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The Economist  
changes its tune 





Domestic Material 
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Africa as net resource 

exporter 

• Africa is a net exporter of non-renewable 
resources & net importer of biomass 
(renewables) 

• Non-renewables: export 500 mt of fossil 
fuels, import 100 mt (mainly refined fuels) 

• Biomass: export 14.5 mt, import 95.8mt 
(mainly cereals followed by biomass-products - mainly 
vegetable fats and oils, timber and sugar crops) 
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Mega-Trends..... 

• climate change & impacts: agric/water/sea levels 

•  ecosystem degradation: 65% of agric soils 
degraded, land grabs 

• African urbanisation:  375m in 2010, increasing 
to 1.2b by 2050 – expansion by 825 million 

• New scramble for African resources, rise of 
resource wars and failed states (20 of the top 30 
failing states are in Africa) in a context of price 
volatility 

 

 

 







“Clearly, if long-term cycles are increasing both in amplitude and duration, policy 
initiatives to directly smooth commodity prices or producer or consumer incomes around 
a trend will require economic planning over increasingly long time horizons. … [T]he 
increase in volatility is likely to have been damaging to investment and growth in poorer 
commodity-dependent countries.” 



Africa’s core challenge 
Given that 80% of exports are primary resources, 

future development depends on re-investment 
of resource rents in:  

• human capital development  

• infrastructure 

• sustainability-oriented technological innovation 

• restoration of renewable resources - water, soils, 
biomass (incl biodiversity) 



Future of extractivism? 

• Exploitative extractivism: colonial 
constructs, spurred now by China 

• Neo-extractivism: progressive states in LA, 
or if self-regulation (e.g GRI) can really 
work – nothing much changes 

• Post-extractivism: targeted reduction of 
dependence on extraction by diversifying 
the economies using resource rents as a 
driver (more effective discourse than 
‘resource curse’) 
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REIPP 
(Data on REIPP from Baker, 2015) 

• alternative to REFIT, launched in 2011 

• from nearly zero to R155 b in 4 years – most 
rapid growth rate in the world, nearly 5% of 
GDP, major job creator  

• Managed by the IPP unit in DOE, set up by 
National Treasury 

• 4 bidding rounds: Dec ‘11, May ‘12, Nov ‘13, 
April/June 2015 (+ Nov) 

• June 2015: 6327 MW in 92 projects approved, 
37 connected (1827MW) 

 



• Like elsewhere in the world, learning curves 
were steeper, risks lower & targets rapidly 
moved: 3725MW allocated to RE in 2011, 
additional 3200MW in 2012, another 6300 MW in 
April 2015 

• No fixed price, just a cap 

• Scoring: 70% on price, 30% on economic 
development (BEE, job creation, local content, 
local community ownership) 

• 20 year local currency denominated PPAs 

• Project finance must be ‘locked in’, i.e. due 
diligence already done 



• For rounds 1-3: 2/3 debt financed, ¼ 
equity/shareholder loans, rest corporate 
finance 

• 56 out of the 64 projects in Rounds 1-3 
were project financed – international norm 
is 70:30 d/e ratio, in SA more 80:20 
(lowers the cost of capital) 

• SPVs very complex: must have min of 
40% SA participation, min 12%-20% BEE 
ownership, 2.5% community ownership 





Resource Goverance? 

• commodity boom is over, demand still in 
place, discovery slower than consumption, 
new discoveries more expensive – so next 
upcycle is inevitable 

• Volatility set to stay 

• Nobody really wins the ‘new’ race-to-the-
bottom – except in the short-run 

• Many global initiatives 

• EITI, KP and ‘licence to operate’ not 
enough 



• Work with what we have: IRP Steering 
Committee members as core government group, 
plus an invited group of global companies, 
representatives of ASMs, a few research/civil 
society groups 

• Facilitated by the IRP research team on RG 

• Aim: reach an agreement to collaborate as the 
first step towards some sort of new global 
architecture based on a set of principles 

• Report must be written as a rationale for why 
stakeholders should agree to participate in this 
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