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South Africaleading or lagginthe BRIQ2hrust in Afric&

e South Africaés trade with t Introduction
USD5 bn in 1999 to USD20 bn in 2008. The BRICs, led by
China, have expanded their trade with Africa (excl. South
Africa) from less than USD5 bn in 1990 to USD151 bn.

. South Africa is Africads on
accounting for 4. 5% o f the <continer
Africads dearth in manufact
requirement of manufactured goods, which has been
capitalised on by Chinese manufacturers. Like China, South
African exporters are increasingly exporting into Africa.

. Adjusting for relative economic size, South Africa is the most
integrated with Africa oftners.h
And, accounting for 17% of ¢
13% in 2000), African markets matter relatively more to
South Africads exporters too

. Path dependency and geographical proximity still matters,
bol stering South Af r neghbdowhooe x
mar ket s. South Africads expo

The BRICsbsuccess in Africa has altered the manner, means and
urgency with which other i both longstanding and new i partnerships
with Africa are being calculated and prioritised. To be sure, the BRICs
| i ght rlative$ositidnlin Afkida rvis-&-\vés dhe

BRICs and other more traditional commercial partners, considering that

shine a

South Africa i with an economy weighing-in at around USD270 billion
(bn), and accountingf or 18 % ogfoss Admesticcpeodust (GDP)
and 27% of Sub-Sa har an 88 A)GOR, & a poyerful player on
the continent.

An interesting question t s@metimes gi v e
necessary, sometimes naive and sometimes arrogant i leadership role

on the continent owing to its historical macroeconomic dominance and

with 70% targeting eight economies. Of the larger partners,

globally minded multinational corporations, centres on how South

. . ) Africa has partici pat ed in Af r iconéighration,eand n o mi
the DRC, Mozambique and Zambia have experienced the P P o
swiftest advance. In additio positioned i t sel f to cont ridientiale ecotomic Af r |
grown rapidly. In contrast, Zimbabwe, having accounted for renaissance. It is to this question that this paper turns, in essence
26% of South Africads export interrogating how the inclusion of

South Africa is dominant in precious metals; wood; wood
and pulp products; chemical products; mineral products; and
animal and vegetable products.

South African investments in Africa broadly map trade
convergences

A mere decade ago, Africa was receiving less than USD5 bn
in foreign investment a year, but, by 2008, Africa was
attracting inflows of near USD62 bn. The top three
destinations are South Africa, Morocco and Egypt, and the
leading business activity was manufacturing, accounting for
27% of projects.

While the United States (US), France and the United
Kingdom (UK) are large sources, South Africa outward
investments have grown 86% per annum since 2003.
South Africads total direct
from ZAR12.3 bn (USD1.6 bn) in 2001 to ZAR100 bn
(USD13 bn) in 2008, led by financial services; coal, oil and
natural gas; metals; and business services.

Moreover, at present, the scope for multi-pronged and
multinational investment in African markets is too large for
potential crowding out by corporations from select
nationalities.

space has presented challenges and opportunities for South Africa.

To this end, this paper will balance this analysis on three broad
South
South

scale of South African investments in the rest of the continent. Each of

di scussions; namel vy,

manufacturing base,
these analytical pillars will be discussed with an eye on how South
Africa is being challenged and inspired by the increasing engagement
of the BRICs across Africa.

South Africads relative

inspires African footprint

Since 1980 world trade has grown tenfold, from around USD3.5 trillion
(tr) to USD35.5 tr. In recent years, manufacturing exports have been
d acdeleration, having inareaseéd iy san

average of 6% each year since 2000, twice the speed of fuel and

an important

mineral products and one-and-a-half times faster than agricultural

Africacd

Africads t



output. Moreover, manufacturing exports have grown at twice the pace
of world GDP and at more than twice the speed of manufacturing

output.

Unfortunately for Africa, despite making admirable headway in trade
participation and investment attractiveness, African nations, for the
most part, face a familiar dilemma: exporting raw materials as opposed
to processing them internally before either exporting or consuming the
end product. Af r i c a-@lence®on eaw material exports reflects the
c o nt i onelerdev&leped manufacturing sector, which is significantly

dwarfed by agriculture and services.

Figure 1: General structure of African economies (value added as
a share of GDP)

2000

Agriculture Manufacturing Services
¢ 4
A A o
2l R 5 g
o e L B¢

s . "::ll-
L O

2008
Manufacturing

3
AR

w 3 B

N .
‘jiy M {

Services

AP

I 30%-40% W 80%-70% | Morethan 80%

5%-10%
Lessthan5% [l 20%- 30% 50%-60% mm 70%-80%
Insufficientdata [l 10% - 20% 40% - 50%

Sources: WB, SBG

As a result, Africa imports the vast majority of its manufactured
products. This dependence, measured as manufacturing imports as a

share of total imports, is high across the continent.

Figure 2: African dependence on manufactured imports

pronounced i manufacturing imports as a share of total imports
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South

guandary. While its manufacturing sector-to-GDP ratio stands at 15.9%

Africa remains the only
(and is
other African markets), with a hefty value of around USD45 bn in 2009,

whi ch

thus relatively

amounts to a 4.5%
manufacturing sector is clearly nominally significant. Increasingly,
South African manufacturers are seeking commercial nourishment in
other African markets to supplement strong domestic bases. As a
result, South African brands are becoming ubiquitous throughout
Southern Africa, and to an intensifying degree in West Africa, East
Africa and, more recently, North Africa. As will be outlined later in this
paper, Sout h Africads relative
reflected in its burgeoning trade and investment linkages with the rest

of Africa.

Amongst the BRICs, China offers the most profound competition for
South Africa in terms of exporting manufactured goods to Africa.
I nternal structur al
manufacturing sector becoming the wo r | didéss competitive.
I ndicatively, Chinabds
9 8§ éxponsfare Gvanufactréd

goods. Combined with the dearth of local manufacturing capacity in

exports to
year since 2000. And , over
Africa, the cost-sensitive nature of African consumers has provided
Chinese low-cost manufactured goods with natural avenues of market
traction. Last year, for instance, electrical goods, machinery, vehicles,
ships, footwear, apparel and furniture accounted for more than half of

Afficads i mports from China.

Chinabds
39.1% since 2000, reaching USD55.9 bn in 2008. As far as the other
BRIC economies are concerned, since 2000, | ndi a6 s

exports to

have increased by an average of 21.2% each year, reaching USD23.2
bnin2008;Br azi |l 6s t o ahfhverage af
19.4% each year, reaching USD16.6 bn in 2008; Russi ads
Africa have increased by an average of 25.8% each year i albeit from
a low base i reaching USD6.3 bn in 2008.
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Figure 3: BRIC exports to Africa (as a share of total African

(UAE), Italy and Thailand. However, Belgium, the Netherlands, the

imports) UAE and Thailand are highly externalised economies. Therefore,
o0 African trade as a share of their total trade is somewhat underweight.
Brazil Russia india China Once again, with African trade accounting for nearly 12% of South
B £ B Af r i c a6 de, Bawth éffica outperforms all others, followed by
4 - -’lg 7“9 v Portugal, Italy, India and Argentina. In other words, relative to both
i 1N 'y GDP and total trade, South Africa is far more integrated with the rest of
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TheBRI C effect on South Afric
with the rest of Africa
South Africads total bilateral trade with APANCRUAdEyEOP Gy s pn i n
. . . . . . m Africa tradeto-total trade (RHS)
placed it broadly on a par with India, China and Brazil. However, since ( ’
the turn of the century, at least in absolute terms, South Africa has Sources: IMF, SBG
been left behind: South Africads total trade wi t h Africa reached
USD20 bn in 2008. Excluding BRIC trade with South Africa, which South Africads exports to the
reached USD28 bn in 2008, BRIC trade with Africa has increased 11% each year since 1998, more than doubling from USD26 bn in
1998 to USD73 bn in 2008.

tenfold since 1999, from USD15 bn to USD151 bn in 2008.

Figure 4: Africa (excluding South Africa) trade with BRIC and
South Africai South Africa falls behind
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That said, while bilateral trade between South Africa and the rest of

Africa is dwarfed by tolgsgtandh® higibscal
ties and geographical proximity remain a critical advantage. Adjusting
for relative economic size, South

larger trade partners, with Africa trade amounting to over 7% of South
GDP. Ot her nat i o-m<GDRwatibsh
include Portugal, Belgium, the Netherlands, the United Arab Emirates

Africads

el evated

rest of the world declined to USD54 bn in 2009. To be sure, South
Africa has grown its exports to advanced economies rapidly, from
USD13 bn in 1998 to USD47 bn in 2008. However, its exports to other
emerging markets have grown most rapidly, expanding by 17% p.a.
over the past decade, from USD5.6 bn in 1998 to USD25 bn in 2008.

South Africads exports to the rest

ingredientof Sout h Africads broader

trade fl ows.
USD3.5 bn in 1999 to USD12.5 bn in 2008, translating to a sizeable
trade surplus of USD5.5 bn. African markets have, much like the
BRI Cs, for
exports to Africa, measuredas a of South
increased from 13.3% in 1998 to 17.1% in 2008. To be clear, in both
absolute and relative terms, African markets matter increasingly to

Sout h

grown in relevance

share

Africads exporters.

The maj ority of Sout h aAlafertdo Zambia,

S o u Zimbakwe,r Mogzambigiie, the Democratic Republic of the Congo

(DRC), Nigeria, Angola, Kenya and Tanzania. In fact, more than 70%

these eight countries.

African trade .
Af r ite aod ambm x ll|eer increased, from

USD381 million (mn) in 1998 to nearly USD2 bn in 2008;

e South

worl d

Substguent

of

ambitio

S o u t hAfrigaf havie dnaréased, dronp or t s

Sout h

Afr
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Mozambique from USD478 mn in 1998 to USD1.6 bn; and the Geographical proximity is a competitive advantage for South Africa,

DRC from USD194 mn in 1998 to USD1.1 bn in 2008. underpinned further underpinned by people-to-people exchanges. For
e South Africa6s expoincteasedmore soivyb a b w éstange.vokthe near 410 000 African visitors into South Africa by air,
from USD930 mn in 1998 to USD1.8 bn in 2008. rail, road or sea, some 98% of them originate from SADC nations.
e In 2008, South Africa exported over USD500 mn worth of goods In terms of growth rate, So ut h  Af r i c aAlgeria, dngplaand st 0
to Nigeria, Angola, Kenya and Tanzania. Liberia have grown most prodigiously; exports to Central African
Republic Sudan and Guinea have also grown rapidly. However, for the
Figure 6: South Africaodos exports to Afri Fndst p(arlJ %he fastest trade growth has occurred from low nominal
1998 2003 2008 bases. Of the larger markets, Zambia, Mozambique, Nigeria and
,‘ ‘ Tanzania have experienced the most rapid advances.
Figure 8: Growth in SouthAf ri cads exports since 72
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immediate Southern African neighbourhood. However, within the Contract/ Negative
Southern African region, the compositonof Sout h  Af r i chasbs e x por msuficientdata
altered over the past decade.
) . . ) Sources: IMF, ITC, SBG
e Having accounted for 26% of SA6s exports into Africa in 1998,
Zi mb a brelevénse has declined considerably, with its share Squaring these figures, for the most part, despite marked competition
falling to less than 15% in 2008. from China and India, South Africa has managed to maintain its
healthy export position with its primary trade partners on the continent.
e |In contrast, over the same perio Zamblaos share has increased
Th rgest gai ns, measured as Sout
0 o - . . o
from 10% to 15%; Nigeriaos from 1r'r'1aﬁ<et, have been'insthe’ DRé,rkgmbiEa and Zimbabwe. Meanwhile,
0, 0,
from 5% to 8%. South Africads strong position has
e Algeria, Egy diehavedlsoGeen their celdvance Mozambi que. Sout h Afr i capedencadetheat i v e
increase, but less robustly. sharpest declines in Uganda, Angola, and the Seychelles. Meanwhile,
since 1998, South African exports have gained some market share in
Figure 7: Countycomposi ti on of South Afri caéi‘ ﬁxlports to Africa
orth Africa.
1998 2003 2008 . i
Figure 9: South Africads exports to Afr
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In sum, particularly between 1998 and 2003, South Africa has
experienced a clear migration in respective market shares, particularly
from less than 1% to between 1% and 5%. All the while, African
nations have been externalising i meaning that, broadly speaking,
South Africa is gaining a larger share of a growing market.

Digging into the product details of its export position in Africa, it is clear
that South Africa has carved out robust positions in machinery and
machinery appliances, base metals, transport equipment, chemical
products, mineral products and prepared foodstuffs. Much like Chinese
exports to Africa, machinery and machinery appliances account for the
majority of
majority of which are related to mining, including sorting equipment,
front end shovels, excavators, bulldozers, and pumps for liquids,
amongst others. Base metals, transport equipment, mineral products
and chemical products also make up a large share of Sout h

exports to Africa.

More specifically, Sout h-a¥dtheiBRIED s
may be outlined below:
° INnnomi nal ter ms, Chinads ¢&xpaofrt s

South
metals; wood; wood and pulp products; chemical products;

Af r i c aSbsth Afriehoisvéomieant,in precious

mineral products; and animal and vegetable products. China also
has particularly large market shares in footwear and headgear;
textiles; articles of stone, plaster, cement and asbestos; arms
and ammunition; hides and skins; base metals; and machinery
and appliances.

ndi

animal products; textiles; chemical products; machinery and

o | ads r eli;adeenwnaninaral praglucty;tamimals and
mechanical appliances; base metals; transport equipment; and
textiles. Relative to South Africa, India outperforms in animal
products, mineral products and textiles.

° Brazil is relatively successful in exporting its strength in soft
commodities, exemplified by dominance in prepared foodstuffs;
animal and vegetable fats; and animals and animal products.
Furthermore, Brazil has solid exports of vegetable products,
transport equipment and mineral products.

e Russiabs position is most

vegetable products, vis-a-vis South Africa, while having a strong

position in chemical products, base metals and transport

equipment.

Sout h theArest of che Gcentinetx the r t s

Afri

pronour

Figure 10: BRI C and South Africads
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I n t erms of

comparative advantage in pearls and precious metals, prepared
foodstuffs, base metals, works of art and chemical products, amongst
others.

Figure11: BRICand SAb s har e of Africads i
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exists. For instance, mineral and chemical products are more
prominent in Zambia; vegetable products are dominant in Zimbabwe;
mineral products overwhelm in the DRC; prepared foodstuff and
chemical products seem critical to Uganda; and machinery and
machinery appliances are considerable in the case of Algeria.

Figure12: South Africads exports by
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South African investments in Africa broadly map

trade convergences

A mere decade ago, Africa was receiving less than USD5 bn in foreign
investment a year, but, by 2008, Africa was attracting inflows of near
USDG62 bn, usurping what it received in foreign aid. Between January
2003 and July 2009, according to fDi Markets, Africa attracted a total of
3062 investment projects from 1752 companies. The top three
destination markets for inward investments were South Africa, Morocco
and Egypt, attracting 15%, 11% and 11% of investment projects,
respectively. The leading sector was financial services, accounting for
13% of projects, and the leading business activity was manufacturing,

accounting for 27% of projects.

product by tradézlecﬁicgyr

Figure 13: Number of investment projects in Africa since 2003 by

business activity
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The top three source markets for outward investment were the United
States (US), France and the United Kingdom (UK), which provided
13%, 12% and 9% of investment projects, respectively. However, the
country recording the highest growth in outward investment is South

Africa, with average growth of 86% per annum.

Table 1: Source country of investment projects in Africa, 2003 to
2009

Annual

Source country growth rate

Total projects

us 411 25.5%
France 352 27.6%
UK 287 28.8%
UAE 156 63.5%
Canada 145 39.4%
India 130 42.7%
Spain 112 75.2%
Germany 103 40.2%
South Africa 96 86.4%
China 86 58.2%
Other 1184 38.7%
Total 3062 29.8%

Sources: FDI intelligence, UNCTAD, SBG

Sout h Af ri c mtérestircAdricaphasrgewneexponentially over

the pastfewyears, br oadly mapping the countr

competitiveness. According to the South African Reserve Bank
(SARB), total direct investment, which includes financial flows, income
transfers and stock positions, of South Africa in Africa has increased,
from ZAR12.3 bn (USD1.6 bn) in 2001 to ZAR100 bn (USD13 bn) in
2008. Led by financial services; coal, oil and natural gas; metals; and






