically supported a large number
of mining projects. But Nkuhlu says the organisation has re-
cently diversified into other sectors and has also increased its
backing for projects from West and East Africa.

New possibilities

The ECIC s also continuing with a review it began in the past
financial year on whether to set up an export-import bank.
Currently, the organisation only offers insurance or guaran-
tee cover for exporters, investors and banks or development
finance institutions.

If converted into an export-import bank, local companies
will be able to get direct finance to cover working capital
for export-related transactions. Such an entity would also
be able to provide loans to foreign companies that buy
goods and services from South African companies.

This would not necessarily require large allocations from
the fiscus, as the ECIC could, for example, gear its existing
capital base, which currently stands at just under R5 billion
in net assets, explains Nkuhlu.

Business to Africa is picking up. The share of companies
that have used the dti's Export Marketing and Investment
Assistance scheme to attend trade shows and trade pavil-
ions on the continent edged up from 498 or 41 percent
of all beneficiaries in 2012/13, to 552 or 43 percent of all
beneficiaries in 2015/16.

When it comes to export sales generated from trade
shows and missions, the share from the continent, al-
though still small, has climbed over the same period —
from 1.6 percent or R60.7 million to 4 percent or R164
million.

With local growth slowing at home, the dti is working
hard to get more South African companies to invest in
the rest of the continent. &
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