Employment Sector
Employment Report No.10

Swaziland

The enabling environment for
sustainable enterprises:

An “EESE” Assessment

Graeme Buckley

International
Labour
Office

Geneva

2011

Small
Enterprise
Programme

Job Creation
and Enterprise
Development
Department



Copyright © International Labour Organization 2011
First published 2011

Publications of the International Labour Office@ngopyright under Protocol 2 of the Universal Caglyt Convention. Nevéhneless, shc
excerpts from them may be reproduced without aigation, on condition that the source is indicatédr rights of reproduction
translation, application should be made to ILO Ruions (Rights and Permissions), Internationdydia Office, CH1211 Geneva 2
Switzerland, or by email: pubdroit@ilo.org. Thedmtational Labour Office welcomes such applications

Libraries, institutions and other users registendth reproduction rights organizations may malapies in accordance with the licer
issued to them for this purpose. Visit http://wwiwa.org to find the reproduction rights organimpatiin your country.

ILO Cataloguing in Publication Data

Buckley, Graeme

Swaziland : the enabling environment for sustaima&piterprises : an "EESE" assessment / Graemeduckiternational Labour Office,
Employment Sector, Small Enterprise Programme Clefation and Enterprise Development Departmenene@a: ILO, 2011

1 v. (Employment report ; No.10)

ISBN: 9789221246152;9789221246169 (web pdf)

International Labour Office; Employment Sector

enterprise creation / business economics / so@liglie / sustainable development / Swaziland

03.04.5

The designations employed in ILO publications, whare in conformity with United Nations practicédathe presentation ahateria
therein do not imply the expression of any opinidratsoever on the part of the International Labffice concerning the legal stato$
any country, area or territory or of its authostier concerning the delimitation of its frontiers.

The responsibility for pinions expressed in signed articles, studies &her @wontributions rests solely with their authasd publicatio
does not constitute an endorsement by the IntermatLabour Office of the opinions expressed imthe

Reference to names of firms aodmmercial products and processes does not imply éindorsement by the International Labour Of
and any failure to mention a particular firm, comaie product or process is not a sign of disapakov

ILO publications and electronic products candbtained through major booksellers or ILO lodéites in many countries, or direct fre
ILO Publications, International Labour Office, CI211 Geneva 22, Switzerland. Catalogues or listseof publications are available f
of charge from the above address, or by email: pote@ilo.org

Visit our websitehttp://www.ilo.org/publins

Printed in Switzerland



Preface

The primary goal of the ILO is to contribute, wittember States, to achieve full and
productive employment and decent work for all, inithg women and young people, a goal
embedded in the ILO Declaration 2008 $acial Justice for a Fair Globalization, ahd
which has now been widely adopted by the intermaticommunity.

In order to support member States and the socréhgra to reach the goal, the ILO
pursues a Decent Work Agenda which comprises faterrelated areas: Respect for
fundamental worker’s rights and international labstandards, employment promotion,
social protection and social dialogue. Explanatiohthis integrated approach and related
challenges are contained in a number of key doctsnanthose explaining and elaborating
the concept of decent wdrkn the Employment Policy Convention, 1964 (No2)l2nd in
the Global Employment Agenda.

The Global Employment Agenda was developed by th® through tripartite
consensus of its Governing Body's Employment andigbd?olicy Committee. Since its
adoption in 2003 it has been further articulated emade more operational and today it
constitutes the basic framework through which th@ pursues the objective of placing
employment at the centre of economic and sociatipst

The Employment Sector is fully engaged in the impatation of the Global
Employment Agenda, and is doing so through a lasg@e of technical support and
capacity building activities, advisory services guldicy research. As part of its research
and publications programme, the Employment Sectomptes knowledge-generation
around key policy issues and topics conforming e tore elements of the Global
Employment Agenda and the Decent Work Agenda. Téwtad8s publications consist of
books, monographs, working papers, employment tepmd policy briefé.

The Employment Working Papeseries is designed to disseminate the main firsding
of research initiatives undertaken by the varioepadtments and programmes of the
Sector. The working papers are intended to enceueaxghange of ideas and to stimulate
debate. The views expressed are the responsibflitie author(s) and do not necessarily
represent those of the ILO.

José Manuel Salazar-Xirinachs
Executive Director
Employment Sector

! See http://www.ilo.org/public/english/bureau/dgmithload/dg_announce_en.pdf

2 See the successive Reports of the Director-Gemethk International Labour Conferen@ecent
work (1999);Reducing the decent work deficit: A global challe@001); Working out of poverty
(2003).

®See http://www.ilo.org/gea. And in particuldmplementing the Global Employment Agenda:
Employment strategies in support of decent worksitn” documentILO, 2006.

* See http://www.ilo.org/employment.






Foreword

In June 2007, the International Labour Conferemic€)(discussed the promotion of
sustainable enterprises. Promoting sustainablepeiges calls for the strengthening of the
institutions and governance systems which nurtuneerprises. Strong and efficient
markets need strong and effective institutions.nfiing sustainable enterprises is also
about ensuring that human, financial and natursbueces are combined equitably and
efficiently in order to achieve innovation and ented productivity.

The conclusions reached at the 2007 ILC discussiothe promotion of sustainable
enterprises identified, among other things, 17alifor an environment conducive to the
promotion of sustainable enterprises. This regoliased on these conclusions. It analyses
how the country performs with respect to each pilldth the aim of assessing the relative
strengths and weaknesses of the enabling enviranfoersustainable enterprises and
employment in Swaziland. This report incorporates tesults of a joint International
Labour Organization (ILO) and Federation of SwamlaEmployers and Chamber of
Commerce (FSE&CC) opinion or perceptions surveypath employers and employees,
undertaken in Swaziland in late 2009 and which alas based on the 17 pillars. The 17
pillars are grouped into political, economic, sbeiad environmental elements.

The report is designed to stimulate debate andaeige an evidence base for policy
reforms for an environment more conducive to travmtion of sustainable enterprises in
Swaziland. In particular, the report has been usddentify focus areas of policy reform
to support the dialogue, advocacy and public poloyk of the Federation of Swaziland
Employers and Chamber of Commerce. This is theestilgff a complementary FSE&CC
strategy report which outlines the main policy fimgs with a set of recommendations in
the form of an action plan.

A number of people have made valuable inputs topieparation of this report
including Gary Rynhart and Rose Anang (Employee@alists at the ILO), Kaire Holts
and Valentina Rollo. It is the product of a thorbuapalysis of secondary data sources, an
opinion survey and a series of workshops, focusigdiscussions and interviews with a
wide range of stakeholders in Swaziland. Speclficéldraws on valuable inputs from the
Government of Swaziland and from workers and en®iylt was put together in close
collaboration with the Federation of Swaziland Eoyers and Chamber of Commerce.

The views expressed in the report are the soleonsdility of Graeme Buckley, the
principal author and do not represent those oflti@ or the FSE&CC. Similarly, any
errors or omissions are the sole responsibilitthefprincipal author.

Graeme Buckley
Small Enterprise Programme
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Executive summary

In June 2007, the International Labour Conferemic€)(discussed the promotion of
sustainable enterprises. Promoting sustainablepeiges calls for the strengthening of the
institutions and governance systems which nurtuneerprises. Strong and efficient
markets need strong and effective institutions.niing sustainable enterprises is also
about ensuring that human, financial and natursbueces are combined equitably and
efficiently in order to achieve innovation and ented productivity.

The conclusions reached at the 2007 ILC discussiothe promotion of sustainable
enterprises identified, among other things, 17alifor an environment conducive to the
promotion of sustainable enterprises. This regoliased on these conclusions. It analyses
how the country performs with respect to each pilldth the aim of assessing the relative
strengths and weaknesses of the enabling enviranfoersustainable enterprises and
employment in Swaziland. This report incorporates tesults of a joint International
Labour Organization (ILO) and Federation of SwamlaEmployers and Chamber of
Commerce (FSE&CC) opinion or perceptions surveypath employers and employees,
undertaken in Swaziland in late 2009 and which alas based on the 17 pillars. The 17
pillars are grouped into political, economic, sbeiad environmental elements.

Political Elements

The assessment of the enabling environment in $amakihas highlighted that the
high risk of political instability in the countryffacts negatively the possibility of
developing private sector businesses and thatdbatky could improve its performance
with respect to governance. Although, the World IBafolitical Stability score increased
from -0.13 in 2006 to 0.22 in 2008ndicating a trend towards improvement. Corrupi®n
highlighted as a big and growing problem. In fa8t @r cent of survey respondents
believe that bribery and corruption hinder the periance of the economy, either strongly
or very strongly and that the Government is onlytiply committed to fighting
corruption. The World Bank’s Control of Corruptiomdex shows that the situation has not
improved significantly in recent years, and plac@waziland below South Africa,
Botswana and Lesotho.

There is great scope for improvements in socialodige in Swaziland and
respondents articulated the need for more andrlgiteernment involvement in promoting
social dialogue. The most important issue in tewhssocial dialogue is the right to
organize and bargain collectively: this is percdies difficult by the majority of workers.
Respect for human rights and international labaandards are fundamental to the
implementation of democracy and decent work. Is tegard, the country has ratified all
Conventions covered by the ILO’s Declaration on damental Principles and Right at
Work. However, 50 per cent of respondents perceavddck of government support in
promoting international labour standards. This lteflects a generally poor ranking of
the country in terms of political rights and ciliflerties: Swaziland is rated as least free by
the political rights index and considerably lowfieedom by the civil liberties index.

® With 2.5 corresponding to lowest risk.



Economic Elements

The stability of the macroeconomic environmenmgartant for business. Swaziland
has adhered to relatively prudent macroeconomicagement based, at least in principle,
on free-markets and little government interventiGompared to elsewhere in the region,
the labour force participation rate is relativelgthin Swaziland: 66 per cent compared to
less than 60 per cent in South Africa and Botswama2008. Nevertheless, the
ILO/FSE&CC Survey highlights some issues concerrtimg country’s fiscal policy. In
fact, both employers and employees consider thatpaoy and sales tax rates hinder
business growth in Swaziland. With regard to tr&gl@aziland’s trade share in GDP was
183 per cent in 2004, which decreased to 149 parine2008. This share remains very
high (primarily due to its small economic size) aognhsiderably above the regional
average (75 per cent for SSA in 2008). The tradaaeof the survey highlights that small
firms have more difficulties in dealing with exporand imports, implying that there is
scope for improvement in the country’s trade féatilon strategy for SMEs.

The ability of the government to provide sound @eb and regulations that enable
and promote private sector development is low coeth#o South Africa and Botswana,
as highlighted by the World Bank Regulatory Qualitgdex. Swaziland has moved from a
ranking of 95 in 2007 to 120 in 2009 (out of 183icwies) in the overall ranking for the
ease of doing business, far below South Africa €W Botswana (48). Difficulties in the
enabling and regulatory environment are also cowit by the survey. In fact, almost % of
respondents consider that the legal and regulaiorironment is either a major obstacle or
a hindrance to running a small business (comparetDtper cent for large enterprises).
Most importantly, the cost to register a small giise seems to encourage businesses to
stay informal (two out of three respondents indidathat registration costs encourage
small enterprises to stay informal). Moreover, atthree quarters of respondents
believed that government favours foreign investmrer domestic investors by offering
better incentives or conditions.

Knowledge about intellectual property rights (IREppears thin on the ground (39 per
cent of employers in the sample do not know wheltRBrare defined and protected in the
country). This clearly indicates that there islditwareness and use of IPR laws in
Swaziland and implies that innovation and researuth development are probably not a
significant characteristic of Swazi enterprises.poyers also consider competition policy
and legislation as greatly in need of developme&hts can be explained by the fact that,
even though a Competition Bill was passed in 2088 Commission for its
implementation is still not fully functioning. Acoding to the International
Telecommunication Union, Swaziland’s developmeniniiormation and communication
technologies (ICTs) is high compared to the SubaGah Africa average. In fact the ICT
Development Index for the country has grown fror821lin 2002 to 1.73 in 2008.
Nevertheless the ILO/FSE&CC Survey indicates a gdnagreement on the need to
further develop the legal framework for ICTs andttimall enterprises find it particularly
difficult to afford to use ICTs.

Credit to the private sector as a percentage of G&increased from 18 per cent in
2004 to 24 per cent in 2008. Nevertheless, theesumghlights that small firms generally
encounter greater difficulties in obtaining botlhank loan (due to lack of collateral) and
venture capital (for innovative but risky project)is also important to stress that the lack
of access to collateral for many borrowers is eglato the issue of land ownership in
Swaziland. Over half of all respondents to the syrfelt that the capacity of the police to
protect businesses from criminal behaviour (suctheft) was either very low or low. On
the other hand, the survey indicates that emplay@nsider most physical infrastructure as
good or satisfactory from the point of view of eliadp their businesses to operate
effectively.



Social Elements

Promoting an entrepreneurial culture is key to ease people’s awareness of the
potential of business as an alternative to wagepl@ment in government or the private
sector. It is crucial to have in place a supportivemework for potential or new
entrepreneurs. However, the survey shows that nesiness start-ups have very limited
access to entrepreneurship training and businegse® implying the need to improve the
quality of business training and business planningSwaziland. Moreover, since
Swaziland has limited natural resources, it maydnieplace particular importance on
investing in the development of its human capitdle basic indicators for all levels of
education have improved in recent years, with thdtditeracy rate increasing from 88.4
per cent in 2000 to 93.2 per cent in 2008. EvemghdSwaziland's level of investment in
education is relatively high, the survey revealetbacern that, in tertiary and vocational
education, the needs of the business communitparbeing met and that firms invest too
little in the development of their human capital.

Gender related indicators show a mixed picture. I&Vthe percentage of women
economically active is comparatively low comparedhe neighbouring countries and to
the SSA average, the gender-related developmeex iwds high in 2007 compared to the
region. Women entrepreneurs in the country terfdde similar difficulties but to a greater
degree than men. The main barriers to women'’s mrneurship include legislation, lack
of access to information, limited access to finafaebusiness start up, low quality of
administrative procedures and some aspects of tmaziSculture (such as gender
stereotyping). Equality of opportunity legislatiat the workplace is judged to be well
implemented by less than 10 per cent of respondents

Adequate social protection is crucial to improvipgoductivity and fostering
transition to the formal economy. In this regarderethough Swaziland has a number of
policies and strategies that cover aspects of lspgitection, there is a need for better co-
ordination of these interventions under a singlécgdramework. Almost three quarters of
respondents stated that poor health greatly affgoductivity at the workplace. About two
thirds thought that business in Swaziland is sona¢wein very negatively affected by the
emigration of talented people to South Africa.

Environmental Elements

Sustainable enterprise development entails redpensstewardship of the
environment. Swaziland enjoys a richness of biaditye which, if properly managed,
could offer many benefits. However this biodiversg under growing threat as a result of
an increasing population and a declining econongtwiNhstanding the improvement in
the Environmental Performance Index (EPI) from 58.2006 to 61.3 in 2008 and a good
ranking in the Ecological Footprint (2005) compared neighbouring countries, the
ILO/FSE&CC survey indicates that environmental esware a concern for the Swazi
business community and that, even though adeqeafisldtion exists to protect the
environment, it is poorly implemented.

Xi






1.

Introduction

The concept of sustainable enterprises was disduasdhe International Labour
Conference in June 2007 and, on the basis of artitgp agreement between governments,
workers and employers organizations, a resolutiaa passed mandating the International
Labour Organization to undertake work on conditiémis a conductive environment for
sustainable enterprises. Such an environment atiegthe three components of sustainable
development — economic, social and environmentas—interdependent and mutually
reinforcing pillars. The conclusions of the diséasson the promotion of sustainable
enterprises identified, among other things, 1Agmlof such a conductive environment.

This report builds on the conclusions concerning ffromotion of sustainable
enterprises. It makes use of the 17 pillars witk #im of assessing the enabling
environment for sustainable enterprises and empoynin Swaziland. It does so by
analyzing each pillar in the framework of the poét and economic situation in Swaziland
and using the results of the opinion survey of @ygils and workers undertaken in late
2009 by the FSE&CC and the ILO. The opinion sureeyered 205 respondents (133
employers and 72 employees) and was based on theodditions for a conductive
environment for sustainable enterprises in Swadil#ins almost unique in the sense that it
is a business enabling environment survey whichicisolthe opinions of not only
employers but also of employees.

The Survey questionnaire records the responsesmplogers and employees in
private enterprises based on their perceptions hef ¢nabling environment for the
development of sustainable enterprises. Specifrimation on the number of full time
employees has been used to subdivide enterprisesinro (employing 3 or less people),
small (4-10 employees), medium (10-50 employees) large enterprises (more than 50
full time employeesy.The age of business has been used to classifg fismew, young
and established (in existence for less than 5, dmtwbs and 10 or more than 10 years
respectively). The sample comprises 5 per centani24 per cent small, 40 per cent
medium and 32 per cent large enterprises.

In addition to the trawl of secondary data and dp@ion survey, this report also
draws on interviews with businesses, trade unimasgovernment officials, undertaken in
October 2009 and July 2010 and with information egated through focus group
discussions involving business leaders. Finallglsb draws on inputs from participants at
a technical workshop in July 2010, hosted by FSE&Z@ which had the purpose of
presenting the findings of the draft report. Thizrkehop benefited from a key note address
from the Prime Minister, Barnabas Sibusiso Dlamimiwhich he gave his views on the
findings of the draft report.

Subsequently, a related FSE&CC strategy reporbkas prepared. This outlines the
main policy conclusions, with recommendationshi@ fiorm of an action plan for follow up
work in a number of areas including: policy dialegon higher education as part of the
national curricula review/Education Act; produdyvi benchmarking; promotion of
platforms for social dialogue both at the naticeradl sub-national levels; and integration of
SME members into FSE&CC policy positions througigésed support and outreach.

® The definition of micro, small, medium and largetezprises is in line with the 2009 Revised
National Policy of the Government of Swaziland ba Development of Small, Micro and Medium-
sized Enterprises.



2. Political elements

2.1 Peace and political stability

Peace and political stability are basic precondgido nurture the formation and
growth of sustainable enterprises. Swaziland'stipali regime is a diarchic one, with two
distinct but interrelated sets of institutions: shmf the Swazi nation (the monarchy and its
key advisory institutions); and those of the Sw@nvernment, comprising the cabinet,
parliament, and judiciary. There is considerablesien over the scope for multiparty
democracy in the country. The World Bank assessazitand as having a relatively high
risk of political instability compared to Sub-SaharAfrica (SSA) average. However, the
stability scores increased from -0.13 in 2006 @20n 2008 (in which 2.5 corresponds to

lowest risk)’

Key Indicators

Political Stability and Absence of Violence/Terrorism 2006 2007
The likelihood that the government will be destabilized by ~ Swaziland 013 0.10
unconstitutional or violent means, including terrorism. Lesotho 0.15 -0.02
Source: World Bank, Governance Matters database® Botswana 0.95 0.92
South 0.00 0.04
Africa
SSA 0.53 0.53

Estimate of governance measured on a scale from

2008
0.22
-0.03
0.96
0.04

0.55

approximately -2.5 to 2.5. Higher values correspond to better

governance.

Political Stability and Absence of
Violence/Terrorism

1,2
1
0,8 = Swaziland
Lesotho
0,6
Botswana
0,4 .
South Africa
0,2 / ——Sub-Saharan Africa
i Oﬂ/‘z I !
2 2007 2008

-0,2

" http://www.freedomhouse.org/template.cfm?ccrcourt8B8&ccrpage=37&edition=8&page=140

andEconomic Intelligence Unit (2009). Country Report Silkeand, London

8 http://info.worldbank.org/governance/wgi/sc_courdsp




The high risk of political instability in the coumtaffects negatively the possibility of
developing private sector business. This is alfieated in the results of the ILO/FSE&CC
Survey, which shows that 28 and 26 per cent of eyapb believe that political instability
affects doing business in Swaziland a great dedltansome extent respectively. This
perception is also captured by 61 per cent of eyegls, who believe that business is
influenced at least to some extent by politicatabsity. The risk of political instability is
also a deterrent to Foreign Direct Investment (FiM)ich has shown an erratic trend in
Swaziland over the last two decades, and a cleaedse from 2006 to 2008 (See below).

Do you think that political instability or uncertainty affect doing business in Swaziland?

Employer’s answers Employees answers

3%

M a great deal M a great deal

M to some extent B to some extent

occasionally occasionally
M not at all H not at all

m don’t know ® don’t know

2.2 Good governance

Poor governance, corruption and inefficient insitios can discourage
entrepreneurship and hold back private-sector dgr@md development. The country ranks
84" out of 179 countries in Transparency Internatisn@orruption Perceptions Index for
2007. Corruption is seen as significant in the ekee and legislative branches of
government. Likewise, the World Bank's Control obr@iption Index shows that the
situation has not improved significantly in recgetrs. The score of -0.38 in 2008 places
Swaziland below South Africa, Botswana and Lesoffloe Government Effectiveness
Index — reflecting the quality of public servicesdathe capacity of the civil service — is
equally weak and has not improved in recent yee situation is even worse when
Swaziland is compared to neighbouring countrieeims of citizens’ ability to participate
in selecting their government, as well as freeddexpression, freedom of association, and
a free media. In 2006, Swaziland unveiled a newstittion which seeks to strengthen
good governance and the rule of law. However, theree been a lot of controversies
surrounding governance issues.

The poor performance of the country with respeajdeernance is confirmed by the
ILO/FSE&CC Survey: both employers and employeegetelthat bribery and corruption
hinder very strongly the performance of the econorfiley also perceive that the
government is only partially committed to fightingrruption, and that more engagement is
needed.

° The Heritage Foundation, 2009 Index of Econom&eBpm — Swaziland and
http://www.freedomhouse.org/template.cfm?ccrcourit8B8&ccrpage=37&edition=8&page=140




Good Governance 0 100
80
o 10 20 30 40 50 60 70 -
, | [ ———— 14—
1 - 1
Q35 employers
m?2
Q35 employees E
Q36 employers ma
m5
Q36 employees
Q35) How strongly does bribery and corruption hinder the performance ofthe economy?
(1) very strongly (2) strongly (3) to a limited extent (4)hardly at all (5) don’t know
Q36) How committed do you think the government is to fighting corruption?
(1) not at all committed (2) partially committed (3) quite committed (4) very committed (5) don’t know
Key Indicators
Control of Corruption 2006 2007 2008 2009
The extent to which public power is exercised for private gain, Swaziland 041 046 0.38
including both petty and grand forms of corruption, as well as ' ' '
“capture” of the state by elites and private interests. Lesotho 0.06 0.23 0.04
Source: World Bank, Governance Matters database'®
Botswana 0.86 0.92 1.00
South Africa 0.46 0.33 0.30
SSA -0.66 -0.64 -0.64

Estimate of governance measured on a scale from approximately -2.5 to 2.5.
Higher values correspond to better governance.

Corruption perceptions index (CPI) 2006 2007 2008 2009

The Transparency International CPI measures the perceived Swaziland 25 33 36 36

levels of public-sector corruption as seen by business people ' ' ' '

and country analysts in a given country and is a composite Lesotho 3.2 33 3.2 3.3

index, drawing on different expert and business surveys.

Source: Transparency International'" Botswana 56 54 58 56
South Africa 46 5.1 49 47
Africa 29 29 28

The scores on a scale from zero (highly corrupt) to ten (highly clean).

10 http://info.worldbank.org/governance/wgi/sc_courdsp

1 http://www.transparency.org/policy research/survaydices/cpi/2008




Government Effectiveness

The quality of public services, the capacity of the civil service
and its independence from political pressures and the quality of
policy formulation.

Source: World Bank, Governance Matters database2

Voice and Accountability

The extent to which a country’s citizens are able to participate in
selecting their government, as well as freedom of expression,
freedom of association, and a free media.

Source: World Bank, Governance Matters database®

2006
Swaziland -0.70
Lesotho -0.44
Botswana 0.55
South 0.71
Africa
SSA -0.80

2007
-0.72
-0.41

0.66
0.72

-0.77

2008
-0.66
-0.31
0.67
0.75

-0.80

2009

Estimate of governance measured on a scale from approximately -2.5 to 2.5.

Higher values correspond to better governance.

2006
Swaziland -1.20
Lesotho 0.07
Botswana 0.50
South 0.83
Africa
SSA -0.57

2007

-1.24
0.13
0.50
0.71

-0.55

2008

-1.20
0.04
0.55
0.68

-0.57

2009

Estimate of governance measured on a scale from approximately -2.5 to 2.5.

Higher values correspond to better governance.

Other useful indicators

Political rights index

The Political Rights index measures the degree of freedom in
the electoral process, political pluralism and participation, and
functioning of government.

Source: Freedom house, The Freedom in the World Survey'4

Civil liberties index

The Civil Liberties index measures freedom of expression,
assembly, association, and religion.

Source: Freedom house, The Freedom in the World Survey'

2006
Swaziland 7
Lesotho 2
Botswana 2
South Africa 2
SSA 4

2007

B~ \C R (G (G RN

2008

B NN NN NN

Numerically, Freedom House rates political rights on a scale of 1 to 7, with 1
representing the most free and 7 representing the least free.

2006
Swaziland 5
Lesotho 3
Botswana 2
South Africa 2
SSA 4

2007

N W o

2008

N DD W o

Freedom House rates civil liberties on a scale of 1 to 7, with 1 representing the

most free and 7 representing the least free.

12 http://info.worldbank.org/governance/wgi/sc courdsp

* Ibid

14 http://www.freedomhouse.org/template.cfm?page=15
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Government Effectiveness
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1
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1,2
1
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0 South Africa
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2.3 Social dialogue

Social dialogue plays a key role in achieving thgctive of promoting opportunities
for women and men to obtain decent and productieekwn conditions of freedom,
equality, security and human dignity. The Swazil@aernment has ratified all eight ILO
Conventions of the Fundamental Principles and RigtitWork. The union density was
about 19.1 per cent of the work force (in 1995)jclwtwas high compared to Botswana but
still low compared to South Africa (54.1 per cence then, union membership has fallen
quite substantially (partly as a consequence ofcthr@raction or collapse of previously
heavily unionized sectors) and probably stand®aituch more than half the 1995 figure.



Key Indicators

Union density rate 1985 1990 1995
Union density rate measures the number of trade union members as  Swaziland 191
a percentage of the non-agricultural labour force.
Source: ILO® Lesotho
Botswana - - 15
South Africa 216 - 4.1
Measures as a percentage of the non-agricultural labour force
Enterprises belonging to employer organization rate as of May 1997

It measures the number of enterprises belonging to employer ~Swaziland

organizations. Lesotho 100
Source: ILO"7
Botswana
South Africa 80-85 per cent
Number of enterprises belonging to employer organizations (Number of
enterprises covered). The index is being developed.
Collective wage bargaining coverage rate 1990 1995 2000
Collective wage bargaining coverage rate measures the number of  Swaziland . 25
employers who belong to an employers’ organization.
Source: |LO® Lesotho
Botswana
South Africa . 49

Proportion of employees covered by collective agreements (per cent).
Collective bargaining coverage rate is being developed and major data
collection is under way.

Other useful indicators

Cooperation in labour-employer relations 2007/2008  2008/2009 2009/2010

The World Economic Forum (WEF) Survey asked business leaders Swaziland

to provide their expert opinions on the following: “Labour-employer

relations in your country are”. Lesotho 4.2 4.0 4.2

Source: World Economic Forum Executive Opinion Survey.? Botswana 47 44 46
South Africa 3.8 3.7 3.6
World (mean) 46 4.5 4.5

1 = generally confrontational, 7 = generally cooperative

18 http://www.ilo.org/public/english/dialogue/themedi/fitm

Y http://www.ilo.org/public/english/dialogue/ifpdigiibl/wlr97/annex/tab2.htm

18 http://www.ilo.org/public/english/dialogue/themedi/fitm

Bhttp://www.weforum.org/en/initiatives/gcp/Global¥26mpetitiveness%20Report/PastReports/ind
ex.htm




Open and effective social dialogue remains a bajlehge in Swaziland. According
to the ILO/FSE&CC survey, respondents believe thatGovernment should engage more
in promoting social dialogue. With regard to imptatation of labour laws in dispute
resolution, there are differences according tosihe of the firm. In micro and small firms,
both employers and employees consider that lawsvaleimplemented. In medium and
large firms employers are happy with the implemeoreof laws while employees consider
that laws are poorly implemented (large firms) awén differing opinions (medium sized
firms). It could be deducted from these resulte #ither employees in larger firms are
more demanding, or that employees in smaller fiensl to solve internal disputes in more
informal ways. Also, the difference in opinion ahgloyers and employees might imply
that the implementation of laws could be more fedusn the needs of employers. Both
employers and workers regard their respective meshieorganizations as beneficial with
respect to the services they offer.

How well is the labour law implemented when it comes
to dispute resolution between employers and workers?

B don’t know B very well quite well M poorly Mverypoorly

100 -~

80 -

20 -

Mediumfirm- Big firm-employers Medium firm- Big firm-employees
employers employees

In general, it seems, from the survey responses,whbrkers’ rights to organize and
bargain collectively are not always respected,entihg notable obstacles to freedom of
association in Swaziland. Even though the Nati@&eéring Committee on Social Dialogue
has been appointed, employers and workers repegsenexpressed several complains
about its effectiveness at the Committee on Appbcaof Standards during the 99
Session of the International Labour Conference. Fxample, the employers’
representatives stressed that the Special Corngelfatipartite Subcommittee of the High-
level Steering Committee on Social Dialogue meessely, while the workers
representatives complained that the current NatiGoaial Dialogue Committee had no
budget, as the social partners were expected tategostsS?

% Report of the Committee on the Application of $l@mis, 99th Session, Geneva, 2010.



2.4 Respect for universal human rights and
international labour standards

Respect for human rights and international labdandards is fundamental to the
implementation of democracy and decent work. Swadilhas ratified the major human
rights laws except for the International Conventanthe Prevention and Punishment of
the Crime of Genocide. The country has also ratifik fundamental Conventions covered
by the ILO’s Declaration on Fundamental Principdesl Right at Work. Nevertheless the
country is lagging behind in terms of politicalhtg and civil liberties as indicated by the
respective indices: Swaziland is rated as least frg the political rights index and
considerably low in freedom by the civil libertieslex.

These indices reflect weak legal protection of silmérties going back to 1973 when
a State of Emergency suspended all constitutiamgldbms. When the Constitution was
enacted in 2006, the State of Emergency was tetedn&lowever the entry into force of
the Constitution effectively re-confirmed the pichitl status quan force since 1973, giving
executive, legislative and judicial powers to thend{and setting a ban on opposition
parties and meetings. In fact, the new Constitigiorague clause on “breaching state
security” can be interpreted broadly and appearprawvide the grounds on which the
government can place restrictions on trade unitinites >

Even though the Constitution and law include tlghtrito form and join trade unions,
the requirements are exacting. In fact, a traderunmiust represent at least 50 per cent of
workers in the workplace (a high percentage) ineorttd be recognized. With regard to
employees in essential services (fire brigade cpalind security forces, health care sector
and many civil service positions), the new Congstitugave them the right to form unions.
However, the Swaziland Police Association and twaZland Correctional Service Union
have repeatedly been refused recognition from titieoaities?

This situation is also confirmed by the resultstiod ILO/FSE&CC Survey. Both
employers and employees consider that human rightSwaziland are “sometimes”
respected. With regard to international labourddatis, employees and employers consider
that they are partially or generally understood eegpected by the business community,
with employees less assertive than employers:dndmployees are more oriented to think
that international labour standards are only pérti@spected. Another important point is
that more than 50 per cent of employees considgnbrkers in formal enterprises do not
understand very well their rights at work, confitnt a lower extent by employers’
answers. The most important issue seems to be&afa8overnment support in promoting
international labour standards, confirmed by thegation of 50 per cent of employers and
employees. In this regard, the highly sensitive amstussed amendment bill of the
Industrial Relations Act (IRA) (which, among othihings, does not provide for strikes)
was published and submitted to the Parliament fgoraval in May 2010. The Bill
addresses several issues raised by a high-levehilsSion as well as the ILO Committee
on the Application of Standards, such as: (1) gngnthe right to organize to domestic
workers by broadening the definition of “undertakin(2) provides for the establishment

2L1TUC, Internationally Recognized Core Labour S&nas In Botswana, Lesotho, Namibia, South
Africa And Swaziland Report For The WTO General @aUReview Of Trade Policies Of The Five
Countries Of The Southern African Customs UnionC8). Geneva, 4 and 6 November 2009.

22 1TUC, Internationally Recognized Core Labour S&nds In Botswana, Lesotho, Namibia, South
Africa And Swaziland Report For The WTO General @duReview Of Trade Policies Of The Five
Countries Of The Southern African Customs UnionC&8}). Geneva, 4 and 6 November 2009.



of a minimum service in the event of strikes initay services; (3) removes the statutory
restrictions relating to the nomination of candéaend eligibility for union office; (4)
shortens the dispute settlement procedures; anehéjres that the Conciliation, Mediation
and Arbitration Commission would only supervisekstrballots at the union’s request.
However, due to the considerable delay by the Gowent in taking action on the
amendment of the IRA, social partners remain sceftihat the legislation will be amended
in the short term?

Human rights and international labour standards

60 - EMPLOYEES

Percent of total answers

Q6 Q7 Q8 Q9 Q10

50 -
ml w2 3 m4 m5 EMPLOYERS

Percent of total answers

Q6 Q7 Q8 Q9 Q10

Q6) To what extent do you think that human rights are respected in Swaziland?

(1) not respected (2) rarely respected (3) sometimes respected (4) usually respected (5) widely respected
Q7) From the perspective of the business community, international labour standards are:

(1) not understood (2) partially understood (3) generally understood (4) widely understood (5) don’t know
Q8) From the perspective of the business community, international labour standards are:

(1) not respected (2) partially respected (3) generally respected (4) widely respected (5) don’t know

Q9) How well the international labour standards are promoted by the government?

(1) not at all well (2) not very well (3) fairly well (4) very well (5) don’t know

Q10) How well would you say that workers in formal enterprises understand their rights at work?

(1) not at all well (2) not very well (3) fairly well (4) very well (5) don’t know

% Report of the Committee on the Application of Siamis, 99th Session, Geneva, 2010.
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Key Indicators

Ratification of Human Rights Conventions

It shows the status of human rights instrument — how many of human rights
instruments have been ratified. It refers to ratification of following 7 conventions:
Convention Against Torture and Other Cruel, Inhuman or Degrading Treatment or
Punishment, Convention on the Rights of the Child, International Convention on the
Elimination of All Forms of Discrimination Against Women, International Convention on
the Elimination of All Forms of Racial Discrimination, International Convention on the
Prevention and Punishment of the Crime of Genocide, International Covenant on Civil
and Political Rights, International Covenant on Economic, Social and Cultural Rights.

Source: UNDP2

Ratification of fundamental ILO conventions

It shows the status of labour rights conventions. It refers to ratification of following 8
conventions: Freedom of association and collective bargaining (Convention 87, 98),
Elimination of forced and compulsory labour (29, 105), Elimination of discrimination in
respect of employment and occupation (Convention 100, 111), Abolition of child labour
(Convention 138, 182)

Source: ILO%

Swaziland
Lesotho
Botswana
South Africa

as of 1 July 2007

6

7
5
7

Number of ratified Conventions out of 7.

as of 01 August 2009

Swaziland
Lesotho
Botswana
South Africa

8

8
8
8

Number of ratified Conventions (out of 8).

Other useful indicators

Political rights index

The Political Rights index measures the degree of freedom inthe ~ Swaziland
electoral process, political pluralism and participation, and Lesotho
functioning of government.

Botswana
Source: Freedom house, The Freedom in the World Survey?®

South Africa
SSA

2006
7
2
2
2

4

2007
7
2
2
2

4

2008

7
2
2
2
4

Numerically, Freedom House rates political rights on a scale of 1
to 7, with 1 representing the most free and 7 representing the

least free.
Civil liberties index
The Civil Liberties index measures freedom of expression, Swaziland
assembly, association, and religion.
Source: Freedom house, The Freedom in the World Survey?’ Lesotho
Botswana
South Africa
SSA

2006

3
2
2

4

2007

N N W o

4

2008
5

B DD D w

Freedom House rates civil liberties on a scale of 1 to 7, with 1
representing the most free and 7 representing the least free.

24 http://hdrstats.undp.org/indicators/indicators_¢atfim

25 hitp://www.ilo.org/ilolex/english/docs/declworldmt

26 hitp://www.freedomhouse.org/template.cfm?page=15

27 bid.

11



3.

Economic elements

3.1 Sound and stable macroeconomic policy and good

management of the economy

A stable macroeconomic environment is important barsiness. Swaziland has
adhered to relatively prudent macroeconomic managetmsed, at least in theory, on free-
market principles with little government intervemti Economic policy is aimed at
attracting foreign investment and diversifying newe sources. Swaziland’'s economy has
traditionally been based on agriculture and agdustry, although services have become
increasingly important and there are important mecturing sectors as well. Because of
the openness of the economy and the importancgrimfudture-based exports, real GDP is
strongly influenced by both climatic and world metrkconditions. In Swaziland, GDP
growth increased from 2.2 per cent in 2005 to &bgent in 2007, driven by increases of
output in services and manufacturing. This allovilesl country to recover to some extent
from the 2006 drought. Growth then decreased tg@&rdcent in 2008 and 0.4 per cent in
2009, largely due to external shocks. In fact thentry is heavily exposed to fluctuations
in international economic conditions (especiallyitose in its largest trading partner, South
Africa). As an example, the reduction in global deah in 2009 led to the closure of pulp
and paper mills, the loss of 3,000 jobs in theileitdustry and a drop in demand for coal,
Swaziland’s only mineral expoft. Inflation reached 9.8 per cent in 2008 — as fand
fuel prices rose — but it is expected to fall t@ath6 per cent in 2010. However, the main
threat to inflation will come from an expected iease in electricity prices due to the South
African energy regulator’'s decision to increasecteieity tariffs by 24.8 per cent. In fact,
Swaziland’s inflation rate largely tracks price maawents in South Africa, the source of
Swaziland’s imports (and the Emalengeni is peggdtid Rand).

Future growth might be hindered by low investmeslsw pace of economic reforms,
and deterioration of preferential treatment for ZVeamd’'s main exports (sugar and
textiles). This is also confirmed by low levels gifoss capital formation and domestic
savings, which remain low compared to neighbourdogntries and the SSA average.
Moreover, past low levels of growth have contrilbut® the increase of poverty and
unemployment, a situation worsened by the prevaleot HIV/AIDS, labour force
absenteeism, and low productivity. Nevertheless,dbuntry has been able to accumulate
international reserves, mainly thanks to high asitg revenues from the Southern African
Customs Union (SACU). In fact the authorities havaeased fiscal savings from 2005 to
2007, so that international reserves now cover rttaae three months of imports of goods
and services after years of less than adequateagm/eSufficient international reserves are
critical to safeguard external stability and coafide in the currency peg with South Africa,
which 2hgas served the country well according to Ititernational Monetary Fund (IMF)
(2008):

The current account balance achieved a surplu®®7,2after years of deficits. This
recovery is mainly due to the increase of outpusérvices and manufacturing and to the
increase in SACU receipts. Swaziland's fiscal staiscthighly dependent on SA revenues, a
situation that is not sustainable in the futureaose South Africa is pushing to revisit the
revenue-sharing formula and because a possiblsforamation of the CU Southern African

% Economist Intelligence Unit (EIU), Country Rep8waziland, April 2010.

29 IMF Country Report No. 356, Article IV Consultatis, October 2008.
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Development Community (SADC) into a customs unioould imply lower shares for
SACU memberg? Total revenue including grants is expected to e#s® in the coming
years as a consequence of a slump in SACU revevhieh( has accounted for more than
50 per cent of total government revenue over tret gdacade). The decrease in SACU
revenue is partly due to a decline in trade flowd partly due to the liberalization of the
SACU common external tariff (CET).

0 Total reserves in months of imports

-
25 4 = N
20 - N Jp—
\ / ~

15 - SN~ -
10 -
54 TTTESse- ------- ----- —”’

—_— -_————— = = == = -
0 .

2000 2001 2002 2003 2004 2005 2006 2007 2008

Swaziland e e e |esotho e=== Botswana == «= South Africa

Source: World Development Indicators & Global Development Finance

Moreover in recent years Swaziland received a digmtionate payout from the
SACU revenue pool, due to a difference betweenptiogected SACU revenue and the
lower actual revenue collectédAs a consequence Swaziland has to refund SACU the
excess in payout and this will exacerbate the mimludin SACU revenues in the near
future. Nevertheless SACU receipts are expectedetover slightly in 2011 but will
unlikely return to their former levels, so that theed for fiscal reform will remain. In
addition the wage bill has become unsustainablepairmed by the Minister of Finance
in the 2009 budget speech. He confirmed that thgevizall continues to increase, standing
at about 52 per cent of the recurrent budget,réanfthe conventional benchmark of 35 per
cent. In fact, rather than falling, the number wflservants has kept growing, and above-
inflation pay increases have been awarded.

Compared to the region, the labour force particypatate is relatively high in
Swaziland. Most formal sector employment is withe thublic sector. Private-sector
employment is largely in manufacturing and on comuiaé plantations. However,
unemployment levels remain high, reflecting a lalopportunities as economic growth
remains weak® This situation was aggravated by the loss of 3j606 in the textile and
pulp industry in 2009/10. In 2010, Swaziland's oplylp mill, the Sappi Usutu mill at

% Economist Intelligence Unit (EIU), Country Rep8iwvaziland, April 2010.

31 SACU Member States annual revenue shares aremieéet and approved by Council in
December for distribution during the subsequent.y&ae current Revenue Sharing Formula has
three components, namely the Customs Componentdbas each country’s share of intra-SACU
imports); the Excise Component (based on each pgsrshare of GDP); and the Development
Component (fixed at 15 per cent of total exciseeneie, and distributed according to the inverse of
each country’'s GDP per capita).

http://www.sacu.int/docs/tenders/2010/tfrm022016.pd

%2 Economic Intelligence Unit (2008). Country Profl@08: Swaziland, London.
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Bhunya closed due to the sharp decrease in intemahtdemand for pulp and the
destruction of 40 per cent of the mill's forestaane forest fires in 2008.

With regard to the country’s fiscal policy, both @oyers and employees consider
that both company and sales tax rates hinder assigmwth in Swaziland, as confirmed
by the ILO/FSE&CC Survey. In generdhe corporate tax rate is 30 per cent for all
companies. However, in some specific areas idedtifiy the Government, there exists a
special corporate tax incentive. In investmenthagmanufacturing, mining, agribusiness,
tourism and international financial services, thmister of Finance has the prerogative to
nominate a certain investing company as crucialttier development of Swaziland, and
thus with Cabinet approval afford it a minimum tate of 10 per cent for a period of ten
years on withholding taxé&.From the ILO/FSE&CC Survey, it seems that, no eratte
age of the business, company and sales taxes ar@vee as hindering business growth,
especially by firms of 5 to 10 years of age. Momov is important to highlight that a new
Capital Gains Tax is to be introduced, and thatSakes Tax will be replaced by the Value
Added Tax (VAT) (as per the 2010 Budget Speech).

On the Pay As You Earn (PAYE) tax rate, resultsraneed. Most employers think
that it does not affect business growth very stignghile employees’ answers are more
heterogeneous. The PAYE system is a method of gagagome tax on remuneration. More
specifically the employer deducts tax from empleys@aries on pensionable earnings
before paying the net salary or pension.

To what extent company and tax rates hinder business
growth in Swaziland? (EMPLOYERS ANSWERS)

B don'tknow Mnotatall not very strongly B fairly strongly M verystrongly

T T T T T |f

Companytax- Companytax- Companytax- Salestax-new  Salestax-young Sales tax-
newfirm youngfirm  established firm firm firm established firm

100

80

60

40

20

% http://www.sipa.org.sz/index.php?option=com_cot&tmsk=view&id=25&Itemid=40
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Key Indicators

P growth (per cent)

Annual percentage growth rate of Gross Domestic Product (GDP)
at market prices based on constant local currency. GDP is the
sum of gross value added by all resident producers in the
economy plus any product taxes and minus any subsidies not
included in the value of the products. It is calculated without
making deductions for depreciation of fabricated assets or for
depletion and degradation of natural resources.

Source: World Bank national accounts data (World Development
Indicators Online)3*

Labour Force Participation Rate

The labour force participation rate is the proportion of the
population ages 15-64 that is economically active: all people who
supply labour for the production of goods and services during a
specified period. The labour force participation rate is calculated
by expressing the number of persons in the labour force as a
percentage of the working-age population. The labour force is the
sum of the number of persons employed and the number of
unemployed. The working-age population is the population above
a certain age, prescribed for the measurement of economic
characteristics.

Source: ILO KILM3

2005 2006 2007 2008

Swaziland 2.21 2.87 3.51 2.40
Lesotho 0.68 8.10 5.06 3.95
Botswana 4.68 2.96 2.40 2.95
South Africa 497 5.32 5.10 3.06
SSA 5.61 6.20 6.23 5.07

Rate (per cent) whereas high inflation can erode the
purchasing power of wages and can make enterprises
unsustainable.

2005 2006 2007 2008

Swaziland 67.4 66.9 66.7 66.4
Lesotho 73.0 72.8 72.3 72.2
Botswana 57.2 57.2 57.6 57.8
South Africa 55.5 55.5 55.7 55.7

#http://ddp-

ext.worldbank.org/ext/DDPQQ/member.do?method=getbEnsuserid=1&queryld=135

35 http://www.ilo.org/public/english/employment/stiitin/index.htm
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Other useful indicators

Current Account Balance (per cent GDP)

Current account balance (also called ‘current account
surplus/deficit’) is the sum of net exports of goods and services,
net income, and net current transfers. It is a record of a country’s
transactions with the rest of the world. It shows whether a country
is ‘living within its means’. If a country is spending more abroad
than it earns from the rest of the world then corrective action will
be necessary, e.g. to maintain the value of the country’s currency
in relation to other countries’ currency. The balance of payments
is a double-entry accounting system that shows all flows of goods
and services into and out of an economy. All transactions are
recorded twice - once as a credit and once as a debit. In principle
the net balance should be zero, but in practice the accounts often
do not balance, requiring inclusion of a balancing item, net errors
and omissions. Positive current account (surplus) balance is
associated with positive net exports. If the current account
balance is negative, it measures the portion of domestic
investment financed by foreigners' savings.

Source: International Monetary Fund, World Economic Outlook
Database, April 2008.%

Swaziland

Lesotho

Botswana

South
Africa

2006

-74
46

17.2

5.3

Per cent of GDP.

2007

0.7
14.1

15.4

2008

-4.1
9.6

49

2009

6.3
-15

Average,
1997-2009

-1.6
5.7

8.0

-3.0

Government Finance (per cent of GDP)

Government finance (or cash surplus/ deficit) is government
revenue (including grants) minus expense, minus net acquisition
of nonfinancial assets. This cash surplus or deficit is closest to
the earlier overall budget balance (still missing is lending minus
repayments, which are now a financing item under net acquisition
of financial assets).

When the expenditures of a government are greater than its tax
revenues, it creates a deficit in the government budget. This
therefore causes the government to borrow capital from the 'world
market', increasing further debt. The opposite of a budget deficit
is a budget surplus; in this case, tax revenues exceed
government purchases and transfer payments.

Whether government deficits are good or bad cannot be decided
without examining the specifics. If the government runs a deficit
to deal with a severe recession (or depression), to spend on
public investment (in infrastructure, education, basic research, or
public health), the vast majority of economists would agree that
the deficit is bearable, beneficial, and even necessary. If, on the
other hand, the deficit finances wasteful expenditure or current
consumption, most would recommend tax hikes, transfer cuts,
and/or cuts in government purchases to balance the budget.

Source: International Monetary Fund, Government Finance Statistics
Yearbook and data files, and World Bank and OECD GDP estimates
(World Development Indicators CD-ROM).

Swaziland

Lesotho
Botswana

South
Africa

Per cent of GDP.

2005

4.07

-0.24

2006

13.27

1.41

2007

9.19

1.65

Average,
2000-'05%"

-3.1
0.2

1.1

-16

36 http://www.imf.org/external/pubs/ft/iweo/2010/01 /vazda/index.aspx

37 African Development Bank
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Gross Capital Formation (per cent GDP) 2005 2006 2007 2008

Gross capital formation consists of outlays on additions to the  gwaziland 15 14 13 17

fixed assets of the economy plus net changes in the level of

inventories. Fixed assets include land improvements (fences, Lesotho 25 24 24 28

ditches, drains, and so on); plant, machinery, and equipment

purchases; and the construction of roads, railways, and the like, Botswana 35 30 26 32

including schools, offices, hospitals, private residential South Africa 18 21 22 23

dwellings, and commercial and industrial buildings. Inventories

are stocks of goods held by firms to meet temporary or SSA 19 20 22 23

unexpected fluctuations in production or sales, and "work in

progress." Per cent of GDP.

Gross capital formation (also called investment rate or gross

domestic investment), along with foreign direct investment, is

critical to economic growth and economic development. High

level of gross capital formation in a period of time refers to

increase in the value of inventories. High level of gross capital

formation or investment is conducive to economic growth.

Source: World Development Indicators Onling®

Gross Domestic Savings (per cent GDP) 2005 2006 2007 2008 A"ezrgggj
2008

Gross domestic savings are calculated by deducting total final Swaziland 11.2 11.5 11.4 4.4 10.7

consumption expenditure from GDP at current prices.

A high gross domestic saving rate usually indicates a country's Lesotho 267 221 256 363 -26.0

high potential to invest. Savings can therefore be vital to the Botswana 52.4 52.4 38.0 30.8 495

amount of fixed capital available, which in turn can contribute to

economic growth. However, increased savings do not always  gquth 174 174 18.8 19.7 187

correspond to increased investment. If savings are not africa

deposited into a financial intermediary like a bank there is no

chance for those savings to be recycled as investment by SSA 15.7 16.4 17.3 17.3 16.4

businesses. This means that saving may increase without

increasing investment, possibly causing a short-fall of demand Per cent of GDP.

rather than economic growth. In the short term, if savings fall
below investment, it can lead to growth of aggregate demand
and economic boom. In the long term if savings fall below
investment it eventually reduces investment and detracts from
future growth.

Source: World Development Indicators CD-ROM.

38

http://ddp-

ext.worldbank.org/ext/DDPQQ/member.do?method=getbEnsuserid=1&queryld=135
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3.2

Trade and sustainable economic integration

Trade, market integration and global value chaires important to the growth of
sustainable enterprises. Primarily due to its se@dnomic size, Swaziland’s trade share in
GDP was 183 per cent in 2004, but it had decretsd@d9 per cent in 2008. This is very
high and considerably above the regional averade p@r cent in 2008). Exports in
Swaziland are dominated by merchandise and inckofledrink concentrates, raw sugar,
chemicals, and wood pulps. Swaziland mainly impordsor vehicles, machinery, transport
equipment, foodstuffs, petroleum products, and dt&is1 Swaziland’s main trading
partner is South Africa, which accounts for overp@d cent of its imports and to which it
sends nearly two thirds of its exports. Other desidbn markets include EU and the United
States. Swaziland is a member of the South AfriCastoms Union (SACU) and the
Common Monetary Area (CMA), which guarantee theydtge movement of goods and
mobility of capital between member states. Althougiwaziland’'s economic policy is
aimed at attracting foreign investment, the FDlawf (per cent GDP) has fallen since 2004
and is forecast to fall as a result of the globabr®mic downturn and Swaziland’s
relatively poor business environmént.

More specifically, Swaziland experienced an inceeas FDI inflows in 2001 and
2002 in the clothing and textile industry, the seethich received most FDI. This increase
in FDI was due to Swaziland becoming a beneficiafythe African Growth and
Opportunity Act (AGOA) in 2001° However, the FDI increase was short lived because
FDI inflows started declining in 2004, when the @gment on Clothing and Textiles
(ACT) expired, with a severe impact on the clothamgl textile industry. More recently the
industry has been facing difficulties due to unfanable exchange rates and uncertainties in
the availability of preferential markets in theutd. This adverse situation together with a
decline in the economies of trading partners assalt of the global financial crisis may to
some extent explain the recent decline in £DI.

The main issues in the promotion of FDI in Swazlldrave been identified by Torres
and Zapata (2008)as:

1. Market access: even though Swaziland is a membeheokey regional and global
market access agreements, tariff and nontariffidrarare still used with protectionist
aims by neighbouring countries.

2. Labour force: the HIV AIDS epidemic affects workproductivity and increases
training costs. Moreover some business people densiat there is a poor work ethic
in the general workforce.

% World Bank (2008). World Trade Indicators — Benelnking Policy and Performance, Swaziland:
Trade Brief http://info.worldbank.org/etools/wti2008/docs/bfi8fl . pdf

4 Masuku, M.B. and Dlamini, T.S.: Determinants afeign direct investment inflows in Swaziland.
Journal of Development and Agricultural Economiad.\1(5), pp. 177-184, November, 2009.

“I Winnie S. Madonsela (2006). The Textile and Claghindustry of Swaziland in: Herbert Jauch /
Rudolf Traub-Merz (Eds.) The Future of the Textiled Clothing Industry in Sub-Saharan Africa.
Bonn, Friedrich-Ebert-Stiftung,

“2 Torres, C. and Zapata, R. (2005), Technical Repsgessment of the Swaziland Investment
Promotion Agency. CARANA Corporation for Regiona¢rier for Southern Africa, U.S. Agency
for International Development.
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3. Taxes: even though low income tax rates are adeektithey are not always available
to investors.

4. Utilities: power and water costs are very high, amfdrmation and communications
infrastructures are weak.

5. Industry linkages: few inputs are readily availaloieally.

6. General business conditions: poor legal framewaouke (of law), cumbersome and
unclear business regulations, significant Emalaifi@and revaluations against major
world currencies (which hinder competitivenessxpat markets).

Swaziland is actively pursuing further regional mowmic integration and trade
agreements in order to increase market accesdsf@xports. As previously mentioned,
there is a discussion on the possibility that SAlREComes a customs union. The country
has also initiated (together with other SADC coigs)r an Interim Economic Partnership
Agreement with the EU for duty- and quota-free asde the EU market, and negotiations
have also been concluded on a SACU-EFTA (Europeee Frade Association) free trade
agreement. SACU is negotiating with the US on ad@&rénvestment Development and
Cooperation Agreement (TIDCA) and with the Latin émcan trading block MERCOSUR
on a preferential trade agreemé&hioreover Swaziland is part of AGOA, under which it
has preferential access to the US market. Its exgorts to the US under AGOA consist of
textiles and apparel, most of which are producedfaictories owned by Taiwanese
investors®

A major issue for Swaziland is the call for a revief the SACU revenue-distribution
formula, in which the country will have to ensuhatt its interests are not compromised,
especially considering its high dependence on SAEdgipts. South Africa is the main
party in favour of a review. Payments to Botswabesotho, Namibia and Swaziland
(BNLS) amount to 1 per cent of South Africa’s GIiad are considered as foreign aid on
South Africa’s part by some South African economistowever most of the transfers to
BLNS represent customs duty on their imports andsexduties on their consumption of
imported excisable goods.

The Doing Business indicators show that Swazilapddormance in trading across
borders has slightly worsened, with the rank fgllirom 154 to 158 out of 183 in 2009 and
2010 Report respectively. This is probably duentfact that the codtsto both import and
export have increased from 2008 to 2010. In termdo@uments needed to export and
import, Swaziland compares well with South Africadaeven better in terms of time to
export and import. However the cost of exportingl amporting are higher in Swaziland
than in South Africa and other neighbouring coest(i.e. Lesotho and Namibia).

3 IMF Country Report No. 356, Article IV Consultatis, October 2008.
4 Economist Intelligence Unit (EIU), Country Rep8waziland, April 2010.

> Cost measures the fees levied on a 20-foot camtainU.S. dollars. All the fees associated with
completing the procedures to export or import tleeds are included. These include costs for
documents, administrative fees for customs clearaa technical control, customs broker fees,
terminal handling charges and inland transport. @&t measure does not include tariffs or trade
taxes. Only official costs are recorded.
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TRADING ACROSS ECRDER DATA
Doing Business | Doing Business Doing Business
2008 2009 2010
Rank . 154 158
Cost to export (USS per container) 1738 2184 2184
Cost to import (USS per container) 1820 2249 2249
Documents to export {number) 9 9 9
Documents to import {(number]) 11 11 11
Time to export (days) 21 21 21
Time to import {days) 33 33 33

Source: Doing Business 2010

These results are partially confirmed by the ILAEBREC Survey, where 34 and 27
per cent of employers assess the efficiency ofooustuthorities to process imports and
exports as either poor or adequate. By analyziegstitvey results more in detail and by
looking at the size of firms, it can be observedt tamployers from micro, small and
medium firms consider that custom authorities aevery efficient in processing imports
and exports, while large firms find it as adequdteis result suggests that smaller firms
have more difficulties in dealing with exports amaports, either because of a lack of
resources within their firms to do this or becatisesystem and procedures are more based
on the needs of large firms. This might suggest ¢haall and medium firms should be
involved more closely in developing a trade faatliin strategy that takes into account the
main issues of small exporters (or importers, sitim reduced access to inputs is an
important deterrent to growth too). With regard itoport taxes, both employers and
employees consider that they hinder fairly stronglysiness growth. Nevertheless,
Swaziland’'s Most Favoured Nation (MFN) appliedffas lower than the SSA and lower-
middle-income country group averages: 7.8 per cemipared to 12.5 per cent and 11.4 per
cent, respectively. Also, judging by the countrgigerage MFN applied tariff, its tariff
barriers are less restrictive than those of oth8A Sountries. Tariff protection for
agricultural products is 9 per cent, while thatfion-agricultural products is 7.5 per céht.

50 - rocess imports and exports? EMPLOYERS

40 -

30 -

20 -

10 -

0 ; : ;

Micro Small Medium Big
M very poor M poor adequate M very efficient M don’t know

How would you assess the efficiency of custom authorities to

6 World Bank. 2010. “Swaziland Trade BrieM/orld Trade Indicators 2009/10: Country Trade
Briefs Washington, DC: World Bank.
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Key Indicators

Trade (per cent of GDP)

Trade is the sum of exports and imports of goods and
services measured as a share of gross domestic product. It
takes values between 0 and +eo.

Please note that the trade-to-GDP ratio refers to the sum of
the imports and exports and could therefore exceed 100per
cent.

Source: World Bank national accounts data, and OECD National
Accounts data files (World Development Indicators CD-ROM).

Enabling Trade Index (ETI)

The Enabling Trade Index measures the factors, policies and
services facilitating the free flow of goods over borders and to
destination. The index breaks the enablers into four overall
issue areas: (1) market access, (2) border administration, (3)
transport and communications infrastructure and (4) the
business environment.

Source: World Economic Forum.4”

FDI net inflow (per cent GDP)

Foreign direct investment are the net inflows of investment to
acquire a lasting management interest (10 per cent or more of
voting stock) in an enterprise operating in an economy other
than that of the investor. It is the sum of equity capital,
reinvestment of earnings, other long-term capital, and short-
term capital as shown in the balance of payments. This series
shows net inflows in the reporting economy and is divided by
GDP.

Source: International Monetary Fund, International Financial
Statistics and Balance of Payments databases, World Bank, Global
Development Finance, and World Bank and OECD (World
Development Indicators CD-ROM).

2005 2006 2007 2008 Average

2000-2008

Swaziland 182. 1718 1580 1493 179.7
5

Lesotho 153. 146.3 155.3  158.1 154.5
6

Botswana 80.2 789 83.2 85.0 81.9

South 55.6 62.5 66.0 73.8 59.6

Africa
SSA 67.2 68.7 70.7 75.1 66.7

Trade share (per cent) in GDP.

2007 2008 2009
(Report 2008) (Report 2009)  (Report 2010)
Swaziland
Lesotho 3.36 3.51 3.57
Botswana . . 4.21
South 3.98 3.92 3.95
Africa

On a scale from 1 to 7, a high score in the overall ETI indicates that a
country is relatively successful at enabling the free flow of trade.

2004 2005 2006 2007 2008

Swaziland 3.0 -1.8 45 1.3 04
Lesotho 9.6 6.7 74 6.3 13.4
Botswana 40 2.7 44 40 038
South Africa 0.3 2.7 0.1 2.0 35
SSA 18 20 28 33 35

FDI net inflow (per cent in GDP).

47 hitp://www.weforum.org/en/initiatives/gcp/GlobalEmimg TradeReport/index.htm
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Other useful indicators

Export propensity index= Exports of goods and
services (per cent GDP)

Exports of goods and services represent the value of all
goods and other market services provided to the rest of
the world. They include the value of merchandise,
freight, insurance, transport, travel, royalties, license
fees, and other services, such as communication,
construction, financial, information, business, personal,
and government services. They exclude labour and
property income (formerly called factor services) as well
as transfer payments.

Source: World Bank national accounts data, and OECD

National Accounts data files (World Development Indicators
CD-ROM).

2004
Swaziland 90.1
Lesotho 55.9
Botswana 443
South Africa 26.7
SSA 314

It ranges from 0 (with no exports) to 100 (with all domestic production

exported).

2005

89.1
51.1
48.7
274
32.9

2006

84.6
50.0
50.7
29.7
33.4

2007

78.3
52.7
47.6
31.5
34.3

2008

68.6
473
46.2
35.4
36.2
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3.3

Enabling legal and regulatory environment

Poorly designed regulations and unnecessary buiauburdens on business limits
enterprise start-ups and can lead to informalitye Tength it takes to register a company in
Swaziland and the incentives offered to investoosnmare unfavourably with other
countries in the region. In the World Bank’s DoiBgsiness Report, Swaziland has moved
from a ranking of 95 in 2007 to 108 in 2008 and r2@009 (out of 183 countries) in the
overall ranking for ease of doing business. Obetadh the legal and regulatory
environment can stifle commercial activities, hamjpe growth of small firms, discourage
the establishment of new businesses and dissuddepemeurs from formalizing their
businesses. Moreover, according to the World Bahnk, ability of the Government of
Swaziland to provide sound policies and regulatitvias enable and promote private sector
development is low compared to South Africa andsBana’

The 2010 Doing Business Report shows that Swaz#daraahk has decreased to 158
for starting a business. Overall the country dosscompare well with its comparatdfs.
Nevertheless, from 2008 to 2010 the cost of s@irbusiness (as a percentage of income
per capita) has decreased from 38.7 to 33.9 permespectively, still high compared to its
regional comparators. However it is important téenthat GNI per capital has increased
from 2006 to 2008 (both calculated at Purchasingd?dlarity and by the Atlas method, as
per WDI 2010), so that the decrease in the pergentéthe cost is mainly a consequence
of the GNI increase and not a real decrease iedheof starting a business (which has not
changed from a comparison of the 2009 and 2010 d8imsiness Report appendices).
Also, the measure of the minimum capitghs a percentage of income per capita) is in line
with South Africa and other comparators. On theepthand, in closing a business
Swaziland compares well with its comparators witlarsk of 68 out of 183 in 2010. Lastly,
the country seems to perform badly in protectingestors (180 out of 183); this is
confirmed by a very low strength of investor prdi@eindex” (2 out of 10).

“8 Economic Intelligence Unit (2009). Country Rep®wtaziland, London.

49 Comparators are the countries selected from thegDBusiness Report to make a comparison,
more specifically: South Africa, Lesotho, BotswaNamibia.

* The paid-in minimum capital requirement refledt® tamount that the entrepreneur needs to
deposit in a bank or with a notary before regigiraand up to 3 months following incorporation and
is recorded as a percentage of the economy’s ingamneapita.

*l The strength of investor protection index is theerage of the extent of disclosure index
(transparency of related-party transactions), tterg of director liability index (liability for dé&
dealing) and the ease of shareholder suits inderébolders’ ability to sue officers and directfuns
misconduct). The index ranges from 0 to 10, witlhler values indicating more investor protection.
The data come from a survey of corporate lawyedsaaa based on securities regulations, company
laws and court rules of evidence.
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Box 1: Employing workers indicator (EWI):

In the Doing Business report Swaziland ranks 55 out of 183 in the EWI. This is far better than South Africa (102). The EWI is the
average of a set of sub-indices: a difficulty of hiring index, a rigidity of hours index and a difficulty of redundancy index.

A number of concerns about the methodology for calculating the EWI and its use as a policy lever have been raised. It has been
argued that:

(a) The EWI is a poor indicator of the investment climate and of labour market performance to promote employment and decent work;
(b) There are serious methodological and technical limitations with the indicator;

(c) The design of the indicator and the scoring system suggests that reducing protection to a minimum and maximizing flexibility is
always the best option. The EWI does not take into account the need for balance in labour market institutions and policies to ensure
that both enterprises and workers have the right combination of security and flexibility to adapt to competition while ensuring an
adequate security of income and employment.

(d) International research does not provide conclusive evidence for the view that labour market regulations are the main cause of
informality or that lowering labour market regulations beyond certain points will promote employment and transition to formality.

(e) While benefits can be derived by reducing the cost of red tape and unnecessary regulations to a minimum, there is a serious
problem with promoting reforms of labour law based on the same cost-minimization principles.

Following critiques like these, the 2010 Doing Business report flagged changes to the methodology for calculating the EWI and
guidance was issued by the IFC to the effect that the EWI was removed as a guideline to the World Bank Country Policy and
Institutional Assessment questionnaire (CPIA) and is not supposed to be used as a basis for policy advice.53

Well known difficulties in the enabling and regueat environment are confirmed by
the ILO/FSE&CC Survey. In fact, both employers agmiployees consider that it is
sometimes a hindrance to running a small busiresgloyers have the same perception
with regard to large business while over 40 pert afnemployees consider that the
regulatory environment is relatively supportiverimning a large business. The cost to
register a small enterprise seems to encouragedsassio stay informal, according to both
employees and employers answers. This confirmsrébelts of the 2006 World Bank
Investment Climate Assessment (ICA), where micreigmises reported that the financial
burdens associated with registration and labouulatign were serious deterrents to
registering. In fact, a close look at the answeosnfthe 2009 ILO/FSE&CC Survey, by
size of firm, shows that this is confirmed for naidirms, while small firms’ results lean
towards the same result but are more heterogenéousder to improve the legal and
regulatory environment, the Government has inclutedaim as Core Policy 1 in the 2009
Revised National Policy on the Development of SmaMlicro and Medium-sized
enterprises (2009 SMME). The 2009 SMME Policy asos at inducing more registration
of informal enterprises, and aims at doing so tghotestricting certain benefits to private
registered enterprises only.

*2|LO, The United Nations and reform: Developmentshie multilateral system. World Bank Doing
Business report: The employing workers indicatoov&ning Body Paper. For Debate and
Guidance, Geneva, November 2007.

%3 http://www.doingbusiness.org/MethodologySurveyspiayingWorkers.aspx

25



50

Do you think the costs toregister asmall enterprise
encourage businesses to remain informal?

B to agreat extent B to some extent = very little EMPLOYERS
40 |1 MWnotatall B don’t know
30 -
20 -
10 -
0
Micro Small Medium Big
Both employers and employees believe that labous Ere generally understood and
respected but this is somewhat ironic given thatemthan 35 per cent of employers
consider that labour laws are not an impedimengrmnth only becausemost small
businesses are aware of but choose to ignore mogisipns of the labour law (some 28
per cent of them think that most small businesd firdifficult to comply with the labour
law).
How does the labour law affect small businesses in
60 - Swaziland: is it an impediment to growth?
EMPLOYERS
40 -
20 -
0 ffz T T T sz
Micro Small Medium Big

® most small businesses are unaware of most provisions of the labour law, so it is nota major impediment

B most small businesses are aware of but ignore most provisions of the labour law, so itis not a major impediment
B most small business find it difficult tocomplywith the labourlaw and in doing so it is a major impediment

B most small businesses have little problem in complying with the labourlaw and so itis not a major impediment

u don’t know
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Key Indicators

Regulatory Quality Index

The ability of the government to provide sound policies and
regulations that enable and promote private sector
development. Estimate of governance measured on a scale
from approximately -2.5 to 2.5. Higher values correspond to
better governance.

Source: World Bank, Governance Matters database.5

2006
Swaziland -0.57
Lesotho -0.55
Botswana 0.49
South Africa 0.55
SSA -0.73

2007
-0.66

-0.64
0.45
0.42

-0.74

2008
-0.57

-0.63
0.52
0.63

-0.72

Estimate of governance measured on a scale from approximately
-2.5to 2.5. Higher values correspond to better governance.

Ease of Doing Business Rank 2007 2008 2009
(DB 2008 (DB2009 (DB 2010 report)
report) report) rank without
"employing
workers"
Ease of doing business index ranks economies from 1 to 183,  Swaziland 95 108 120
with first place being the best. A high ranking means that the (old rank 115)
regulatory environment is conducive to business operation. Lesotho 124 123 139
This index averages the country's percentile rankings on 10 (old rank130)
topics, made up of a variety of indicators, giving equal weight ~ Botswana o1 38 48
to each topic. (old rank 45)
: ; ; ‘act 55 South Africa 35 32 37
Source: World Bank, Doing Business project. (old rank 34)
The index ranks economies from 1 to 181, with first place being
the best.
Other useful indicators
Starting a business (rank) 2007 2008 2009
(DB 2008 (DB 2009 (DB 2010 report)
report) report)
Starting a Business Index records all procedures that are Swaziland 142 153 158
officially required for an entrepreneur to start up and formally
operate an industrial or commercial business. These include ~ Lesotho 126 125 131
obtammg all necessary Ilcensgs and permlts arlld‘completlng Botswana 99 80 83
any required notifications, verifications or inscriptions for the
company and employees with relevant authorities. The index ~ South Africa 53 47 67

ranks economies from 1 to 181, with first place being the best.
Source: World Bank, Doing Business project.5

The index ranks economies from 1 to 181, with first place being

the best.

> http://info.worldbank.org/governance/wgi/index.asp

%5 http://www.doingbusiness.org/EconomyRankings/

%8 |hid.
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3.4 Rule of law and secure property rights

The extent to which the business community hasiden€e in the rules of society,
including the quality of contract enforcement amdperty rights, affects their readiness to
make long-term investments. Swaziland operatesahahwrt system comprising traditional
courts, in which presiding chiefs apply customaaw,] and a Roman-Dutch system of
magistrate courts, a High Court, and a Court of ¢gip. The judiciary generally is
impartial and independent. However, according ®\World Bank, Swaziland’s ability to
ensure rule of law is low compared to South Africeasotho and Botswana, although the
situation slightly improved in 2008. Likewise, seeyproperty rights provide a necessary
basis for the long-term success of enterprises.

According to the 2010 Doing Business Report, Svaazils rank for registering
property remains low compared to its neighbours8(bser 183). In fact, in order to
register property in the country, 11 procedures regeessary (compared to 6 in South
Africa and Lesotho) and it takes 46 days to coteptegistration (more than in the other
SACU countries except for Lesotho). However thet @fsregistration (7 per cent of the
property value) is in line with the comparatorss@kenforcement of contracts seems to be
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difficult: it takes 972 days to enforce a contraskll above the average among the
neighbours, so that Swaziland ranks 130 over 188 Gonfirms why the results of the

ILO/FSE&CC Survey indicate that more than 30 pentcef employers consider that

commercial law for settling commercial disputesctsas breach of contract) is sometimes
inefficient and subject to manipulation. Also, 4€r gent of employers in the sample judge
the capacity of the police to protect businessesfcriminal behaviour as low. However

with regard to the physical property rights (PPR),and 47 per cent of employers and
employees respectively consider that they are lgleefined and well protected by law.

The Heritage Foundation states that protectionapéms, trademarks, and copyrights
is inadequate in Swaziland. The Government hasdacc® the World Trade Organization
(WTO)’'s Trade-Related Aspects of Intellectual Prop®ights (TRIPS) agreement but has
not signed the World Intellectual Property Orgaticrdls Internet agreement yet.
Swaziland is a member of the World Intellectualgemy Organization (WIPO) and the
African Regional Industrial Property OrganizatioARIPO). Its intellectual property
legislation was reviewed by the WTO TRIPS Council November 2001. General
responsibility for IPR issues is under the RegisBaneral’'s Department in the Ministry of
Justice. Other institutions responsible for intell@l property matters are: the Customs and
Excise Department (Ministry of Finance), for madtezlated to border measures; and courts
of law, for enforcement issues.

>" Economic Intelligence Unit (2008). Country ProfileaB: Swaziland, London; Freedomhouse (2007).
Country Report — Swaziland; The Heritage Foundag609 Index of Economic Freedom — Swaziland
http://www.heritage.org/Index/country/Swaziland
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Box 2: Land Tenure in Swaziland

There are two main types of land tenure in Swaziland: freehold or Title Deed Land (TDL) and Swazi Nation Land (SNL). The latter can
be subdivided into: land held under customary tenure, which may not be sold, mortgaged or leased and is under the control of the
chiefs and land which is leased, or held in trust by private companies controlled by the monarch.58 TDL amounts to about 25 per -cent
of total land SNL is about 74 per cent (the rest of the land belongs to Crown Land or Water Reservoirs). Of the combined total of SNL,
approximately 75 per cent is controlled by chiefs.®® The Swaziland Poverty Reduction Strategy and Action Plan (PRSAP) 2007
addresses the Land Tenure issue. The PRSAP considers that this land tenure system is the cause of numerous problems. For
instance, communal ownership reduces the incentive to invest in the land, so that users do not safeguard nor conserve the quality of
the land, with the result that overgrazing and deforestation are practiced indiscriminately. Another issue is that land cannot be used as
collateral or traded. Last but not least, there is discrimination against women and unmarried youth in rightfully accessing SNL (as
mentioned in the section on social justice and inclusion).

The Government prepared a draft National Land Policy (NLP) in 2000 to address the problems faced by the nation regarding access
to SNL. This also sought to reverse the culture of subsistence agricultural production and give security of tenure to residents.
However the NLP is awaiting approval (as per the Environmental Centre of Swaziland).8° The NLP highlights that land access, clearly
defined property rights, and secure land tenure are fundamental vehicles towards improved productivity and human development.
Furthermore, the NLP seeks to empower women to have a right of ownership to land. In this regard, Section 19 of the Constitution
(equality before the law) advocates that a person has a right to own property either alone or in association with others and shall not be
deprived of property or any interest or right over property. Nevertheless, the rights conferred by the Constitution to access land are for
normal domestic purpose use, so that the Constitution does not mention protection of land rights for commercial purposes. This deters
investment and thus entrepreneurship.

The SNL is administered by Chiefs, who, on behalf of the King, allocate land to families, groups and for development. Traditionally,
every family has a right to be allocated a piece of land from the SNL, to build a home and grow food to feed their families. As per
the tradition, unmarried persons could not be allocated land in their own right and women would get land only through a
male relative and they could not inherit the land from their parents or husbands. The Constitution in Section 211 confers
the right to access land to every Swazi citizen regardless of gender. However, in order to be effective this provision will
have to be accompanied by the promulgation of appropriate legislation and a civil education exercise in order to change
the attitude of men and traditional leaders.®*

With regard to TDL, it is accessible to all persons; however it is very costly so that the poor cannot afford to buy it. This is the cause of
the emergence of crowded and unplanned peri-urban areas on the SNL in the periphery of the major cities. The PRSAP calls on the
Government to implement the Land Use Policy and formalize the leasing of SNL and Concessional Land for more productive
purposes. An additional issue is the fact that land endowments are not equal: Lubombo and the Lowveld ecological zones are drier
and more prone to rain failure compared to Highveld and Middleveld. Water is in short supply in Swaziland, leading to high
dependence on rain fed agriculture. In July 2004, a National Water Authority was launched to improve the management of water
resources in the country. However, preference for water rights is given to large plantations such as sugar cane. As a result, even
where land is available, because of the shortage of water, people in the Lowveld and Lubombo are susceptible to poor yields, hunger
and a number of waterborne diseases associated with lack of irrigation and safe drinking water.

The 2007 PRSAP stresses the importance of improving access to land resources and highlights the following strategies: approve and
implement the National Land Policy and the Land Use Plan; promulgate laws (in accordance with the Constitution) that facilitate and
ensure the right for all citizens to have equal access to land; extend water rights to smallholder farmers for agricultural purposes;
approve and implement the National Land Policy and the Land Use Plan; legislate against the sale of Swazi Nation Land; and
formalize the leasing of unused government farms and SNL. Also the 2009 SMME Policy calls for removing barriers to access to land
for the purposes of stimulating businesses in rural areas.

Penalties for infringement of IPR legislation vdrgtween a fine of E 2,000 and/or
imprisonment for six months under the Trademarks tAca maximum fine of E 10,000
and/or five years’ imprisonment under the Patedtdity Models and Designs Act. Civil

% Adams, M., Sibanda, S. and Turner, S., Land TeRaferm And Rural Livelihoods In Southern
Africa, Natural Resource Perspectives, Overseagbpment Institute, Number 39, February 1999.

%9 http://www.ecs.co.sz/seap/projects seap chapter83.h

80 http://www.ecs.co.sz/

®1 The Swaziland Poverty Reduction Strategy and Adiitan (PRSAP) 2007.
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suits for damages may also be brought. The lemislailows for appeal procedures at the
High Court. According to the WTO, Swaziland faceseaere problem of piracy in audio
and audiovisual cassettes, CDs, and DVDs. Accorttirthe 2009 WTO report, Swaziland
requires technical assistance on IPR issues, imgjufbr training of officials and for
amendment of its legal framework.

More specifically the WTO indicates that there aslegislation relating to:

= geographical indications, layout-designs (topogieg)rof integrated circuits or the
protection of undisclosed information in Swaziland,;

= the protection of new varieties of plants, pharroéical or chemical products;

= compulsory licensing in respect of industrial desig

Concerning copyright, the Copyright Act 1912 covilerary, dramatic, and artistic
works, performances, and sound recordings firstlighid in any part of the
Commonwealth. However, the legislation does not @greither with Article 9 of the
TRIPS Agreement (protection of the exclusive rightt@uthors in relation to their literary
and artistic works) or with the Berne or Rome Cartians®? Also, no provisions exist for
royalties to be paid to musicians, authors or perérs. A new Copyright Bill, based on the
World Intellectual Property Organization (WIPO) nebdaddresses the administration of
copyright and neighbouring rights, audiovisual veyrxpression of folklore, and computer
programmes. It will establish a Copyright Societyhich will be responsible for the
promotion of the interests of authors, artists, aperformers, and a Copyright
Administrator’s office in the Registrar-Generalice.®®

®2 The Berne Convention for the Protection of Litgrand Artistic Works is arinternational
agreemengoverningcopyright The Rome Convention for the Protection of PerfensmProducers
of Phonograms and Broadcasting Organizations egteoopyright protection from the author of a
work to the creators and owners of particular, gajsmanifestations of intellectual property (like
DVDs).

8 http://www.wto.org/english/tratop _e/tpr_e/tp322 teh
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Q28) How welliscommercial law implemented for settling commercial disputessuch as breach of contract? (1) inefficient and
subject to manipulation (2) sometimes inefficient and subject to manipulation (3) usually efficient and rarely subject to manipulation
(4) always efficient and follows a clear, neutral process (5) don’t know

Q29) How would you assess the capacity of the police to protect businessesfrom criminal behaviour (e.g. theft)? (1) very low (2) low
(3) high (4) very high (5) don’t know

Q30) To what extent are physical property rightsdefined and protected?

(1) nonexistent (2) are poorly defined and not well protected by law (3) well defined but not well protected by law (4) are clearly
defined and well protected by law (5) don’t know

Q31) To what extent are Intellectual property rights defined and protected?

(1) nonexistent (2) are poorly defined and not well protected by law (3) well defined but not well protected by law (4) are clearly
defined and well protected by law (5)don’t know

With regard to IPR, it is interesting to note froine ILO/FSE&CC Survey that 39 per
cent of employers could not answer the questionwhat extent are IPR defined and
protected? This clearly indicates that there tkelinterest, awareness and use of IPR laws
in the country, an indication that innovation ardaarch and development are probably not
an important characteristic of Swazi enterprised tat the private sector tends to adopt
existing technologies rather than invent new ofid& 2009 SMME Policy also aims at
training and sensitizing SMME on IPR.

Key Indicators

Rule of law Index 2006 2007 2008

The extent to which agents have confidence in and abide by ~ Swaziland -0.67 071 -0.50

the rules of society, including the quality of contract Lesoth 0.26 20.38 20.30

enforcement and property rights, the police, and the courts, esotho

as well as the likelihood of crime and violence. Botswana 0.62 0.66 0.64

Source: World Bank, Governance Matters database.®* South Africa 0.24 0.13 0.12
SSA -0.74 -0.75 -0.75

Estimate of governance measured on a scale from approximately -
2.5 10 2.5. Higher values correspond to better governance.

® http://info.worldbank.org/governance/wgi/index.asp
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Other useful indicators

Property rights 2007 2008 2009
(GC 07/08) (GC 08/09) (GC 09/10)
The World Economic Forum (WEF) Survey asked the business  Swaziland - - -
!‘eaders to provide their expert opinions on the following: Lesotho 3.0 3.4 3.9
Property rights in your country, including over financial assets,
are 1= poorly defined and not protected by law, 7=clearly Botswana 49 5.2 5.3
defined and well protected by law”. . 58 6.0 59
Source: World Economic Forum, The Global Competitiveness Report. South Africa
World (mean) 47 47 45

1= poorly defined and not protected by law, 7=clearly defined and
well protected by law.

Intellectual property protection 2007 2008 2009
(GC 07/08) (GC 08/09)  (GC 09/10)

The World Economic Forum (WEF) Survey asked the business  Swaziland

leaders to provide their expert opinions on the following: Lesoth 25 32 34
“Intellectual  property protection and anti-counterfeiting esotho
measures in your country are 1= weak and not enforced, Botswana 3.1 3.3 3.9
7=strong and enforced” . 52 53 59
Source: World Economic Forum, The Global Competitiveness Report. South Africa

World (mean) 3.8 38 38

1= weak and not enforced, 7=strong and enforced

Rule of law Index
0,8
0,6
0,4
—_— = Swaziland
0,2 _—
Lesotho
0 T T 1
02 2006 2007 2008 it
South Africa
-0,4
_— ——SSA
-0,6 ———
-0,8
-1

3.5 Fair competition

Fair competition in the marketplace is likely taguce a range of efficiencies in the
provision of goods and services in terms of lowasts, reduced price distortions and wider
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consumer choice. Swaziland enacted the CompetizirNo. 8 of 2007 with the aim of
encouraging competition in the economy. The CortipatBill aims to®

=  Encourage competition in the economy by controlingj-competitive trade practices,
mergers and acquisitions, monopolies and conc@ntraf economic power and unfair
trade practices; promote economic development andit and protect consumer
welfare;

= Provide an appropriate institutional and operationeachanism for its administration,
including the Fair Trading Act and;

=  Provide for the establishment of a Competition Cagsion.

However the Commission for the implementation of tBompetition Act is still
relatively young, so there is a need to enhancduitsfunctioning. The Government is
currently receiving Technical Assistance from intgional organizations, with the aim to
enhance the human and institutional capabilitieh@efSwaziland Competition Commission
and raise awareness amongst stakeholders.

Moreover, Swaziland is a member of the Common MafteEastern and Southern
Africa (COMESA). COMESA recently launched a regib@mpetition Commission to
promote fair competition within the common marketross its member states. The
commission is tasked with the enforcement of evamdled trade practices and the
eradicaft;%ion of abuse of dominance and cartel bebawy certain firms in the common
market:

Price controls in Swaziland are imposed under tiweRControl Order of 1973. This
has the aim to fix maximum prices for both goodd s@rvices. The Minister of Agriculture
may fix maximum and minimum wholesale and retaitgs for any animal or animal
product sold in Swaziland. Currently, price cordra@lre applied to bread, sugar, dairy
products, gasoline, and postal and telecommunitatovices’

With regard to the treatment of investors, the S\aad Investment Promotion
Authority is the national investment agency respmasfor attracting inward investment.
Swaziland has in fact a number of incentives albglaequally to local and foreign
investors. There are no formal policies or prastitkat discriminate against foreign
investment, and companies can be 100 per cengfemivned. However, foreign investors
are required to use domestic labour whenever gessibd the process for obtaining
residence and work permits can be burdensome. Fhargh the Constitution impedes
foreign ownership of land, a release is offerechinitthe Constitution in projects where
land is a factor in the investment. Thus, new itmasmay still acquire title to land for
industrial, agricultural, and other economic atigd&. Alternatively, foreign investors may
enter into a partnership with a local entity orividual. However, the WTO assessed the

2010 Investment Climate Statement — Swaziland eBurof Economic, Energy and Business
Affairs. The Investment Climate Statements proviaethorough description of the overseas
environments in which U.S. investors must operate
(http://www.state.gov/e/eeb/rls/othr/ics/2010/138h4m)

% South Africa: The Effect of the Launch of COMESARegional Competition Commission in
Africa and Beyond, 20 May 2008tp://www.mondag.com/article.asp?articleid=79364

57 http://www.wto.org/english/tratop _e/tpr e/tp322 teh
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investment regime as lacking important legislativelerpinning and institutional capacity
for implementation.

The results of the ILO/FSE&CC Survey indicate thiatployers consider competition
policy to be very weak and in need of developmentreate level playing fields for
business. There appears to be considerable scopepimvement in competition policy. In
fact, even though in 2008 a Competition Bill wassg®sd, the Commission for the
implementation of the Act is still not fully funcining®®

Even though formally there are no special polithedt discriminate against domestic
investors, 53 per cent of employers in the sampleve that generally the Government
favours foreign investors over domestic investoys difering better conditions and
incentives. For instance, the 2010 US Investmeriade Statemefit for Swaziland
indicates that the Government provides investmecentives to foreign investors such as
repatriation of profits, provision of factory steht competitive rates, and exemption from
duty on raw materials for the manufacture of goddsbe exported outside SACU.
However, in principle, all investors have accessfit@ncial incentives, such as tax
allowances and deductions for new enterprisesuditt) a 10-year exemption from
withholding tax on dividends and a low corporate @ 10 per cent for approved
investment projects. New investors also enjoy drdg- import of machinery and
equipment?

80

60

40

20

Q37)How would you describe competition policy and legislation in Swaziland?

(1) nonexistent (2) not efficient in preventing unfair competition (3) sometimesefficient in preventing unfair
competition (4) usually efficient in preventing unfair competition (5) very efficient in preventing unfair competition
Q33) Do you think that the government favours foreign investors over domestic investors by offering better conditions
and incentives?

(1) generally yes (2) sometimes (3) neither favours nor disadvantages (4) Generally, no (i.e. the opposite) (5) don’t

know

] Fair Competition
1 m] m
i
Q37-employers Q37-employees Q33-employers Q33-employees

% 2010 Investment Climate Statement — Swazilande8uwiof Economic, Energy and Business
Affairs. (http://www.state.gov/e/eeb/rls/othr/ic812/138147.htm )

% http://www.state.gov/e/eeb/rls/othr/ics/2010/138 b4m

% bid.
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Key Indicators

Total Business Density (per cent)
Total business density is calculated as the number of total registered Swaziland

companies as a percentage of the active working age population in

that year. Lesotho
Source: World Bank Group Entrepreneurship Survey (WBGES).”" Botswana
South Africa

2003

18.59

2005

19.34

2007

Number of total registered companies as a percentage of the
active working age population.

Other useful indicators

Intensity of local competition index

Intensity of local competition index is based on survey data drawn Swaziland

from the following question: “Competition in the local markets is
(1=limited in most industries and price-cutting is rare, 7=intense in

Lesotho

most industries as market leadership)”. Botswana

Source: World Economic Forum Executive Opinion Survey’, The Global South Africa
Competitiveness Report.

World (mean)

1=limited in most industries and price-cutting is rare,
7=intense in most industries as market leadership

Effectiveness of anti-monopoly policies

Effectiveness of anti-monopoly policy index is based on annual survey ~ Swaziland
data. The respondents were asked to rate the effectiveness of anti- | esotho

monopoly policy in their country: “Anti-monopoly policy in your country
is (1=lax and not effective at promoting competition, 7=effective and

Botswana

promotes competition)”. South Africa

Source: World Economic Forum Executive Opinion Survey, The Global
Competitiveness Report.

World (mean)

2007
(GC 07/08)

3.8
47
5.1

48

2007
(GC 07/08)

2.8
3.1

5.4
4.0

2008
(GC 08/09)

4.0
48
5.1

4.9

2008
(GC 08/09)

3.2
3.3

55
4.0

2009
(GC 09/10)

4.3
4.6
5.0

49

2009
(GC 09/10)

3.5
3.7

53
4.0

1=lax and not effective at promoting competition, 7=effective

and promotes competition
2007

Extent of market dominance

Extent of market dominance index is based on annual survey data. ~Swaziland
The respondents were asked to rate the corporate activity in their
country: “Corporate activity in your country is (1=dominated by a few ~Lesotho

business groups, 7=spread among many firms)”.

Botswana

Source: World Economic Forum Executive Opinion Survey, The Global
Competitiveness Report. South Africa

World (mean)

(GC 07/08)

25
29

44
3.9

2008
(GC 08/09)

3.6
3.2

4.6
3.9

2009
(GC 09/10)

3.6
34

43
3.9

1=dominated by a few business groups, 7=spread among

many firms

" http://rru.worldbank.org/businessplanet/defaulbé@gid=8

2 http://www.insead.edu/v1/gitr/wef/main/analysis/sldatatable.cfm?vno=1.37
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3.6

Information and communication technologies

The continuing shift towards knowledge-based ecaesrand the accelerated growth
in the technological sphere has led to increasedspres on enterprises to upgrade their
production technologies and adopt ICT innovatioasethance their competitiveness.
According to the International Telecommunicationidsn Swaziland’s development in
information and communication technologies is higimpared to the Sub-Saharan Africa
average and has grown steadily since 2002. Thedgagrintelligence Unit reports that the
fixed-line telephone network operated by the puldierprise, Swaziland Posts and
Telecommunications Corporation (SPTC), is poor bytB African standards, although the
mobile-phone network that started in late 1998 twasvn more rapidly than expected.
There are seven Internet service providers (ISRh of which is connected to servers in
South Africa. The number of regular internet users grown rapidly. Moreover, SPTC has
recently introduced a broadband service, purchabamgwidth from the South African
utility, Telkom.

Even though Swaziland’'s development in ICT is grayvialmost 50 per cent of
employers consider the infrastructure relatingh use of ICT underdeveloped, in contrast
to the 60 per cent of employees who consider snfthstructure as satisfactory. Half of
employers in the sample also consider that lawatingl to the use of information
technology are underdeveloped, in line with empésy®pinion. Employers and employees
seem to strongly agree that small enterprises fitindifficult to afford ICTs for their
business activities. These concerns are of gréewarece since the Swazi private sector
needs to increase the competitiveness of SMEsaaneks to ICTs is a crucial element in
this regard.

In fact, Ducker and Payne (20IDpxplain that the expansion of communication
networks and reductions in computer equipment cogtsmportant tools for enterprises in
developing countries to access information and tmecamore competitive. They observe
that, in order to become competitive, enterprises ICT in three ways: 1) learning about
and linking with markets; 2) upgrading and incragsiproductivity; and 3) creating
horizontal and vertical linkages with suppliers anhler enterprises in their sect6this
is even more important in a small landlocked coutite Swaziland, which has limited
access to big markets. Moreover, the affordabdftyCT for small firms introduces another
issue: access to credit.

3 Ducker, M. and Payne, P. (2010), Information Comivation Technology As A Catalyst To
Enterprise Competitiveness , Research Report, USAID

" bid.
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Information and Communication Technology
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Q49) How would you describe the infrastructure relating to the use of information and communication technology (e.g. internet,
fixed line, mobile phone etc.)?
(1) non existent (2) underdeveloped (3) satisfactory (4) well developed (5) meetsthe highest standards
Q50) In Swaziland, laws relating to the use of information technology (e.g. electronic commerce, data protection, digital signature)
are : (1) non existent (2) underdeveloped (3) satisfactory (4) well developed and enforced (5)don’t know
Q51) To what extent do you think that small enterprises can afford information and communication technologies for their business
activities?
(1)impossible (2) difficult (3) easy (4) very easy (5) don’t know
Key Indicators
ICT Development Index (IDI) 2002 2007
IDI compares developments in information and communication Swaziland 1.32 1.73
technologies (ICT) in 154 countries over a five-year period from 2002 to Lesotho 115 148
2007. The Index combines 11 indicators into a single measure that can ' )
be used as a benchmarking tool globally, regionally and at the country Botswana 1.70 2.10
level. These are related to ICT access, use and skills, such as .
households with a computer the number of Internet users; and literacy  South Africa 21 270
levels. SSA 0.16 0.18

Source: International Telecommunication Union.”

Scale from 1 to 10, with lower scores reflecting lower
development levels.

Other useful indicators

Internet users (per 100) 2006 2007 2008
The Internet is a linked global network of computers in which users at  Swaziland 3.70 410 413
one computer get information from other computers in the network.

Internet users are people with access to the worldwide network. The total ~ Lesotho 2.98 3.45 3.58
number of Internet users is divided by the population and multiplied by  gotswana 4.29 5.8 4.16
100.

Source: International Telecommunication Union.” South Africa 7.61 8.07 8.43

SSA 3.30 4.36

Number of users per 100 people.

7S http://www.itu.int/ITU-D/ict/publications/idi/2009aterial/IDI2009 w5.pdf

78 http://www.itu.int/ITU-D/icteye/Indicators/Indicate.aspx
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Fixed line and mobile phone subscribers (per 100 people)

Fixed lines are telephone mainlines connecting a customer's equipment
to the public switched telephone network. Mobile phone subscribers refer
to users of portable telephones subscribing to an automatic public mobile
telephone service using cellular technology that provides access to the
public switched telephone network.

Source: International Telecommunication Union (World Development Indicators
CD-ROM)

Broadband subscribers (per 100 people)

Broadband subscribers are the total number of broadband subscribers
with a digital subscriber line, cable modem, or other high-speed
technologies.

Source: International Telecommunication Union.””

Swaziland

Lesotho

Botswana

South Africa

SSA

2004 2005

16.92 20.78
11.88 15.03
38.58 52.02
55.43 82.51

8.8 13.5

Number of subscribers per 100 people.

Swaziland
Lesotho
Botswana
South Africa
Africa

2006 2007
0.10 0.19
0.69 0.77
0.15 0.21

Number of subscribers per 100 people.

2006

25.83

60.10

14.5

2008

0.19

0.77
0.26

ICT Development Index (IDI)

1,5 1

0,5 -

2002 2007

W Swaziland
Lesotho
Botswana

B South Africa

W SSA

3.7 Access to financial services

Whether to create a new business or to expand iatingxone, entrepreneurs of all
sizes and types need financial resources to stapetitive and to grow. In Swaziland,
credit to the private sector as a percentage of G&Pincreased from 18 per cent in 2004
to 25 per cent in 2007, dipping to 24 per cent @& This decline is probably related,
among other things, to an increase in the percentfpank non-performing loans to total

7 http://www.itu.int/ITU-D/icteye/Indicators/Indicate.aspx#
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gross loan$ from 3 to 8 per cent in 2004 and 2008 respectivElyen though in terms of

credit to the private sector the country perforragidy than Lesotho and Botswana, it still
remains below the average for Sub-Saharan countleseover, access to financing is
limited in Swaziland. The IMF reports that the coemgial banking system has
concentrated on export financing to the detrimémitioer types of financing.

30 10
Access to credit

25
-5
20
M‘ Domestic credit to private sector
(% of GDP)
=®=Bank nonperfoming loans to total T
gross loans (%)
15 T T T T 0

2004 2005 2006 2007 2008

The export incentives available to exporters arfdrefl by the Government through
the Trade Promotion Unit (within the Ministry of fléign Affairs and Trade) includ@:

= Hiring, construction and furnishing of pavilionsda@xhibitions at Trade Fairs;
=  Encouraging exporters to participate in Trade Fairs

=  Advertising exporters business abroad through easrsmport houses and Foreign
Missions; and

= Paying for the processing of Export documents (fizates of origin) prepared by
exporters.

In the early 1990s, the Government (with the Cémgenk of Swaziland) set up the
Export Credit Guarantee (ECG) and the Small Scaltergrise (SSE) Loan Guarantee
Scheme$? These schemes focus on two main categories obwers, namely: small-scale
entrepreneurs and small and medium scale expofteesschemes are aimedto:

8 Bank nonperforming loans to total gross loanstlaeevalue of nonperforming loans divided by the
total value of the loan portfolio (including nonfming loans before the deduction of specific loan
loss provisions). The loan amount recorded as néoymeing should be the gross value of the loan
as recorded on the balance sheet, not just therarttmat is overdue. (International Monetary Fund).

9 http://www.sadc.int/tifi/tax/browse/chapter/3/cotswaziland

8 Budget Speech 200Http://www.gov.sz/home.asp?pid=4048

81 http://www.sadc.int/tifi/tax/browse/chapter/3/cotiswaziland
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= Encourage local development finance institutionswafi as commercial banks to
increase lending to small-scale enterprises in $avak by reducing the financial risk
to be taken by these institutions.

= Make better use of surplus liquidity available anks for specific development
purposes.

= To stimulate efficient localisation of small-scdbesiness especially in small-scale
industry, commerce and services by providing adegoapital to take over existing
shops and workshops or to establish new ones.

= The Central Bank of Swaziland extends guaranteeslifgible projects undertaken by
small-scale businesses. The Guarantee is designeaver shortage or lack of other
acceptable collateral for credit to SSEs.

More specifically, the Export Credit Guarantee $8ee(ECGS) was created with
financing through the Ministry of Commerce, Indysind Trade with the aim to enaBfe:

=  Exporters to meet their working capital requirersent
= Exporters who do not have enough collateral sgctaibbtain financial assistance;

=  Small exporters operating from Swaziland to obfaiance from commercial banks at
concessionary interest rates;

= Exporters to keep reasonable stock levels so thayrespond promptly to incoming
queries or export orders; and

= Swazi exporters to extend easier credit terms paoul80 days, to importers without
adversely affecting the exporter's cash flow positi

The IMF also states that the financial sector lex®ime more vulnerable as a result of
inadequate regulation. The depth of financial markefurther limited by lack of access to
collateral for many borrowers. In fact, about 6@ pent of the land is held in public trust
and cannot be used by farmers, for example, toreelmans to invest in increasing
agricultural yield$® Moreover, since Swaziland's financial markets sti#t emerging, a
variety of credit instruments have yet to be depetb

The results of the ILO/FSE&CC Survey reflect théiclilties encountered by small
firms in getting access to credit. In fact, emplsyand employees in the sample agree that
it is difficult to obtain a bank loan without caléaal even with a good business plan and
that it is extremely difficult to access venturepital for innovative but risky projects.
Moreover most respondents both among employereapdioyees consider that it is much
more difficult for owners of small businesses td gedit, compared to large firms. With
the objective of improving access to finance, ti@2SMME Policy aims at implementing
the following actions:

= Facilitate opening of SMME windows in financial iitstions;
=  Promote innovative financial products for SMMEs;

=  Promote and improve access of SMMEs to bank fimanttirough simplification of
procedures; and

=  Putin place regulatory mechanisms for micro-firmpmoducts.

82 hitp://www.wto.org/english/tratop _e/tpr e/tp322 tmh

#swaziland Faces Stagnant Growth, Financial Chadleiy IMF Survey, Vol. 37, No 8:
http://www.africaneconomicoutlook.org/en/countrgesithern-africa/swaziland/#/structural _issues
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Mixed results are found in both employers’ and eappés’ answers when people are
asked if women are less or more likely than meadecess formal finance for running a
small business. In fact, 33 per cent of employerssitler that “women are less likely than
men to access formal finance” while 32 per certhefn consider that there is no difference
between men and women. Employees are even moiedian the issue, with 28, 32 and
28 per cent of them considering women less, moceemually likely than men to access
formal finance.

Access to Financial Services
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Q38)How easy itisfor a small business to obtain a bank loan with a good business plan only (i.e. without capital/collateral)
(1)impossible (2) difficult (3) easy (4) very easy (5) don’t know

Q39) How easy it is for a small business to obtain ) venture capital for entrepreneurs with innovative but risky projects?

(1) impossible (2) difficult (3) easy (4) very easy (5) don’t know

Q40) How easy or difficultisit for owners of small enterprisesto get credit (compared to large enterprises)? (1) very difficult
(2) difficult (3) easy (4) on more or less the same basis as larger enterprises (5) don’t know

Q41) Other factors being equal, to what extent do you thinkthat women are less or more likely than men to access formal
finance for running a small business in Swaziland?

(1) much less likely (2) less likely (3) more likely (4) no difference (5) don’t know

Key Indicators

Credit to private sector (per cent GDP) 2005 2006 2007 2008

Domestic credit to private sector refers to financial resources provided Swaziland 21.6 235 24.9 23.6

to the private sector, such as through loans, purchases of nonequity

securities, and trade credits and other accounts receivable, that Lesotho 88 8.1 10.1 109

establish a claim for repayment. For some countries these claims Botswana 18.7 18.8 20.1 211

include credit to public enterprises.

Source: International Monetary Fund, International Financial Statistics and South Africa 141.1 159.1 163.9 145.2

data files, and World Bank and OECD GDP estimates (World Development

Indicators CD-ROM). :;ll?-Saharan 63.1 66.2 69.3 58.5
rica

Credit to private sector (per cent GDP).
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Other useful indicators

Credit Information Index 2007 2008 2009
(DB 2008 (DB 2009 (DB 2010
report) report) report)
Credit information index measures rules affecting the scope, Swaziland 5 5 5
accessibility, and quality of credit information available through Lesoth 0 0 0
public or private credit registries. The index ranges from 0 to 6, with esotho
higher values indicating the availability of more credit information, Botswana 4 4 4
from either a public registry or a private bureau, to facilitate lending
decisions. South Africa 6 6 6
Source: World Bank, Doing Business project. SSAH 13 13 15
0O=less info to 6=more info
Interest rate spread 2006 2007 2008
Interest rate spread (lending rate minus deposit rate) is the interest Swaziland 6.2 6.1 6.7
rate charged by banks on loans to prime customers minus the
interest rate paid by commercial or similar banks for demand, time, Lesotho 76 [ 85
or savings deposits. Botswana 7.6 7.6 7.9
Source: International Monetary Fund, International Financial Statistics and .
data files. (World Development Indicators CD-ROM). South Africa 4.0 4.0 3.5
SSA 9.6 10.0
150 Domestic credit to private sector (% of
160 - GDP)
140
- .
120 Swaziland
|
100 Lesotho
80 Botswana
60 B South Africa
40 I SSA
20
0
2004 2005 2006 2007 2008

3.8 Physical infrastructure

Enterprise sustainability critically depends on tngality and quantity of physical
infrastructure. Swaziland is closely integratedwiouth Africa and Mozambique in terms
of transport and electricity infrastructure. Theusty provides important corridors for
transit traffic from the South African interior the coast. The transport system in
Swaziland is based principally on road transpod iarfact the country has a good network

8 http://www.doingbusiness.org/ExploreEconomies/?eanyid=143
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of roads. However, many roads are not designedh&mvy vehicles and control of
overloading is weak, exacerbating the damage 0 sogfaces. With the aim of improving
road networks, the Minister of Finance announcedhian 2009 Budget Speech that the
Roads Department is continuing with reforms, ingigdthe introduction of toll gates on
roads, starting with the Ngwenya — Mbabane — Mampad section.

The Railways Act of 1962 established the parastatedziland Railway to provide
transport services for import and export of gooslsvall as transit cargo. An aim of the
National Transport Policy is to provide, maintaamd improve a safe, cost-effective,
reliable, and environmentally friendly rail networkn fact, the rail network is under
renovation and new lines are being constructedhtorhore effectively with Maputo, the
main port for Swaziland’'s exports.So far, air services exist only for passengerttg
while cargo flights will be introduced upon comet of the Sikhuphe airport.

Most electricity is purchased from South Africag tremainder being generated at
hydroelectric stations. A new transmission linenfr&outh Africa through Swaziland to
Maputo came into operation in 2000 and this hagowgd the reliability of the electricity
supply to commercial and industrial users. Althotigh electricity grid has been extended
to most areas, rural households still depend heavilwood, petroleum products and coal
for their energy needs. The main challenge is sulate the country from the electricity
shortages that are likely to plague South Afriba, major supplier of enerd¥.

Physical infrastructure
How would you assess the quality of infrastructure in Swaziland (from the point of view of
enabling businesses to operate effectively and efficiently)?

M Very good M Good Satisfactory B Poor B Very poor
‘\oad \“oa A ac\\\“.\ o s“pp oW e‘a% “\’\.\ca“o“ A q\)a\\"\'
port ar\d o ove'
£ Wates 1e\ecO

EMPLOYERS

MH :

029° 0adS Jixies p (a8 . _axionS ety
® rallf port fec E\ec‘ w\:luxer and e e\ec, raroV unic? 0\""‘3\\ @
2 1e

EMPLOYEES

The ILO/FSE&CC Survey shows that employers consitbesst infrastructures as
satisfactory from the point of view of enabling ithbusinesses to operate effectively.

8 http://www.wto.org/english/tratop _e/tpr e/tp322 tmh

8 Economic Intelligence Unit (2008). Country Profd@08: Swaziland, London
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However employees are more divided on the qualityoads, with 37 per cent of the
sample considering their quality as satisfactorg 86 per cent of them considering their
quality as poor. Few respondents expressed sdtisfagith access to port facilities.

Key Indicators

Electric power consumption (kWh per capita) 2004 2005 2006

Electric power consumption measures the production of power plants Swaziland

and combined heat and power plants less transmission, distribution, and

transformation losses and own use by heat and power plants. Lesotho

Source: International Energy Agency, Energy Statistics and Balances of Non- Botswana 1361 1406 1419

OECD Countries and Energy Statistics of OECD Countries (World Development .

Indicators)®”; IEA Energy Africa Statistics.® South Africa 4886 4858 4810
SSA 538 539 531
kWh per capita.

Roads, paved (per cent of total roads) 1996 2000 2004

Paved roads are those surfaced with crushed stone (macadam) and Swaziland 30%

hydrocarbon binder or bituminized agents, with concrete, or with

cobblestones, as a percentage of all the country's roads, measured in  Lesotho 18 18

length. Botswana 52 35 33

Source: International Road Federation, World Road Statistics (World .

Development Indicators).8° South Africa 20 20
SSA
Per cent of total roads.

Other useful indicators

Improved water source (per cent of population with access) 1995 2001 2006

Access to an improved water source refers to the percentage of the Swaziland 59 59 60

population with reasonable access to an adequate amount of water from Lesoth 77 77 78

an improved source, such as a household connection, public standpipe, esotho

borehole, protected well or spring, and rainwater collection. Unimproved  Botswana 94 95 96

sources include vendors, tanker trucks, and unprotected wells and .

springs. Reasonable access is defined as the availability of at least 20 South Africa 83 89 93

litres a person a day from a source within one kilometer of the dwelling.  sSA 51 58

Source: World Health Organization and United Nations Children's Fund, Meeting
the MDG Drinking Water and Sanitation Target. (World Development
Indicators).%2

Per cent of population with access.

8%http:/ddp-

ext.worldbank.org/ext/DDPQQ/member.do?method=getbEnsguserid=1&gueryld=135

8 http://www.iea.org

http://ddp-

ext.worldbank.org/ext/DDPQQ/member.do?method=getbEnsguserid=1&gueryld=135

% 2002

1 2002

“http://ddp-

ext.worldbank.org/ext/DDPQQ/member.do?method=getbEnsuserid=1&queryld=135
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Quality of overall infrastructure Index

Survey data: “General infrastructure in your country is:
1 = underdeveloped, 7= as extensive and efficient as the world’s best”.
Source: World Economic Forum, The Global Competitiveness Report.%3

Quality of port infrastructure Index

Survey data: “Port facilities and inland waterways in your country are:
1=underdeveloped, 7= as developed as the world’s best. For landlocked
countries this measures the ease of access to port facilities and inland
waterways”.

Source: World Economic Forum, The Global Competitiveness Report.%4

Swaziland

Lesotho
Botswana

South
Africa

World
(mean)

2007
(GC 07/08)

19
4.4
45

3.8

2008
(GC 08/09)

22
4.6
45

3.8

2009
(GC 09/10)

29
4.6
47

41

1 = underdeveloped, 7= as extensive and efficient as

the world'’s best

Swaziland
Lesotho
Botswana
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(GC 07/08)

28
4.1
44

4.0

2008
(GC 08/09)
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42
44

41
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(GC 09/10)

3.0
3.7
47

42

1=underdeveloped, 7= as developed as the world’s best

% http://www.weforum.org/pdf/GCR08/GCRO08.pdf

% ibid.
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4. Social elements

4.1 Entrepreneurial culture

Promoting an entrepreneurship culture is about ngageople aware of the potential
of business as an alternative to waged employnmegbvernment and the private sector.
Campaigns to create positive attitudes towardseprgneurship may assist this process.
There is a general lack of data regarding the preéreurial culture in Swaziland. However
the results of the ILO/FSE&CC Survey can be of helunderstand how employers and
employees perceive entrepreneurship. Around 4038nder cent of both employers and
employees in the sample describe the general ddsttamong young people toward
entrepreneurship as respectively “neutral” and itpes. When asked if this attitude is the
same in men and women, employees’ answers are mikgkk 36 per cent of employers
consider that they are similar.

Employers and employees are more divided on thetiqueof whether young people
have the necessary skills and competences needestditing and running their own
businesses. In fact, 31 and 35 per cent of empdpink that “most do not” or “a minority
do”, respectively. Employees’ answers show a mastipe stand: 34 and 27 per cent of
employees respectively think that ‘quite a few' dmibst’ young people in the country
have the competences needed to run a businessréyaihd to gender differences, 66 and
54 per cent of employers and employees respectivehsider that there is not much
difference between young women and young men wheanes to having the necessary
skills and competences needed for starting andmgriheir own businesses.

The Government has included Entrepreneurship Dpusdot in the 2009 SMME
Policy, and to this end it will adopt the followimgeasures:

= Inculcate through education, training and businadsjce values and attitude that are
conductive to development of entrepreneurship;

= Review school curricula to accommodate entrepres@idevelopment; and

= [ntroduce entrepreneurial programmes in high sahoahiversity, vocational and
technical training.

70

60

50

40

30

20

10

To what extent do new business start-ups have
access to entrepreneurship training and business
services?

M none B very limited access good access M very good access W don'tknow

Employers Employees
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More than 60 per cent of employers and employeasider that new business start-
ups have very limited access to entrepreneurslamitig and business services. This
suggests that there is a need to improve the gualitbusiness training and business
planning in Swaziland. The 2005 National Policytbe Development of SMEs outlines
that the Government will support the introductidragrocess of training and accreditation
for business trainers and advisors. It also infotha, in order to encourage advisors to
become accredited and to encourage businesses ttheisservices of newly accredited
advisors and trainers, short-term subsidies wilptmvided for users of business advice and
training through accredited advisors. In this relgahe Core Policy 7 of the 2009 Small
Micro and Medium Enterprise Policy asserts that t@®vernment will enhance the
capacity of institutions providing business tramino SMME's” and the following
strategies will be employed towards the attainnoétite policy goal:

= Embark on capacity building of business trainingtitations aimed at improving the
guality of services provided,;

» Facilitate tailor made business training programfoestart ups and for strengthening
existing businesses;

= Encourage more private sector provision of affokeland sustainable private sector
driven training;

= Ensure better coordination in the training actdgtiof all providers including
government, private sector and NGOs; and

= Train and encourage the Association of Swazi Bsit@ommunities to deliver start-
up support in rural areas.

The Small Enterprise Development Company (SEDCOHhes main implementing
agency responsible for the development and promatidcswazi owned SMEs. It has wide
presence in the country and offers both generioitrg courses and tailored courses to
meet individual business needs but some of itsigEs\appear to be in need of upgrading
and repackaging.

The National Education Policy provides for “the immation of entrepreneurship skills
and values as an integral element of vocationatachn and training at all stages, sectors
and areas”. However, as this policy documentilisirstits draft form, this policy objective
is currently not backed by any budgetary allocation

Access to and the affordability of entrepreneursamd related training support
appears to be an issue for many potential entrepren One initiative which seeks to
address this is the Bosco Skills Center in Swadilavhich (with funds from the Belgian
Salesians) offers market focused vocational trginimith emphasis on entrepreneur
development. This programme provides free officeksioop space to entrepreneurs across
different types of businesses in return for thening of apprentices. Each workshop trains
from 4 to 12 apprentices over 2 years. The apmrestpay a nominal fee (about E700) but
receive this back in weekly allowances. Employerseive not only free work space but
also free labour for the duration of the trainikgnployers are monitored to ensure that
reasonable training takes place. The expansiomagframmes of this type would do much
to enhance the market relevance of entry levelsskiining in Swazilan&’

% ILO (2010), Assessment of the enabling environmfentwomen'’s enterprises in Swaziland.
Prepared by Cilo Consulting.

% Marope, (2010) The Education System in Swazildeining and Skills Development for Shared
Growth and Competitiveness, World Bank Working Rape 188.
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Key Indicators

New Business Density (per 1000 people) 2003 2005 2007

Number of newly registered corporations to total working age population ~ Swaziland
(per 1000 of population).

Source: World Bank Group Entrepreneurship Survey (WBGES) 2008.97 Lesotho
Botswana 0.01 0.01
South Africa 1.04 1.45

Number per 1000 of population

Entry rate (per cent) 2001 2003 2005

Entry rate is defined as new firms (registered in the current year) as a Swaziland
percentage of lagged total registered firms.

Source: World Bank Group Entrepreneurship Survey (WBGES) 2008.%

Lesotho
Botswana
South Africa 0.06% 0.06 0.07

Number of firms as a percentage of lagged total
registered firms

4.2  Education, training and lifelong training

Perhaps Swaziland's most critical resource is huoapital. In fact the country has
limited natural resources and so will increasingtynpete on the basis of its human
resources. (Marope 2018f. Therefore, for Swaziland, an effective growttasigy has to
necessarily entail intensive human capital devekngmEnterprise success, productivity,
competitiveness and even survival depend largelyumnan resources.

In Swaziland, basic indicators for all levels ofuedtion have improved in recent
years. The adult literacy rate rose from 88.4 et 2000 to 93.2 per cent in 2008 (WDI
2010 Data). This reflects the fact that SwazilameN®| of investment in the sector is higher
than what UNESCO generally uses as a desirablettéog developing countries (6 per
cent). In fact, the share of sector expenditura psrcentage of GDP increased from 6 per
cent in 2000 to 7.7 per cent in 2004, but begatetdine reaching an estimated 6.7 per cent
in 2009. Moreover, education is the second-largdsient of government expenditure.
Education spending as a percentage of total govamhexpenditure declined from 21 per
cent in 2000 to 17.6 per cent in 2007, and waseptefl to increase to 19.2 per cent in
2009™°' The 2010 Budget Speech announced that ‘Free Brifducation’ has started
with budget provision for school fees, textbookd atationery for Grades 1 and 2 in 2010
as well as Grade 3 for the first term of 2011.

¥http://rru.worldbank.org/businessplanet/defaulté@gpd=8

% ibid.
%2002

1% Marope, M. (2010) The Education System in Swadilafraining and Skills Development for
Shared Growth and Competitiveness, World Bank WaylRaper no. 188

101 | pid.
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The net primary school enrolment ratio has incrédisen 71 per cent in 2000 to 82.8
per cent in 2007, but the net secondary enrolegid has decreased from 30 per cent in
2000 to 28.6 per cent in 2007 (WDI 2010). The Mimiof Finance announced in his 2010
Budget Speech that the introduction of state funutétary education has led to a further
increase in the enrolment rates, with the resudt some schools do not have enough
classrooms to accommodate the pupils and the mailler ratio has increased. The
country has 182 secondary schools, one univeraitysaanumber of colleges. However, the
emphasis has been on quantitative expansion r#tlaer on quality, and the system is
therefore not producing the skills required to lWoesonomic growth and increase
competitiveness and there are serious doubts attoether the education institutions are
equipping the workforce with the skills demandediginesd?

Percenatge of total answers

To what extent do you think that tertiary and vocational
education in Swaziland meets the needs of the business
community?
50 -
40 -
30 -
20 -
10 -
|
0 T T T
Employers Employees
M Generally, does not meet the needs M In some areas does not meet the needs
M usually meets the needs generally meets the needs
don’t know

Marope considers that the combined lack of natiamal sub-regional labour market
information and a national human resources devetoprstrategy leaves the system with a
limited steer on the types of outputs it shouldpdyipMoreover the tertiary education
system does not seem to have established mechafusmesponding to the needs of the
business community and the overall national devaty challenges. This conclusion is
confirmed by the results of the ILO/FSE&CC Survdy.fact concerning tertiary and
vocational education, 50 per cent of employershim s¢ample believe that in some areas
education does not meet the needs of the businesamenity (employees are more divided
on the question).

Another important issue raised by the ICA for Swami® (World Bank 2006)
concerns the returns to education, which are desgras very low compared to Botswana,
Namibia and South Africa. From the ICA, it seemattlvages are not positively linked to
experience or tenure; this suggests that manufagtis mostly concentrated in areas that
are not skills intensive. In fact, if manufacturingis concentrated in areas that are skill
intensive, a stronger positive relationship betwaeages and experience (or tenure) would

192 Economic Intelligence Unit (2008). Country Profd08: Swaziland, London.

193 \World Bank (2006), Swaziland investment climatsessment, Document No. 43817.
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be expected. No relationship indicates that wagesjaite homogeneous among employees
and consequently that the work done requires rgugihlilar (low) skills.

More specifically on workers’ skills, employers amhployees consider that, to some
extent, workers have the skills demanded by businesSwaziland. However, most
employers consider that there are significant skdificits, while most employees believe
that there are only minor skill deficits. Both caes that, at least to some extent, there is a
need to reverse the skills deficit. With regardtain drain, most employers in the sample
consider the fact that many talented Swazi liv@atiras something either very negative or
negative. Employees’ answers are more divided dughly show the same consideration.
This shows that respondents do not seem to pertleévpositive aspects of the diaspora,
such as benefits from remittances and knowledgesfea The reason could be due to the
fact that most Swazis who work abroad do so in ISédtica and although some of these
workers may have been working in South Africa fany years, the close economic and
social integration of Swaziland with South Africaaynlead some respondents not to
perceive such cross-border labour migration ad &edgration”.

Percenatge of total answers

Q52) Overall, do you think that workers have the skills demanded by business in Swaziland?

(1) Generally, no (2)to some extent but there are significant skills deficits (3) to some extent but with minor skills
deficits (4)generally, yes(5) don’t know

Q54) How would you describe the general approach of large enterprisesin Swaziland to human resource development?
(1) To not invest in training and employee development (2)toinvest little in trainingand employee development (3) to
invest occasionally in trainingand employee development (4) to invest heavily to attract, train, and retain employees (5)
don’t know/ difficult to say

60

40

20

0

Q52-employers Q52-employees Q54-employers Q54-employees

Education, training and lifelong learning
1 m]l m2 3 m4 5

do e J

The Survey also shows that most employers congigdrthe general approach of
large enterprises in Swaziland to human resourceldement is to invest “occasionally” in
training and employee development. However onlp&6cent of employees in the sample
agree with this answer, while 46 per cent amongithensider that investment in training
and employee development is low. Firms with moantthO workers are 40 per cent more
likely to provide training than smaller firms. Aagding to Marope exporting firms
(generally larger and more efficient firms) are @hd0 per cent more likely to provide
training than non exporting firms. However, by louk at answers to the ILO/FSE&CC
Survey for medium and large firms (overall all fsnwith more than 11 full time
employees), it can be observed that most employ@esider that large firms invest little or
occasionally in training and employee developmg&his result calls out for an increased
dialogue between employers and employees and tegiagolvement of the Government
to further encourage firms’ investment in their lumeapital.
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How would you describe the general approach of large
enterprisesin Swaziland to humanresource development?

50 - MEDIUM AND BIG FIRMS

» B To notinvest in training and

g 40 - employee development

c

T‘: M to invest little in training and

§ 30 employee development

3 20 - to invest occasionally in

1) .

] training and employee

S development

E 10 1 m B to invest heavily to attract,

o train, and retain employees

. . ml |
don’t know
Q54-employers Q54-employees
Key Indicators
Public spending on education, total (per cent of GDP) 2005 2006 2007 2008
Public expenditure on education consists of current and capital  gyaziland104 79 8.3 79
public expenditure on education plus subsidies to private ) ) - )
education at the primary, secondary, and tertiary levels. Lesotho 14.2 13.8 124
Source: United Nations Educational, Scientific, and Cultural
Organization (UNESCO), Institute for Statistics (World Development ~Botswana 97 8.1
Indicators CD-ROM). ]
South Africa 5.4 5.4 53 5.1
SSA 4.1

Public spending on education as share (per cent) of GDP

Education index 2005-2006 2006-2007 2007-2008

It measures the educational attainment. The Education Index is  Swaziland 0.730 0.720 0.730
measured by the adult literacy rate and the combined primary,

secondary, and tertiary gross enrolment ratio. The adult literacy Lesotho 0.760 0.770 0.768
rate gives an indication of the ability to read and write, while the  Botswana 0.760 0.780 0.773
gross enrolment ratio gives an indication of the level of .

education from kindergarten to postgraduate education, It is a  Scuth Africa 0.810 0.800 0.806
weighted average of Adult literacy index (with two-thirds gsA 0.56 0.57 057

weighting) and the combined primary, secondary, and tertiary
gross enrolment ratio (Gross enrolment index [0, 100]) (with
one-third weighting).

Source: UNDP, Human Development Report. 105

19470 be highlighted that 2010 WDI data on publicrafiag on Education as a share of GDP used in
the table differs from 2008 Data from Ministry oinBnce.We used the latest available data from
WDI.

105 http://hdrstats.undp.org/indicators/7.htamdhttp://hdr.undp.org/en/reports/global/hdr2006/
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Labour skills 2007
Labour skills measure the percentage of senior managers who  Swaziland 2.3
ranked skills of available workers as a major or severe Lesoth 29,7107
constraint. The computation of the indicator is based on the esotho ’
rating of the obstacles as a potential constraint to the current Botswana 94
operations of the establishment. .
, South Africa 35.5108
Source: World Bank, Enterprise Surveys. %
SSA 7.93
Per cent of managers surveyed ranking this as a major business
constraint.
Firms offering formal training (per cent of firms) 2004 2005 2006
Firms offering formal training are the percentage of firms Swaziland 50.95
offering formal training programs for their permanent, full-time
employees. Lesotho
Source: World Bank, Enterprise Surveys (World Development Botswana 37.66
Indicators CD-ROM). South Africa
Extent of staff training 2007 2008 2009
(GC 07/08) (GC 08/09) (GC 09/10)
The World Economic Forum (WEF) Survey asked the business  gwaziland
leaders to provide their expert opinions on the following: “The
general approach of companies in your country to human Lesotho 3.1 3.8 3.8
resources is (1=to invest little in training and employee
development, 7=to invest heavily to attract, train, and retain Botswana 3.8 38 38
employees)”. South Africa 5.0 5.1 4.8
Source: World Economic Forum, The Global Competitiveness
Report.109
1=to invest little in training and employee development, 7=to invest
heavily to attract, train, and retain employees.
Literacy rate, youth total (per cent of people ages 15-24) 2003 2004 2005 2008
Youth literacy rate is the percentage of people ages 15-24 that ~ Swaziland 93.2
can, with understanding, read and writes a short, simple Lesoth 919
statement on their everyday life. esotho '
Source: United Nations Educational, Scientific, and Cultural Botswana 93.96 95.1
Organization (UNESCO) Institute for Statistics (World Development
Indicators CD-ROM). South 96.8
Africa
SSA 69.75 70.9
Per cent of people

198 http://www.enterprisesurveys.org/Explore Topics/Rtimiz11

1972003

1985003

109

http://www.weforum.org/pdf/GCR08/GCR08.pdf
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4.3

¢ . Public spending on education (% of GDP)
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Social justice and social inclusion

Inequality and discrimination are incompatible witBustainable enterprise
development. According to the Human Development dRe@007/08, the Gini index
measure of income inequality for Swaziland was 5@Hich is relatively high (a value of O
represents perfect equality, and a value of 10Ueperinequality) but lower than
neighbouring countries. Compared to the region, [#i®ur force participation rate is
relatively high in Swaziland. However, unemployméatels remain high, reflecting lack
of opportunities as economic growth remains weake Tate of unemployment is
approximately 21.9 per cent in urban areas and 8. Zent in rural areas. Gender related
indicators show a mixed picture. According to tHeidan Economic Outlook, women have
a 31.2 per cent unemployment rate compared to @éc7cent for men in Swazilantf.
While the percentage of women economically acts/éow compared to the neighbouring

110 African Economic Outlook 2009 - Country Notes: Mule 2 (OECD/ADB).
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countries and to the SSA average, the gender-tetlteelopment index was high in 2007
compared to the regidr:

The draft Swaziland Decent Work Country Programdné 2009) states that 29.6
per cent of women, compared to 16 per cent of raem self-employed? Nevertheless,
there is substantial evidence that indicates th@nen entrepreneurs tend to face more
difficulties and to a greater degree than men,canthin groups of women, such as disabled
women, are even further disadvantaged. The manebainclude aspects of Swazi culture,
legislation, lack of access to information, limitadcess to finance for business start up
(nearly all start up capital comes from kinshi@ffrdship groups/associations) and the poor
quality of public administratiof®

The ILO/FSE&CC Survey shows that most employetthésample consider that men
and women have generally equal access to formalo#ioly, technical and vocational
training and employment opportunities. Employeese@agon the absence of gender
discrimination when accessing formal schooling antployment opportunities, however
52 per cent of employees consider that accesshmitsal and vocational training is biased
in favour of men.

100 -

80

60

40

20

Percentage of all answers

o

mployer employee employer employee employer employee
Formal schooling Technical and vocational Employment opportunities
training
B very unequal (in favour of men) unequal (in favour of men)
B generally equal W unequal (in favour of women)

To what extent do you think that men and women have the
same access to:

Marope (World Bank 2010) reports that women congpabout 40 per cent of the
total enrolment in public Technical and Vocatioaducation and Training and Skills
Development (TVETSD) programmes. Even though thisnmares favourably with
Mozambique and Namibia, it is important to notideatt women’s participation is
concentrated in lower level training and in thecatied women orientated programs (like

11 Economic Intelligence Unit (2008). Country Profil2008: Swaziland, London;

http://www.africaneconomicoutlook.org/en/countrsesithern-
africa/swaziland/#/social_context_human_resource de

12 swaziland Decent Work Country Programme Draft ¢J2009), page 7.
113 Baseline Survey Report; Scaling up innovation amtrepreneurship for Rural Women

Enterprises in Swaziland: The role of the privagetar. (Winnie S. Madonsela-Kamalandua, January
2009).

55



sewing). In fact, women account for only 33 and32fer cent of enrolment at the
Swaziland College of Technology and at the Vocatiamnd Commercial Training Institute
at Matsapa, (both institutes provide more traddlplonger term TVETSD programmes).

With regard to the legal framework as it affecte tworkplace, 57 per cent of
employees in the sample consider that laws sumgpsquality of opportunities for men
and women at the workplace are existent but not e@brced (employers answers are
mixed). This reflects the challenge of implememwtatiFor example, Section 28 of the
Constitution stipulates that “Women have the rigghiequal treatment with men, and the
right shall include equal opportunities in politicaconomic and social activities”, but the
International Trade Union Confederation (ITU®)highlights that the wording is vague
and there is no guarantee as to the legal intetjimatof the concept of “equal remuneration
for work of equal value”.

Percenatge of total answers

60

40

20

How would you describe laws supporting equality of
opportunities for men and women at the workplace

M nonexistent

underdeveloped

M existentbut not
wellenforced
. W welldevelopedand

enforced
Employers Employees don’t know

Notwithstanding the high incidence in SwazilandH¥¥//AIDs, social stigmatisation
against persons living with HIV is common and ngistation deals specifically with
HIV/AIDS at the workplace. However, in 2006 Swarmtlhadopted a national tripartite
declaration on HIV/AIDS and the world of wotk, and the country is also currently
revising the Employment Act — which is expectecbéomore HIV/AIDS sensitive and to
specifically prohibit discrimination on the grounafsan employee’s HIV/AIDS status®

Child labour is regulated by a law that prohibitsrivby children younger than 15 in
any industrial undertaking, except when family mensbare employed in the undertaking
or in technical schools under supervision. Howevke, application of the law is not
extended to non-industrial undertakings and, adogrtb the ITUC (reference as above),
no legal provisions prohibit the use, procuring affering of a child for prostitution,
pornography, illicit activities, domestic sale atnafficking or forced child labour. Lastly,
even though the constitution and law prohibit foraer compulsory labour, the State
sometimes demands labour from its own citizens ¢fdtivation, road construction and
maintenance, etc.) and participation is enforceaddenetimes with severe penalties for
non-compliance.

141TUC, Internationally Recognised Core Labour Stadd In Botswana, Lesotho, Namibia, South
Africa And Swaziland Report For The WTO General aglUReview Of Trade Policies Of The Five
Countries Of The Southern African Customs UnionC&A. Geneva, 4 and 6 November 2009.

115 http://data.unaids.org/pub/ExternalDocument/2000¢2a02_iloswaziland_en.pdf

118 hitp://www.times.co.sz/index.php?news=17266
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Key Indicators

GINI coefficient

Gini index measures the extent to which the distribution of
income (or, in some cases, consumption expenditure) among
individuals or households within an economy deviates from a
perfectly equal distribution. A value of 0 represents absolute
equality, a value of 100 absolute inequality.

Source: World Bank staff estimates based on primary household
survey data obtained from government statistical agencies and World
Bank country departments (World Development Indicators CD-ROM)
and UNDP HDR.'"7

Labour force participation

The labour force participation rate is the proportion of the
population ages 15-64 that is economically active: all people
who supply labour for the production of goods and services
during a specified period. The labour force participation rate is
calculated by expressing the number of persons in the labour
force as a percentage of the working-age population. The
labour force is the sum of the number of persons employed
and the number of unemployed. The working-age population is
the population above a certain age, prescribed for the
measurement of economic characteristics.

Source: ILO KILM'18
Gender-related development index (GDI)

A composite index measuring average achievement in the
three basic dimensions captured in the human development
index — a long and healthy life, knowledge and a decent
standard of living — adjusted to account for inequalities
between men and women.

Source: UNDP Human Development Report.

Gender empowerment measure (GEM)

A composite index measuring gender inequality in three basic
dimensions of empowerment — economic participation and
decision-making, political participation, and decision-making
and power over economic resources.

Source: UNDP, Human Development Report.'®

2005 (Report

2005)

Swaziland 60.9
Lesotho 63.2
Botswana 63.0
South Africa 57.8
SSA 72.2

2006 (Report

0= perfect equality, 100= perfect inequality

2005
Swaziland 67.4
Lesotho 73.0
Botswana 571
South Africa 55.5

2006
67.0
72.8
57.1
55.5

2006)
60.9

63.2

63.0
57.8

2007 (Report
2007)

50.4

63.2

60.5

57.8

2007 2008
66.7 66.4
72.3 722
57.5 57.8
55.7 5.7

The labour force participation rate is calculated by expressing the

number of persons in the labour force as a percentage of the

working-age population.

2005 (Report

2005)

Swaziland 0.485
Lesotho 0.487
Botswana 0.559
South Africa 0.652

The larger the value, the more heavily a society is penalized for

having inequalities.

2005 (Report
2005)
Swaziland 0.492
Lesotho
Botswana 0.505
South Africa

The larger the value, the more heavily a society is penalized for

having inequalities.

2006 (Report

2006)
0.479

0.486
0.555
0.646

2006 (Report

2006)

0.501

2007 (Report

2007)
0.529
0.541
0.639
0.667

2007 (Report

2007)

0.518

117 see alsohttp://hdrstats.undp.org/indicators/147.html

118 hitp://www.ilo.org/public/english/employment/stitin/index.htm

119 http://hdr.undp.org/en/reports/

57



Gender equality rating 2005

Gender equality rating assesses the extent to which the Swaziland

country has installed institutions and programs to enforce laws Lesoth 40
and policies that promote equal access for men and women in esotho ’
education, health, the economy, and protection under law Botswana
(1=low to 6=high). .
Source: World Bank Group, CPIA database 2 South Africa
(World Development Indicators CD-ROM). SSA

Equality: 1=low to 6=high

. . 2003 2004
Female economic activity (Report (Report
2005) 2006)
Female economic activity is a measure of women over the age ~ Swaziland 421 315
of fifteen who are working in industry, agriculture or services as
a percent of males. Lesotho 47.7 46.3
Source: UNDP Human Development Report'2 Botswana 62.4 45.7
South Africa 47.3 46.4
SSA 62.3 63.0

Per cent aged 15 and older

2006

4.0

2005
(Report
2007)

31.2
457
453
45.9
62.6

GINI coefficient
Equal
0,6
0;5 /
0J4 -
= Swaziland
;3 Lesotho
0,2 Botswana
South Africa
0,1
0 T T 1
2005 2006 2007
120

http://www.worldbank.org/ida

121 http://hdr.undp.org/en/reports/
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" Botswana

South Africa

2005

2006

2007 2008

0,3

0,2
0,1

20
10

-~ Lesotho

Botswana

South Africa

2005

2006

2007

~ Lesotho
I Botswana
m South Africa
B SSA

2003 (Report
2005)

2004 (Report

2006)

2005 (Report
2007)
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4.4 Adequate social protection

Adequate social protection is key to improving pretivity and fostering transition to
the formal economy. Swaziland has a number of jgaliand strategies that incorporate
elements of social protection: a National Developm8trategy, a Poverty Reduction
Strategy, a National Food Security Policy, a NatloDisaster Management Policy, a
National Policy on Orphans and Vulnerable Childrand a National HIV and AIDS
Strategic Plan. However none of them explicitly sito co-ordinate these interventions
under a single conceptual or policy framewdtk.

In Swaziland, HIV/AIDS poses a major threat to ausible development of the
country Life expectancy declined from 60 years @7 to 37 years in 2005 and stood at
45.8 years in 2008. The impact of the epidemichendconomy is very clear as mortality
and morbidity amongst the productive age group haseased. This has put an
overwhelming burden on the health sector's capdcitgffectively deliver services and
care. The Government is committed to increasinghdipg in the health sector to a
minimum of 15 per cent of total spending. In 200®& proposed budget allocation for the
health sector rose to 10.6 per cent of total exemed

Survey respondents strongly agree that poor hegadthtly affects productivity at the
workplace. But on maternity protection, employand amployees gave somewhat different
answers: most employers (40 per cent) considerrmBtegrotection as satisfactory, while
employees (53 per cent) consider it as underdegdlgpnsatisfactory). In fact, the law in
Swaziland restricts “arduous work” for pregnant vesmand provides 12 weeks of
maternity leave. Upon return to work, the workes lthe entitlement to continue in the
same work without loss of seniority rights. Howeubere is no general legal provision of
cash benefits**

From the survey findings, it appears that employmmsider that statutory social
security contributions do not hinder business,tdeast not strongly (ironically, although
views among employees varied, slightly more empmeyecompared to employers,
considered that social security contributions wikedy to hinder business growth!). From
the Doing Business Report 2010, Swaziland compasdiswith South Africa in terms of
statutory social security contributions (no infotina on these taxes was available for
Lesotho and Botswana). Doing Business records thedatory contributions that a

medium-size company must pay or withhold in a giyear'*®

The Swaziland National Provident Fdffdwas established in 1974 as a savings
scheme designed to provide benefits for employedops when they retire from regular

122 pevereux, S. (2006), Social protection mechanismsouthern Africa, Institute of Development
Studies.

123 Economic Intelligence Unit (2008). Country Profil2008: Swaziland, London;

http://www.africaneconomicoutlook.org/en/countrgesithern-

africa/swaziland/#/social_context human_resource de and International Social Security
Association (2005). Social health insurance - Samaurity and HIV/AIDS, The experience of the
Swaziland National Provident Fund, Lusaka, Zam®ia2 August 2005

1241LO (2010), Maternity At Work: A review of natiohkegislation. Cornell University ILR School.

125 http://www.doingbusiness.org/MethodologySurveysiRgVaxes.aspx

126 hitp://www.snpf.co.sz/
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employment in old age or in the event of becomingapacitated. All employers in
Swaziland are required by law to become contrilgutmembers of the fund, and must pay a
contribution (5per cent of covered payroll) for pveligible staff member. The employee’s
share (5per cent of covered earnings) is deducted Wages. The coverage is compulsory
for employed persons, while casual employees,esaffloyed persons, domestic workers,
and foreign workers are excluded. Also, privatekniojury insurance is mandatory for all
employers. The coverage is compulsory for employesons in the private and public
sectors, trainees and apprentices, while domesgtikess, family labour, casual workers
and certain types of contract workers are excludée. total cost is met by the employer
through the payment of insurance premiums to afeiinsurance compans/.

Percenatge of all answers

Q61) What is your assessment of maternity protection in Swaziland?

(1) nonexistent (2) underdeveloped (3) satisfactory (4) well functioning (5) don’t know

Q63) To what extent are occupational safety and health (OSH) practicesimplemented by enterprisesin
Swaziland? (1) poorly (2) not very well (3) fairly well (4) very well (5)don’t know

60
50
40
30
20
10

0

Q61-employer Q61-employee Q63-employee Q63-employee

Adequate social protection

2 3 4 5

]h.lri .

Occupational safety and health (OSH) practicesvimzZ#and are regulated by the
Occupational Safety and Health Act, 20€f1This comprises basic occupational safety and
health law in Swaziland, applying to all workpladesthe country, including premises
owned or occupied by the Government. With regarthéoactual implementation of OSH
at the workplace, employers and employees had miezas but the majority felt that OSH
practices are either not very well or only fairlelimplemented. It is likely that many
respondents (and much of the general populatioghtmiot be well informed about OSH
legislation.

127 International Social Security Associatid®007), Social Security Programs Throughout the
World: Africa,

128 http://www.ilo.org/intranet/english/protection/safork/cis/database/orig/2001/01-1273.pdf
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Key Indicators

Total Social Expenditure as percentage of GDP'2®
Total social expenditure as percentage of GDP.
Source: ILO Social Security Expenditure Database '3

Old age (per cent of GDP)
Old age expenditure as percentage of GDP
Source: ILO Social Security Inquiry.'3!

Old age pension beneficiaries

Number of pension beneficiaries at 65 and older (or 60 and older) as a
proportion of population at 65 and older. The index includes
beneficiaries of all kind of pensions and similar benefits (not only old-
age pensions but also survivors’ and disability pensions) received by
those over the age threshold to see what proportion of all those over a
certain age threshold is actually receiving any type of social benefit.

Source: I1LO Social Security Inquiry.!32

Public expenditure on health (per cent of GDP)

Public expenditure on health as percentage of GDP - Public health
expenditure consists of recurrent and capital spending from government
(central and local) budgets, external borrowings and grants (including
donations from international agencies and nongovernmental
organizations), and social (or compulsory) health insurance funds.

Source: World Health Organisation WHOSIS'™3 and World Development
Indicators CD-ROM and UNDP Human Development Report.

1995 1996 1997

Swaziland
Lesotho
Botswana
South Africa
Per cent of GDP

14.69 16.40 18.69

1994 1995 1996

Swaziland
Lesotho
Botswana
South Africa

Old age expenditure as percentage of GDP

2002 2003 2004
Swaziland
Lesotho

Botswana

South Africa

Number of pension beneficiaries as a proportion of
population at 65 and older

2004 2005 2006
Swaziland
Lesotho
Botswana . .-
South Africa 55 3.63 36
SSA 2.6 2.6 na
Per cent of GDP

129

for Swaziland.

The measure “Social public expenditure (per centegament expenditure)” by the IMF was
replaced by the ‘Total Social Expenditure as pesags of GDP’ (ILO) because of the lack of data

130 http://www.ilo.org/dyn/sesame/IFPSES.SocialDBExp

3L ibid.

132ihid.

133 ibid.
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Coverage by health care (per cent)

Percentage of total (public and private) health care expenditure not
financed by private household’s out of pocket payments (as a proxy
indicator).

Source: World Health Organisation WHOSIS 3

2004 2005
Swaziland
Lesotho
Botswana
South Africa 89.9 89.9

Per cent of total health care

2006

89.8

134 http://www.ilo.org/dyn/sesame/IFPSES.SocialDBExp

63



S.

Environmental elements

5.1 Responsible stewardship of the environment

Sustainable enterprise development goes hand oh\eh responsible stewardship of
the environment, which in turn calls for approgia¢gulations and incentives. Swaziland
enjoys a richness of biodiversity as a result ef ldcation and its great diversity in
landscape, geology and climate. However, this wnigjodiversity is under growing threat
as a result of increasing population and a dedjingconomy. Nevertheless, the
Environmental Performance Index (EPI) has improfrech 53.9 in 2006 to 61.3 in 2008
and the Ecological Footprint (2005) shows a goatopmance for Swaziland compared to
neighbouring countries.

The ILO/FSE&CC Survey indicates that both employard employees consider that
environmental issues are a concern for the Swasnbas community but most employers
believe that these issues are not being adequadelyessed, while employees are slightly
more positive with 50 per cent of employees peingithat environmental concerns are, in
general, at least partly addressed. Employers amulogees tend to agree that adequate
legislation exists to protect the environment Ihatt it is poorly implemented.

Percentage of total answers

60
50
40
30
20
10

Q64) Are environmental issues of concern and being addressed by the Swazi business community?

(1) not a major concern (2)a concern but not adequately addressed (3) a concern and partly addressed (4) a concern and
adequately addressed (5) don’t know

Q65) In Swaziland, does adequate legislation exist to protect the environment and isitimplemented? (1) nonexistent (2)
exists but poorly implemented (3) exists and satisfactorily implemented (4) existsand well implemented (5) don’t know

Responsible stewardship of the environment

m]l] =2 3 4 5

Q64-employer Q64-emplyee Q65-employer Q65-emplyee

The Swaziland Environment Authoritycan make use of the following legislative tools:

1. The Environmental Management Act (2002) transforrtiesl Swaziland Environment
Authority into a body corporate with powers to surel be sued. The Act also empowers
the Authority to issue certain automatic finesases of environmental damage.

2. The Environmental Audit, Assessment and Review Reigms (2000) provide a
method of certifying (and sanctioning, if necesyatye environmental aspects and
impacts of projects.

135 http://lwww.environment.gov.sz/environ_law_2.htm
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3. Waste Regulations (2000) have the objective of @mg@ppropriate waste management in
the country and imposing sanctions in cases of p@oragement of waste.

4. The Ozone Regulations (2003) have the aim of cbimgothe licensing system on the
import and export of ozone depleting substances.

The SMME Policy also includes specifics on envirential stewardship (Core Policy
15): “The Government will ensure that environmetahsiderations are given emphasis in
all SMME development interventions”. To this aine tlollowing strategies are listed:

= Facilitate creation of awareness on environmenglas to SMMEs and their service

providers;

= Facilitate the simplification of environmental ingpassessment procedures;

= Encourage proper waste management; and

= Facilitate production of technologies which apgpewable energy.

Clearly legislative tools are in place but, as sded by the ILO/FSE&CC Survey, the

challenge is in their implementation.

Key Indicators

Environmental sustainability Index (ESI)

The Environmental Sustainability Index (ESI) benchmarks the ability of nations
to protect the environment over the next several decades. It does so by
integrating 76 data sets — tracking natural resource endowments, past and
present pollution levels, environmental management efforts, and the capacity of
a society to improve its environmental performance — into 21 indicators of
environmental sustainability.

Source: Yale University's Center for Environmental Law and Policy in collaboration with
Columbia University's Center for International Earth Science Information Network
(CIESIN), and the World Economic Forum. 13

Total Ecological Footprint (EFP) (global hectares per capita)

The Ecological Footprint (global hectares per capita) measures the amount of
biologically productive land and sea area an individual, a region, all of humanity,
or a human activity requires to produce the resources it consumes and absorb
the waste it generates, and compares this measurement to how much land and
sea area is available.

Source: Global Footprint Network, based on international data (UNSD, FAO, IEA,
IPCC).137

2001 2002 2005

Swaziland

Lesotho

Botswana 53.6 61.8 55.9
South Africa 513 48.7 46.2

The higher a country’'s ESI score, the better
positoned it is to maintain favourable
environmental conditions into the future.

2005
Swaziland 0.7
Lesotho 1.1
Botswana 3.6
South Africa 2.1
Africa 1.4

lower value= better performance

For 2005, humanity's total ecological footprint was
estimated at 1.3 planet Earths - in other words,
humanity uses ecological services 1.3 times as
fast as Earth can renew them.

136 http://www.yale.edu/esiffor ESI 2005)

http://sedac.ciesin.columbia.edu/es/esi/archivd.fion ESI 2000-2002)

137 hitp://www.footprintnetwork.org/en/index.php/GFN¢edecological footprint atlas 2008
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Other useful indicators

Environmental Performance Index (EPI)

The 2008 Environmental Performance Index (EPI) ranks 149 countries on 25  Swaziland
indicators tracked across six established policy categories: Environmental
Health, Air Pollution, Water Resources, Biodiversity and Habitat, Productive
Natural Resources, and Climate Change. The EP!I identifies broadly-accepted  Botswana
targets for environmental performance and measures how close each country

comes to these goals. The EPI has only been published for 2006 and 2008. South Africa
Source: Yale University's Center for Environmental Law and Policy in collaboration with  |ncome group
Columbia University's Center for International Earth Science Information Network average
(CIESIN), and the World Economic Forum.'38

Lesotho

SSA

The higher the score the better the
environmental performance of the country

(range of 0-100)

2006
53.9

62.0

2008
61.3

68.7
69.0
52.4

57.9

Environmental Performance Index
(EPI)

70 -

65 - W Swaziland
Botswana

60 - )
South Africa

35 1 H SSA

50 T

2008

138 http://epi.yale.edu/Homandhttp://epi.yale.edu/ResultsAndAnalysis
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