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1. Introduction 
 

• Honourable guests, moderators and panelists who have guided today’s 

sessions, and all the delegates attending the 2016 Global Development 

Finance Conference here in the city of Durban, I greet you all.  It is a 

great honour and privilege for me to be given this opportunity to give a 

brief address at this august gathering. 

 
• We have had a full day of presentations and panel discussions, 

covering a range of topics.  To recap briefly, we covered themes on 

“Sustaining DFIs in Developing Countries”;  “Strategies for Financing 

Infrastructure Development in Emerging Countries”;  “The Power of 

Agricultural Value Chain Finance to Smallholder Farmers and Farmer 

Organizations”;  “Cross Border Trade in Africa”;  and “The Role of 

Development Finance Institutions (DFIs) in Addressing Global 

Challenges”. 

 
• I have been asked to speak on the topic of “Moving from Consumption 

Economy to Productive Economy”.  I think this is an apt topic at the end 

of today’s deliberations as it neatly encapsulates all the themes that 

were addressed in the sessions throughout the day. 

 
• Why is it relevant that we talk about “Moving from Consumption 

Economy to Productive Economy”?  I shall try to answer this question 

by taking us through a brief recap of the structure of the South African 

economy, followed by some observations on Government interventions 

towards a productive economy and, finally, the role of DFIs towards a 

productive economy. 
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2. The Structure of the South African Economy 
 
• South Africa's economy has been traditionally rooted in the primary 

sectors – in other words agriculture and mining.   

 

• The country also has a well-established secondary sector – i.e. 

manufacturing and construction.   

 
• However, recent decades have seen a structural shift in output.  

Data from various sources such as Statistics South Africa and the 

World Bank indicate that currently more than 60% of South Africa’s 

Gross Domestic Product (GDP) is contributed by the service sector.   

 
• As at 2016, agriculture’s contribution to South Africa’s GDP is 

around 2.4% and mining is around 8.3%.   

 
• Manufacturing, which used to contribute around 25% to South 

Africa’s GDP now contributes around 13.2%. 
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3. Why the focus on the productive economy? 
 
• A deeper look at the primary sector (i.e. agriculture and mining) and the 

secondary sector (i.e. manufacturing and construction), which in 

essence make up the productive side of our economy, reveals impact 

levels that are greater than the apparently low GDP contribution 

percentages of these sectors. 

 

• Let’s look at agriculture.  As I have stated earlier, Stats SA values 

agriculture’s direct contribution to GDP at 2.4% per year.  However, the 

indirect effect of agriculture, based on backward and forward linkages, 

is closer to 25% as it impacts on input suppliers (i.e. backward linkage), 

food processing industry and retailers (i.e. forward linkage). 

 
• Agriculture plays an important role in terms of job creation, especially in 

rural areas.  It is therefore a critical component of Government’s focus 

on rural economic development. 

 
• Agriculture is also an important earner of foreign exchange for South 

Africa through exports of various types of produce. 

 
• A similar case can be made for the mining sector, whose direct 

contribution to GDP is at around 8.3% per year.  It plays a bigger role 

in terms of   foreign exchange earnings and employment.  . 

 
• Manufacturing and Construction are also critical contributors to 

employment and overall economic growth.  

 
• These sectors also create vast opportunities for SME’s. 
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4. Government interventions towards a productive economy 
 
• Government has, at policy level, initiated a number of plans to 

stimulate and sustain economic growth.  These plans are underpinned 

by a drive towards a productive economy.  The most notable plans are: 

• The New Growth Path 

• The National Development Plan 

• The Industrial  Policy Action Plan 
 

4.1 The New Growth Path 
 
• In 2010, Government released the Framework of the New Economic 

Growth Path, which aimed at enhancing growth, employment creation 

and equity.  Central to the New Growth Path is a massive investment in 

infrastructure as a critical driver of jobs across the economy.  

 

• The vision of this plan is for large scale infrastructure programmes that 

not only create employment opportunities but also create downstream 

opportunities for SMEs. 
 

 
4.2  The National Development Plan (NDP) 
 
• In 2012, Government adopted the National Development Plan (NDP). 
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• The key measures of economic success identified in the NDP are that 

South Africa achieves average GDP growth of over 5 percent, and that 

by 2030 GDP per capita is more than twice the present level, export 

growth has accelerated, income levels have risen above the poverty 

line for all, inequality has been substantially reduced, and 

unemployment has been reduced from 25 percent to 6 percent. 
 

• The NDP has sector and cluster strategies.  The two sector strategies 

that have been given higher priority are the Agro-Industrial Cluster and 

the Minerals and Metals Cluster – both clusters are located in the 

productive economy space. 

 

4.3 The Industrial Policy Action Plan 
 
• The Industrial Policy Action Plan (IPAP) has a central focus on 

manufacturing.  It highlights the following benefits that a strong, well- 

diversified manufacturing sector brings to the economy as a whole: 

• Firstly, the manufacturing sector has the highest economic and 

employment multipliers of any sector.   

 
• Secondly, manufacturing is central to South Africa’s export strategy.   

 
• Thirdly, manufacturing plays a critical role as a driver of innovation 

and productivity growth. 
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5. The role of Development Finance Institutions towards a 
productive economy 

 
 
• Policy documents on the New Growth Path, the NDP and the IPAP all 

highlight the crucial role of state-owned development finance 

institutions (DFIs) in creating jobs, raising shared economic growth and 

enabling pro-poor expansion of infrastructure.   

 

• The contribution of DFIs has been under the spotlight after the recent 

global financial crisis, which has led to stunted economic growth, heavy 

job losses and factory closures. 

 
• I have a few examples of the critical role played by DFIs across various 

countries: 
 

• In India, the Industrial Development Bank of India Limited (IDBI) has 

helped to identify and fund the long-term growth potential of the 

country’s information technology (IT) industry. 
 

• In Brazil, the Brazilian Development Bank (BNDES), has been 

heavily involved in financing the industrialisation of the economy to 

such an extent that, since 1950, not a single major undertaking 

involving private Brazilian capital has come about without BNDES 

support. 

 
• The Brazilian government has identified renewable energy as a 

strategic growth sector, and BNDES has been a leader in green 

economy initiatives by financing renewable energy programmes.   
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As the world’s largest sugarcane producer, Brazil has the largest 

and most successful ethanol industry in the world, producing ethanol 

from home-grown sugarcane. BNDES has contributed greatly to this 

sector and has also partnered with Petrobras, the oil SOE, in 

building that country’s sugar-based ethanol industry.   
 

• In South Africa, the Industrial Development Corporation (IDC), an 

integral South African DFI established in 1940, has been 

instrumental in setting up companies such as Sasol, Foskor and 

Soekor.   

 
• In 1950, the IDC recognised the long-term value of commercialising 

coal-to-liquid technology and helped finance the establishment of 

Sasol, currently South Africa’s leading chemical and liquid fuel 

company.   

 
• The IDC is currently playing a leading role in Government’s Black 

Industrialists Programme, which is mainly geared towards 

manufacturing, industrialisation and inclusive economic growth.  The 

IDC is also involved in renewable energy initiatives. 

 

• There are numerous other developments and plans relating to 

boosting the productive economy.  Some of these plans occur at 

provincial level, such as the KwaZulu Natal (KZN) Industrial 

Economic Hubs Initiative.   
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The following industry sectors are part of this initiative – Automotive; 

Renewable Energy; Electronics; Agro-processing; Processed 

Perishable Goods; Clothing and Textile; and Leather Processing. 

 

• The KZN provincial DFI, Ithala Development Finance Corporation, is 

regarded as a key role player in the execution of the KZN Industrial 

Economic Hubs Initiative. 

 

• The few examples mentioned here are an illustration of the extent to 

which the move from consumption economy to productive economy is 

gathering momentum.  These examples further emphasize the integral 

role of DFIs in the initiatives towards a productive economy for South 

Africa.  

 

• In concluding my brief talk, I wish to re-iterate the critical role that we all 

have to play as representatives of DFIs and related institutions in driving 

the shift towards a productive economy.  Great strides have been made 

in various countries.  Let us share learnings and thereby continue to 

provide impetus to initiatives that lead to enhanced productivity and 

economic growth. 

 
 

Thank you 
 

 


