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vast African illicit capital flight 



Illicit Financial Flows due to trade, by sector 
Top 10: Cumulative IFF from Africa by GTAP Sector, 2001-2010.

GTAP Sector USD Billion

Metals nec (Copper & Gold and other non-ferrous metals) 84.00           

Oil 69.59           

Natural gas 33.99           

Minerals nec (non metalic minerals eg. Cement, gravel, plaster etc) 33.08           

Petroleum, coal products 19.98           

Crops 17.06           

Food products 16.86           

Machinery and equipment nec 16.82           

Wearing apparel 14.00           

Ferrous metals (Iron & steel) 13.15           

Total 318.54        Source: Simon Mevel, Siope Ofa & Stephen Karingi / RITD / UN-ECA 



trade mispricing by just one firm, 2004-12 

US$2.83 billion  
http://thestudyofvalue.org/2014/05/15/new-

lcsv-working-paper-explores/ 
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Foreign Direct Investment 
inflows but profit, 

dividend and natural 
capital outflows 



• reflecting the stagnant 
world economy, 

declining FDI 

• foreseeable conditions  
for African FDI: miserable 

• under these conditions, 
might Africa thrive? 

• commodity price crash 



FDI is crashing: welcome to “Gated Globe” 
as pressure rises for deglobalisation strategies 





• stagnant world economy since 1970s 



• Southern Africa (except Botswana) particularly hard hit 



• after 2002-11 boom, crashing commodity prices 



• a key 
reason for 
persistent 
poverty: 

FDI 
increased 
in middle-

income 
and lower-

income 
countries 

since 2000s 



• which in 
turn led to 
high levels 

of licit 
financial 

flows: 
outflows of 

profits, 
dividends 

and 
interest 



In Numbers: The cost of PPPs 
BY FIFI PETERS, JULY 31 2015, Financial Mail (South Africa) 
• 7%-8% is the effective interest rate charged on private finance deals, which is double that of 

all government borrowings. This makes public private partnerships (PPPs) the most expensive 
method of financing, increasing the cost to the public purse, a Eurodad report states. 

• 24% was the added mark-up on the cost of a PPP-funded road, on average, in a European 
assessment, versus a traditionally procured road. 

• US$67m/year is the cost of a PPP hospital in Lesotho, at least three times what the old 
hospital would have cost today, and it consumed more than half of the state health budget. 

• 15-35 years is the usual duration of a PPP contract. 
• 55% of PPPs get renegotiated, on average every two years. An increase in tariffs occurred in 

62% of all renegotiations. 
• $134,2bn is the investment in PPPs in developing nations in 2012, up from $22,7bn in 2004. 
• 15%-20% of infrastructure is funded with private finance . The lion’s share is from the public 

sector. 
• 2%-3% is the additional return on capital that investors expect for investing in projects in 

developing countries. 
• $322m was the average size of a PPP project in 2013, compared with $182m in 2003. 
• 61% of investments in PPPs over the past decade occurred in upper middle-income countries. 
• Source: European Network on Debt & Development 

• one source of FDI and portfolio investment: PPPs 



 
 

non-resident speculators in the JSE  
Source: SARB Quarterly Bulletin 1/2014 

rand crash 
rand crash 

some outflows reflect  
‘portfolio’ finance 



• Southern 
Africa 

hardest hit 
by the 

outflows of 
FDI profits 
in recent 

years, and 
in 2014 

mining FDI 
inflows 

resumed 



• South Africa has 
been most adversely 

affected by the 
outflows, including 
in outward FDI by 

SA-based 
TransNational 

Corporations – yet in 
turn that has 

mitigated against 
recent net profit 

outflows  



debt due to “current account deficit” - 
mainly dividend/profit/interest outflows 

trade 
deficit 

 SA’s capital outflow 
Source: SARB Quarterly Bulletin 1/2009 

relisting of Anglo American, 
De Beers, SAB Miller, 
Investec, Old Mutual,  

Didata, Mondi (after Liberty 
Life, BHP Billiton, etc) 



SA borrows hard currency to pay 
profits, dividends and interest 

PW Botha  
‘Rubicon’  

Speech 

Source: SARB Quarterly Bulletin 1/2014 



 

 Moeletsi Mbeki:  
 

“Big companies taking their 
capital out of South Africa are a 

bigger threat to economic 
freedom than… Julius Malema.” 

 



• South Africa losing 
FDI inflows 



• South 
African-

based TNCs 
returned 

just 33% of 
dividends 

back home 
in relation 

to TNC 
outflows 
from SA, 
2009-11 



• South 
African-

based TNCs 
returned 
45% of 

dividends 
back home 
in relation 

to TNC 
outflows 
from SA, 
2012-14 



Britain, France, Belgium, 
Portugal, Germany, Italy, Spain 

in Berlin, 1884-85: ‘The Scramble for Africa’ drew colonial 
boundaries, mainly for the sake of facilitating extraction 



 BRICS against colonialism, 
neocolonialism, neoliberalism 



 or within? 





‘Useful  Africa’ 
Source: Le Monde 

Diplomatique, Feb 2011 

known minerals 

in Africa, 2008  



1. South Africa       599 

2. Botswana        92 

3. Zambia            75 

4. Ghana             43 

5. Namibia           32 

6. Angola             32 

7. Mali                  29 

8. Guinea          21 

9. Mauritania  20 

 Tanzania  20 

 Zimbabwe  20 

Africa’s mining 
production by 
country, 2008 



“Africa Rising” (# of citations) 



“Africa Rising” GDP percentage increases, 1981-2012 







WAVES ‘50/50’ Campaign for Natural Capital Accounting 

 Building on the Gaborone Communique on NCA 
from the African Sustainability Summit, hosted by 
Botswana May 24-25, signed by 10 African countries 

 

62 (32 developing) countries signed the NCA 
Communique, endorsing 

• Implement natural capital accounting where there are  
internationally agreed statistical standards –the SEEA 

• Develop methodology for the more difficult to measure natural 
capital – ecosystem services  

• Demonstrate how NCA can support decision-making for 
sustainable development 

Glenn-Marie Lange, Program  Manager for WAVES Global Partnership, Environment Department, The World Bank 



what’s missing from GDP as growth? 

     resource depletion (crucial to ‘extractivism’) 
    air, water, and noise pollution 
    loss of farmland and wetlands 
    unpaid women’s/community work 
    family breakdown 
    other social values 
    crime 
 

Genuine 
Progress 
Indicator  

 



World Bank 
(minimalist) 
adjustments 
to ‘genuine 

savings’ 
fixed capital (-), 

education (+), natural 
resource depletion (-), 

and pollution (-) 

 

      

 



World Bank 
(minimalist) 
adjustments 
to ‘genuine 

savings’ 
fixed capital (-), 

education (+), natural 
resource depletion (-), 

and pollution (-) 

 

      

 



World Bank 
adjustments to 

‘genuine savings’ 



South Africa’s natural capital accounts 
a first cut in the World Bank’s Changing Wealth of Nations (2011) 
 
substantial ‘subsoil assets’ within ‘natural capital’($/capita) 

depletion of subsoil (mineral) assets = 9% of income 

net decline in SA’s per person wealth: $245   





AfDB’s plans for nat-cap extraction 

reality check: 

PIDA will shrink 

natural capital, 

communities and 

economies 



“Africa Rising”  
(really?) 



“Africa Middle Class Rising” 
(hmmm, a $2/day ‘middle class’?) 



what’s rising? multinational corporate profits 
as a percentage of firm equity 

  

 

Source: UN Conference on Trade and Development (2007), World Investment Report 2007, Geneva.  

extractive industries 



and African protests Rising  

Agence France Press 



African protests rising 



African protests work  





African protests (and food prices) rising  











 what economic policies are needed? 
• reimpose exchange controls, lower interest rates, audit SA’s 

‘Odious Debt’, control illicit capital flows & trade 

• adopt industrial policy aimed at import substitution, 
sectoral re-balancing, social needs, eco-sustainability 

• increase state social spending, paid for by higher corporate 
taxes, cross-subsidisation and more domestic borrowing (& 
loose-money ‘Quantitative Easing’, too, if necessary) 

• reorient infrastructure to meet unmet basic needs, and 
expand/maintain/improve energy grid, sanitation, public 
transport, clinics, schools, recreational facilities, internet 

• adopt ‘Million Climate Jobs’ strategies to generate 
employment for a genuinely green ‘Just Transition’ 



‘globalisation of people, 
deglobalisation of capital’ 

I sympathise with those who would minimise, rather 
than with those who would maximise, economic 
entanglement among nations. Ideas, knowledge, 
science, hospitality, travel – these are the things 
which should of their nature be international. But let 
goods be homespun whenever it is reasonably and 

conveniently possible and, above all, let 
finance be primarily national.  
-John Maynard Keynes (1933), ‘National Self-Sufficiency,’ Yale Review. 

  



…the Treasury View 

assumes that it is right and  
desirable to have an equalisation  
of interest rates in all parts of the world.  
In my view the whole management of the 
domestic economy depends upon being 
free to have the appropriate interest rate 
without reference to the rates prevailing in 
the rest of the world. Capital controls is a 
corollary to this. - Collected Works of J.M.Keynes, v.25, London, Macmillan, p.149.  




