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Executive
summary
Post-apartheid economic policies have not
instigated the transformative growth required
to enable most South Africans to realise their
full human potential or to bring about equitable
control and production of key resources.
ABOUT THIS REPORT
This report is a collaborative endeavour originating from
two workshops held in Stellenbosch on 27th August
and 18–20 November 2019 under the auspices of the
M-Plan initiative and convened by Prof. Thuli Madonsela,
Chair of Social Justice, and Stellenbosch University. It
was written by the Convenors of the Economic Working
Group Prof. Mark Swilling and Dr Nthabiseng Moleko
after these workshops and a process of engaging with,
deliberating and crafting of the strategic interventions.
Participants included academics representing a diversity
of public, private and research institutions. The aim of the
workshop was to gather future policymakers, economists,
thought leaders and academics and particularly those
whose voice is largely unheard in the current discourse
on economic growth. This was a multi-stakeholder
project and collaborative exercise whose main output is
a set of alternative solutions packaged in seven strategic
interventions. The report also provides the impact of the
different policy interventions, using economic modelling
techniques to provide a quantitative analysis on how best
to achieve its growth targets of the National Development
Plan (2012).
The report provides an overview of the challenges faced
by the South African economy, linked to historical and
current economic policies; describes the necessary
fundamentals to support seven proposed policy
interventions that would support the emergence of
an inclusive, equitable and sustainable economy; and
provides related recommendations and modelled
scenarios of the potential impact of such an approach.
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There is an
urgent need for
an alternative
economic
framework for
South Africa.
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Context
and current
challenges
South Africa’s economy has been worsening
for most of the past five decades. Despite 26
years of democratic rule, South Africa remains
one of the most unequal countries in the world.
Government, despite a plethora of policies, plans
and programmes, has been unable to dislodge and
transform the historical economic legacy of colonialism
and apartheid.

Inequality is persistent between upper- and lowerincome levels, between races, and between sexes
with poverty concentrated among black women. The
apartheid-era limited access to quality, appropriate and
relevant education for most South Africans, but even
post-apartheid the majority of South Africa’s youth are
not being equipped with the skills necessary to enter the
formal sector. Unemployment is a stubborn challenge in
South Africa.

SNAPSHOT OF POVERTY, INEQUALITY AND
UNEMPLOYMENT IN SOUTH AFRICA

PEOPLE LIVE BE
LOW
THE POVERTY LINE

Women earn
about 30% less
than men for the
same work

90% of asset
wealth owned
is by 10% of
the population
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Only 80%
of adult
population had
a formal
bank
account
in 2017
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Significant drivers of poverty and inequality
are prolonged weak economic growth and
ineffective income redistribution policies,
deteriorating manufacturing and healthcare
sectors, lack of financial inclusion for poorer
households, lack of investment inflows, an
underdeveloped informal sector and inadequate
educational infrastructure and services.
The economy has reverted to the pre-1994 levels of
economic growth when international sanctions were
brought against the country. Post-1994, government
liberalised the economy, which brought the benefits of
participating in global trade but also exposure to the
volatility of the global economy. The impact of this
exposure was most evident in the wake of the 2008
global financial crisis. In the last decade, persistent
electricity supply deficits, limited investments in the
real economy, a failure to industrialise and an inability
to grow income levels have constrained growth. There
is a declining investment in assets (such as land and
equipment), which indicates a declining investment
in the real economy. And while the public demand for
bank credit remains robust, lending to the private sector
comprises mostly mortgage advances with a minute

proportion allocated to investment. The fiscal deficit
continues to grow, driven by slow growth, reduced tax
revenues, poor state governance and financial leakages
due to state capture. The country’s debt has expanded
because of weak growth and the poor performance of
state-owned enterprises. Inflation levels have stabilised
in recent years, but at the high cost of servicing debt.
Increasingly expensive and unreliable energy provision
through an unsustainable monopoly supplier constrains
any growth potential. While the economy has grown
faster than the population, economic gains are not
translating into improved standards of living or work for
most South Africans.
The current National Treasury’s economic strategy does
not perceive the state as key to driving development
and it also does not adequately confront the triple crisis
of poverty, inequality and unemployment. It remains
focused on austerity and fiscal consolidation at a time
when there is a clear need for direct investment in
boosting growth and reshaping the economy to deliver
on redistribution of wealth. The continued reliance on
mainstream economic thinking and use of existing
microeconomic solutions will not yield the outcomes
necessary to support development in South Africa,
particularly in the COVID-19 context.

A POST-COVID-19 ECONOMY:

Export volumes reduced by
up to 75% and contraction
of production activity by up
to 60%.

Between 30% and 60% decline
in manufacturing output and
between 10% and 30% for
industries such as oil and gas,
food, hygiene and financial
and health services.

Significantly lower household
demand for goods and
services.

About R304 billion loss in tax
revenue and collections in
2021.

Wage earnings reduced by
about 30%.
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The economic impact of COVID-19 and subsequent country-level lockdowns around the world could potentially
trigger a worse economic disaster than the global financial crisis of 2008. The global economy is expected to
contract by 3% in 2020 and South Africa’s by 7.2%. Some predicted impacts for South Africa are:
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Necessary
fundamentals
for long-term
wellbeing, social
justice and
sustainability

South Africa needs a new model of the state,
enabled by enhanced coordination and
supported by domestic capital mobilisation with
a reduced reliance on external capital markets
and financial flows.
It needs a new economic strategy with a clear vision on
how to generate demand for labour while stimulating
productivity. Such a strategy should aim for the
structural transformation necessary to ensure inclusivity
and it must diversify to reach high levels of economic
complexity in which more diverse and complex products
can be produced.

THE FOLLOWING ARE THE NECESSARY
FUNDAMENTALS OF A COMPREHENSIVE
POLICY APPROACH.

1. RESTRUCTURING THE ECONOMY TO ENHANCE PRODUCTIVITY, AND SUPPORT INCLUSIVE GROWTH:
An economic strategy must double both primary and secondary sector contribution to gross domestic product
(GDP) by boosting local productivity, agricultural productivity and exports from manufacturing value-added
sectors.
2. REFORMING VALUE CHAIN AND DISTRIBUTIONS CHANNELS TO ABSORB NEW ENTRANTS: There needs
to be a structural shift in the ownership of targeted markets. The current monopoly and oligopoly structures
prohibit the entry of new businesses, particularly small-scale and cottage industries.
3. AGGRESSIVELY TRANSFERRING THE FACTORS OF PRODUCTION TO BLACK SOUTH AFRICANS: Access
to factors of production, such as land, capital and sufficient human capital development to strengthen labour
capabilities, remains constrained and distributed along racial lines. The land reform and restitution processes
need to be clarified and finalised.

5. CAREFUL ADOPTION OF TECHNOLOGY TO ADVANCE GROWTH: South Africa should have an industrial
growth path first led by labour-intensive goods and later by capital-intensive goods in the production process
to offset the risk of technology adoption suppressing the demand for labour, especially in low-skilled jobs.
Policies and investments must ensure that there is concurrent investment in human capital and adequate
protection for workers in labour-intensive industries whose skills are not required in high-tech environments.
6. TARGETING FULL EMPLOYMENT OF SOUTH AFRICANS: There must be a focus on building peoples’
agency to take responsibility for themselves, while continuing with redistribution through cash transfers and
state-led social programmes. Economic policies must focus on ensuring that the country’s labour market can
absorb significantly more people.
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4. OPTIMISING PUBLIC GOODS AND OWNERSHIP: The industrialisation path needs strong, competitive
institutions that can help absorb the risks and potential market failures that the private sector will not carry.
The economic planning process must target short-term economic stimulus to advance social justice without
neglecting to change the underlying structure of the economy. There has been a general loss of public faith
in the state that needs to be rebuilt through consistent good governance, ethical and servant-hearted service
and beneficial stakeholder consultation.
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Strategic
interventions
Strategic interventions across seven core
areas support the emergence of a “complex”
economy, driven by the enhanced capability
and knowledge of South Africans to
produce more sophisticated goods within
a diversified economy. This, in turn, would
support inclusive economic transformation,
labour-intensive growth and the emergence
of a globally competitive and sustainable
economy.
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Strategic
interventions
across seven core
areas support
the emergence
of a “complex”
economy.
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ONE

Industrialisation
as a key
growth driver,
and requisite
macro-policy
instruments

The Industrial Development Corporation,
Small Enterprise Finance Agency, National
Empowerment Fund, International Trade
Administration Commission, Competition
Commission and Competition Tribunal fall
under the auspices of the now merged Trade
and Industry and Economic Development
departments.
This should encourage coherent industrial planning, but
these institutions use different incentives and unique
policy instruments to drive different programmes
and projects. The result is fragmented and ineffective
planning. The establishment of a new Industrial Council
would enable a coherent industrial planning framework.
The Council would determine industrial policy, drive
research and advance the use of appropriate instruments
to support a new economic strategy.

THE FOLLOWING ALTERNATIVE STRATEGIES ARE PROPOSED:
5. Rectify policy misalignment
to provide appropriate
attention to downstream
production activities that
hold potential for job
creation.

2. Set a target of doubling the
contribution of manufacturing
to GDP shifting away from
primary sector activities
to high value-added goods
and processed agricultural
products.

7. Focus on developing
a regional production
partnership model to
leverage strengths within
the Southern African
Development Community,
intra-Africa and other global
markets.

3.

Mobilise finance and
capital for investment into
differentiated products,
particularly “frontier” products
and manufacturing goods.

4. Adopt an approach
that grows production
of non-traded goods
and services using low
skill and high labour
absorptive workforces in
manufacturing and the
primary sector.

6.

Broaden participation in large
brownfield industrial sectors
and their value chains.

8. Revise and strengthen
the commitment to local
procurement and sourcing
by redeveloping incentive
structures for international
businesses who use locally
sourced inputs.
9. Develop a framework for
expanded industrial funding
that can provide more
targeted support to improve

the global competitiveness
of local firms, broaden the
mandate of development
finance institutes to
incorporate trade finance or
to establish a new exportimport bank that finances
and facilitates trade finance.
10. Improve state capacity for
disbursing funds timeously
and in more innovative ways.
11. Adopt a phased approach
that initially develops high
labour-intensive sectors
using the policy instruments
already discussed and
then, over the long term,
adopts a more capitalintensive growth path using
comparative advantages to
transition to a technologybased industrialisation
pathway.
12. Invest in capacity building
of accreditation bodies and
state institutions that can
provide approval for the
standard of manufactured
goods, particularly for the
export market.
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1. Use of evidence-based
industrialisation strategies
that comprise a mix of proven
incentives and instruments
to generate additional
employment opportunities
and grow existing and new
sub-sectors while developing
the country’s industrial
capabilities.
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TWO

Adopt labourabsorbing
strategies
South Africa faces significant challenges
around unemployment, which reached 30.1%
in the first quarter of 2020 and is likely to
increase further given the likely impact of the
COVID-19 lockdown on the economy.

There is a lack of unskilled and semi-skilled job
opportunities and South Africa’s youths are not being
equipped with the skills necessary to enter the formal
sector. Government has increased expenditure on basic
education, but the country lags in Maths and Science
competencies compared to international standards.
Government has attempted to tackle unemployment
and the skills mismatch through several large-scale
initiatives. These programmes are ambitious, expensive
and, ultimately, have not worked. South Africa’s
unemployment challenge is not due to a lack of funding,
but rather due to the ineffective implementation of
interventions. While labour policy cannot address the
structural inequality in education entrenched in the
apartheid era, it can play a role in ensuring the alignment
of education/skills development and the labour needs
of companies.

ALTERNATIVE STRATEGIES IN THIS REGARD ARE TO:

2. Support and stabilise those
sectors that do not hold the
potential to absorb much
more labour – chemicals,
machinery and equipment,
and agricultural and
transport machinery, for
example – but that still
play a key role in value
chains using employment
generation conditionality
in state procurement
programmes.
3. Have a dual focus on
high labour-absorptive
sectors and those that
are non-traded with a
domestic concentration,
and that bolster domestic

distribution. This aims to
offset the alarming trend
of technology uptake to
replace labour, as seen in
the automotive industry.
4. Improve the Maths offering
to boost secondary school
completion rates and link
technical qualifications to
the needs of sub-sectors to
grow youth employment in
manufacturing.
5. Introduce a youth
conscription or community
service programme
that would support the
development of a black
artisanal class.
6. Provide unemployed
people with livelihood
opportunities by further
extending the Expanded
Public Works Programme
programme or introducing
a grant for community
healthcare workers.
7. Revise the state
procurement framework to
allow for more secure full-

time employment practices
and consider banning
outsourcing in certain
sectors that tend to favour
casualisation of labour and
the use of labour brokers.
8. Mandate that higher
education institutions
organise skills-employment
matching to more
effectively channel
students into employment
or livelihood activities.
9. Undertake frequent skills
audits with the private
sector and feed the results
to institutions of higher
learning to influence their
curriculum development
and learning outcomes.
10. Pay urgent attention to the
TVET sector’s performance
indicators to ensure
alignment with the strategic
role they are meant to play.
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1. Prioritise sectors with the
potential to absorb large
numbers of unemployed
people (particularly women
and youth) – these are the
agro-processing, plastics,
metals and construction
machinery sectors – and
align education/skills
programmes with their
current and projected
labour needs.
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THREE

Boost domestic
food production
and rural
development
South Africa’s rural areas remain characterised by
high levels of economic inactivity, poverty, food
insecurity, unemployment, particularly among
youth, and a resultant dependence on social grants.

The country’s agricultural sector remains dualistic with
a highly resourced commercial farming sector and low
resourced small-scale and emerging farmer sector.
The promise of post-apartheid radical land reform and
transformation of rural livelihoods and agricultural value
chains has not been met despite several large-scale
initiatives that aimed to provide capital, infrastructure,
tools and agricultural implements.
The post-apartheid liberalisation of the sector resulted in
the further development of oligopolies and commercial
sector concentration. As a result, the rural farming
economy is excluded from most upward and downstream
value chains and receives limited investment or
production funding. South Africa’s farming economy is
largely delinked from rural nodes and inputs. There is a
clear need for new and appropriate instruments that will
grow the share of black farmers in the agricultural sector
and their contribution to exports.

SUCH ALTERNATIVE STRATEGIES SHOULD CONSIDER:
1. Adopting a differentiated
economic approach to
economic development
in rural and urban areas.
Poverty in rural areas
tends to result from an
inability to translate assets
into income-generating
products, as well as limited
access to markets for
products. This requires an
independent vision for rural
development that might be
linked but is not dependent
on urban development
strategies.
2. Enabling rural dwellers to
enter food-related value
chains within their local
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areas through a guaranteed
share of the existing
distribution network.
3. Using the instruments
and mechanisms of land
and agrarian reform to
encourage the integration
of small and informal
farmers into local value
chains and the breaking
up of the oligopoly-style
farming model.
4. Providing state-subsidised
cheap credit to small-scale
farmers to enable them
to enter and benefit from
economic markets.

5. Actively supporting the
organisation of churches,
civil society and traditional
authorities with access
to large portions of lands
to produce food, with a
focus on using indigenous
knowledge of sustainable
farming to complement
poverty reduction
measures.
6. Improving market access
linkages between retailers
and the agricultural sector
using a targeted approach
to support the entry of
small- and larger-scale
commercial black farmers.

FOUR

Investments,
domestic
resource
mobilisation
and private
sector
participation

The rapid accumulation of capital plays a key role
in driving economic growth and growing total
country productivity.
South Africa receives significant allocations of
foreign direct investment into sub-Saharan Africa, but
this investment is mostly concentrated on mergers
and acquisitions in the natural resources (mostly
petroleum, refining and mining) and financial services
sector. This focus is contrary to the commitment to a
development pathway that emphasises the expansion
of manufacturing sectors, and historically these inflows
have not stimulated long-term economic growth.
Investment in the real economy is insufficient and
strategies to mobilise domestic capital are inadequate.
There is a need for a radical shift in approach if South Africa
is to achieve rapid economic growth in the next decade.

THE FOLLOWING ALTERNATIVE STRATEGIES ARE RECOMMENDED:

2. Review the investment
policy and strategy, and the
instruments that allocate
assets, of the Government
Employee Pension Fund
and the Public Investment

Corporation to enable
them to lead the market
and drive a new generation
of blended public and
private sector investment
strategies.
3. Reconfigure the role of
the Public Investment
Corporation, development
finance institutions and
public and private pension
funds to mobilise domestic
financial resources and
drive growth through
redistribution and structural
reform.
4.

Address information
asymmetries and high
transaction costs of
negotiating and enforcing
infrastructure agreements
through a review of institutional
arrangements, and ensure

transparent and accountable
governance of agencies that
invest pension funds.
5. Enable debt instruments
that will advance industrial
capacity, grow productive
capacity and generate
positive social outcomes.
6. Address illicit capital flows
through judicial processes
to recover funds.
7. Impose a tax on idle
capital to discourage
capital stockpiling by
large corporations that do
not reinvest in the South
African economy.
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1. Support pension funds
in actively pursuing
targeted allocations in
alternative assets, with a
separate allocation for an
infrastructure asset class.
These assets provide
acceptable returns and this
investment could finance
most of the infrastructure
finance gap. This would
require educating the
trustees of pension funds
and institutional investment
capital on the benefits of
infrastructure investments
and those that catalyse
industrialisation.
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FIVE

Use strategic
fiscal stimulus
Fiscal policy has an important role to play in
stimulating and driving growth as well as in
redistributing income and eliminating poverty. It
can also help economic recovery in a time of crisis.

It is the type of fiscal policy and how it is implemented
though that determines its effectiveness. South Africa’s
fragile economy needs an appropriate fiscal policy
response that aggressively targets a higher economic
growth rate than currently envisaged and that specifically
aims to deliver the kind of economic development
required. This means focusing on delivering policy that
actively targets poverty, inequality and unemployment.

RECOMMENDATIONS FOR ALTERNATIVE FISCAL POLICY STRATEGIES ARE TO:

2. Revive supply side sectors,
boost industry and drive
competitiveness in the
current fiscal stimulus
package.
3. Deploy inflation targeting
to advance economic
recovery through
quantitative monetary
easing and lower interest
rates rather than increasing
public expenditure and
implementing tax cuts.
4. Use monetary policy tools
and policy to aggressively
target full employment.
5. Boost aggregate demand
at the provincial and district

level through decisive fiscal
action to stimulate local
demand of goods and
services.
6. Reduce the risk of capital
flight by using capital
controls to stabilise current
account deficits emanating
largely from the outflow
of profits, dividends and
interest on current account
balance of income.
7. Consider borrowing
funds and/or redirecting/
reprioritising existing
and/or wasted funds to
drive the country towards
a diversified economy.
Establish special purpose
vehicles or ringfence
expenditure so as not to
compromise the integrity of
the fiscal stimulus.
8. Create new markets
that can develop new
funding flows that support
development.

9. Invest significantly in
research and development
to drive innovation and
provide support in the early
phases of the innovation
cycle.
10. Focus fiscal stimulus on
specific sectors, such as
energy and those that
can generate the greatest
socioeconomic impacts
in the short- and longterm, and ensure a focus
on alleviating poverty
alongside economic growth
to combat inequality.
11. Use non-debt fiscal
stimulus interventions, such
as redirecting the Public
Investment Corporation
and development finance
institutions’ investments,
zero-rating certain items,
increasing grants and
restructuring the tax
system.
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1. Consider the elasticity of
government expenditure
related to economic
output and impact on
poverty, inequality and
unemployment as well as
macroeconomic variables
in fiscal control planning
processes.
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SIX

Build state
capacity
Few of the recommendations for “building
a capable state” put forward in the National
Development Plan have been implemented and the
already limited state capacity was hollowed out in
the Zuma era (2009–2018) through state capture
and the entrenchment of a compliance culture.

This compliance culture, in which officials are riskaverse for fear of losing their jobs, has deepened the
state of institutional paralysis that characterises the
South African state. A successful developmental
state relies on a continuous flow of innovation within
a learning organisational framework – without this, it
becomes impossible to navigate the complexities of
developmental dynamics.

KEY ELEMENTS OF A NEW PARADIGM THAT WOULD SUPPORT THE BUILDING OF STATE CAPACITY ARE:
for example). Without trust
and communication, the
governance environment
will remain relatively hostile
and ineffective.
2. Working from what is
rather than what should
be – a shift to “good
enough governance” that is
able to adapt to changing
dynamics and innovate
within them.

3. Creating an environment
that supports and
rewarding innovative
risk taking (for good).
Officials need support
in becoming adaptive,
innovative and able to work
through relationships and
partnerships to achieve
their mandates.
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1. Understanding that the
notion of a singular
state is operationalised
through loosely coupled
institutional relationships.
This refers not only to
interdepartmental or
level of government
relationships, but also
to the relationships
between the state and
its stakeholders (private
business and civil society,
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SEVEN

Grow the
economy
through
redistribution
The concentration of economic control in the South
African economy and the significant barriers (such
as exclusive lease agreements, use of preferred
suppliers and exclusionary supermarket procurement
strategies) limit the entry to and participation of small
and new suppliers in key sectors.

A series of state-led redistribution interventions, including
the Broad-based Black Economic Empowerment Act
(2003) have failed to empower previously disadvantaged
South Africans or enable equitable participation in the
economy. Government has not used the Preferential
Procurement Policy Framework Act (2000) effectively to
drive transformation; municipalities have not deployed
their bylaws to enforce localisation of production;
and the significant investments made into special
economic and industrial development zones and a few
incubation hubs have not achieved the desired structural
transformation.
In addition, government’s small business initiatives are
often poorly designed and coordinated with no fiscal
stimulus provided to enable small-, micro- and mediumsized enterprises (SMMEs) to enter constricted sectors,
such as the essential food and household goods market.
Existing mechanisms and instruments have not and
cannot ensure the opening of the economy to previously
disadvantaged and smaller businesses.

THE FOLLOWING REDISTRIBUTION STRATEGIES ARE RECOMMENDED:
1. Adopt an empowerment
model, driven by the
Preferential Procurement
Policy Framework Act that
encourages and provides
fiscal support to rural and
township enterprises to
participate in national and
provincial procurement
programmes. This can
include the use of offtake
agreements to enable
previously disadvantaged
individuals to secure the
finance necessary to
establish and expand their
businesses.

2. Limit the operations of
oligopolies in the retail
sector in small towns,
villages and townships
to open space for local
ownership. The amendment
of the Competition Act
(1998) must be fast tracked
to address the closure of
these market spaces.
3. Finalise land transfer
for agricultural and
manufacturing use as
limited access to land for
productive use impedes
the emergence of a new
class of farmers and
industrialists.

4. Pay more attention to the
potential and actual direct
and indirect impacts of
special economic zones on
structural transformation
and the integration of
emerging local businesses
into the value chain and the
industrialisation growth path.
5. Prioritise frontier products
and alternatives in rural
towns, peri-urban areas
and townships to stimulate
economic activity and
drive investment into
areas such as smallscale manufacturing and
industrialisation.

Impact of
Strategic
Interventions,
2020-2030
If policy status quo is unchanged, following
projections provide the likely outlook for the
country over the next decade

If the proposed Alternative Policy Reforms are
adopted, following provides the likely outlook
for the country over the next decade

•

•

•

•
•
•

For example: COVID-19 scenarios with BAU policy option
EMPLOYMENT
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•

The negative impact of COVID-19 on growth,
employment and poverty will significantly be less.
The recovery period will be shorter.
The economy will grow at CAGR of 6.2% over the
next decade.
The economy will create between 8.7 million
(Mild Scenario) and 9.8 million (Severe Scenario)
jobs over the next decade.
The unemployment rate will decline by almost
70% to 12.2% by 2030.
The poverty rate will drop by almost 50% to 23%
by 2030.
Income inequality decreases by 16% over the
next 10 years.

•
•

Ra o (%)

•

R a te (% )

•

The CAGR of GDP will be between 1.3% (Mild
COVID-19 Scenario) and 1.6% (Severe COVID-19
Scenario).
The unemployment rate will be close to 27% in
2030, with more than 7 million workers classified
as strictly unemployed.
More than one third of population (35%) will live
below poverty by 2030, using the Lower Bound
Poverty Line.
Overall, post COVID-19, the economy will gravitate
towards low growth, high unemployment and
high poverty over the next 10 years.
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Strategic
Interventions
and the Model
Outcomes
South Africa needs short and long-term
strategic interventions to support a postCOVID-19 economic recovery and address
the general long-term malaise afflicting
South Africa’s economic performance. These
interventions should form the basis for an
economic recovery programme that stimulates
the economy, reignites growth and helps to
realise South Africa’s full economic, social,
institutional and environmental potential.
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The implementation
of the seven strategic
interventions will reduce
the negative economic
impacts of COVID-19,
shorten the recovery
period and produce
average annual GDP
growth of 6.2%.
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Seven
strategic
interventions
and potential
outcomes
•

Double the size of funding support for R&D and
innovations that are contextually appropriate, and
not necessarily “high-tech”’ or capital intensive, including introducing new levies similar to the water
levy that funds the research done by the Water
Research Commission.

•

Ensure long-term funding from various public and
private sources to support high potential industrial
sectors and sub-sectors.

Short-term interventions:
•

Establish the Industrial Council to coordinate
industrial policies.

•

Prioritise the policy changes with the most significant short- and long-term multiplier effects, with
special reference to solving the energy crisis by
ensuring 100% security of supply by 2025 by way
of a focused public-private investment programme
that results in the construction of 5GW of new
renewable energy generation capacity per annum
that will require an investment of nearly R500
billion over ten years.

•

Provide targeted support and aligned policies to
grow trade and exports by an additional 1% in
2021 and 0.5% per annum thereafter.

•

Implement reforms to boost labour productivity by
1% annually in targeted sectors, including agriculture, food, basic chemicals, iron and steel, trade,
catering, accommodation and transport, storage,
communications and energy.

Long-term interventions:
•

Grow annual investment in manufacturing by
R100 billion over the next decade.

•

Provincial industrial measures within efficient
urban clusters to increase real output by 0.5% by
2021, growing by 1% per annum thereafter.

•

Increasing employment intensity of economic
growth and doubling the agriculture and manufacturing value add contribution to GDP.

•

Provincial measures to grow African regional trade
and exports by 0.5% annually.

•

Establish the capacity for implementing an evidence-based industrial strategy, to support the
proposed Industrial Council.

2. USE LABOUR POLICIES TO ENABLE
ABSORPTION OF UNEMPLOYED SOUTH
AFRICANS INTO THE LABOUR MARKET.
Short-term interventions:
•

Focus on those sectors and sub-sectors that are
particularly effective in absorbing youth.

•

Youth conscripted into employment with a R500
grant and are able to exit with skill.

•

Expansion of the Expanded Public Works Programme as employer of last resort with a daily pay
rate of R160, expanding by 3% per annum.

•

Developing a localised Community Works Programme that acts as a Public Employment Programme offering R1 000 a month.

•

Place immedite focus on sectors and sub-sectors
with high short-term multipliers that also create
jobs – the energy sector is a good example, with
potential to create 10 000 jobs per GW.

Long-term interventions:
•

Revise state procurement procedures to place
greater emphasis on criteria of labour absorption.

•

Re-orient the higher education sector to focus
more on skills development linked to economic
opportunities.
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•

The creation of between 8.7 million (Mild Scenario) and 9.8 million (Severe Scenario) jobs over the next
decade to reduce the unemployment rate by almost
70% to 12.2% by 2030.

3. DOMESTIC FOOD PRODUCTION AND RURAL
DEVELOPMENT.

special reference to urban infrastructure investments that overcome the historic social divisions
inherited from the apartheid city.
•

Increase private sector credit extension annual
growth of credit to 15%, including targeting productive sectors and localisation to reduce import
dependency.

•

Improve trade-specific targeted outcomes by
increasing total exports by 1.5% per annum from
2021.

•

Create policies and provide targeted support to
increase trade and exports by an additional 1%
in 2021 and 0.5% per annum thereafter annually
leading to exports that are 6% higher than a business-as-usual (BAU) scenario.

Short-term initiatives:
•

Implement a voucher system for food-insecure
households that stimulates local food economies.

•

Link accelerated land reform to improved skills for
establishing and running farming businesses.

Long-term initiatives:
Enhance food production along new rural-urban
value chains that enables the entry of new SMMEs
from the production through to the retail stages.

•

Enable enhanced rural credit schemes for emerging farmers.

•

Accelerate the entry of black farmers to major
agricultural value chains.

•

Increase African regional trade and increase regional exports by 0.5% annually.

4. STIMULATE INVESTMENT-LED GROWTH
TO EXPAND AGGREGATE DEMAND,
INFRASTRUCTURE DELIVERY AND
INTERNATIONAL TRADE (REGIONAL AND
GLOBAL).

5. RE-ESTABLISH FISCAL STABILITY VIA
EXPANSIONARY POLICIES THAT STIMULATE
GROWTH THUS REDUCING DEBT-TO-GDP
RATIOS OVER TIME.
Short-term interventions:
•

Widen the South African Reserve Bank’s mandate
from the current focus on inflation targeting to
include nominal GDP growth rates of 6% and full
employment.

•

Implement improved and more effective supply-side stimulus measures.

•

Make more effective use of existing monetary
instruments to stimulate the economy.

Long-term interventions:
•

As a fiscal stimulus to diversify the economy,
grow public sector expenditure up to 10.5% per
annum over the next decade.

•

Implement microeconomic reforms that lower
prices of the transport, storage and communications sector by 5–10% between 2021 and 2023,
and by 5–10% a year thereafter.

•

For the period 2020 to 2030, average annual deficit-GDP ratio estimated at -2.28%.

•

Make better and more effective use of non-debt
fiscal interventions using public sector financial
institutions such as the Public Investment Corporation, National Empowerment Fund, the Development Bank of Southern Africa, the Land Bank and
Industrial Development Corporation.

Short-term interventions:
•

Increase targeted urban infrastructure investments using a new generation of blended finance
vehicles, especially with respect to the large-scale
energy sector investments that are needed, but
also with respect to water, mobility and ICT sectors.

•

Unlock the investment potential of the pension
funds, including the Government Employees Pension Fund, for the purposes of productive infrastructure investments.

•

Place a tax on idle capital.

Long-term interventions:
•
•

Break up the oligopolies that restrict market entry
for new players.
To increase investment in economic and social
infrastructure by 10% per annum for the next
decade, create new blended finance vehicles for
directing risk-tolerant public-sector investments
and risk averse private-sector investments, with

6. REBUILD STATE CAPACITY.
Short-term interventions:
•

Using a Problem-Driven Iterative Adaptational
approach, build a new set of capacities at na-
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tional, provincial and local level for facilitating
effective networking and partnerships between
public sector institutions to achieve more effective
outcomes.
•

Phase out the cadre deployment strategy.

•

Re-establish the policy units at various levels of
government that have been phased out over the
past decade.

Long-term interventions:
•

Re-establish a balance as envisaged by the
Constitution between the top-down authorising
environment and the bottom-up mobilising environment.

•

Re-establish an appropriate political-administrative interface for a robust corruption-free democracy.

•

Re-institute national capacity building and training
programmes to rebuild managerial and leadership
capabilities for public servants.

7. SUPPORT THE INTEGRATION AND
PARTICIPATION OF BLACK SOUTH AFRICANS
INTO THE NATIONAL ECONOMY THROUGH NEW
OWNERSHIP STRUCTURES AND PARTNERSHIP
ARRANGEMENTS.

•

Provide DFIs with the balance of or proportion
of the unused loan guarantee schemes of R200
billion in a phased approach.

•

Fast track the finalisation of land transfer for both
agricultural and manufacturing use to enable
property ownership, availability of warehousing
and access to land for productive use for a new
class of previously disadvantaged farmers and
industrialists.

•

To track industrialisation, the Public Procurement
Bill should enable offtake agreements for businesses that will supply materials and inputs using
state procurement.

Long-term interventions:
•

Break up the operation of oligopolies in the retail
and household commodities sectors that limit the
econo-mic participation of SMMEs.

•

Strengthen the linkages between special economic zones and local economies and new economic
entrants, enhance structural transformation and
local industry spill overs.

•

Prioritise the manufacture of the frontier products
and alternatives proposed in townships, peri-urban areas and rural towns.

•

Strengthen local South African economic participation at the rural and township levels.

Short-term interventions:
Reconfigure the national and provincial development finance institutions (DFIs) and recapitalise
these entities in alignment with the economic
strategy.
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Policy
scenarios
and findings
The following policy scenarios consider the
need for economic diversification to drive
inclusive and sustainable economic growth, as
well as the African National Congress National
Executive Committee’s statement that “we can
no longer accept the pre-COVID-19 ‘normal’
of unacceptably high levels of joblessness
and exclusion” when looking at how support
economic recovery.

This Committee has subsequently called for
the development of a Post-COVID-19 Economic
Reconstruction, Growth and Transformation Plan
like post-war reconstruction strategies. In addition,
positive global sentiment towards the neoliberal
model of free market capitalism has diminished.
The ADRS economy-wide SA-LNP™ was adapted
to model a variety of scenarios for South Africa’s
economic growth, including a business-as-usual
(BAU) approach with or without COVID-19 and an
approach based on the recommended strategic
interventions. The results of this modelling is
presented in the following pages.
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Business-asusual (BAU)
policy scenario

A South African economy that fundamentally
resembles its recent performance with policy
inputs resembling recent policy history.

LIKELY ECONOMIC OUTLOOK FOR SOUTH AFRICA OVER THE NEXT DECADE?

BASELINE SCENARIO:
NO COVID-19 AND POLICIES REMAINED BAU

23.4%
The real size of economy (in 2010 prices) will
grow by about 23.4% - a compound annual
growth rate of 1.9%

poverty
rate

26.3%

Total employment will grow to 20.1 million by
2030 and unemployment will be at 26.3%
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will decline by 1.8% from
36% in 2019 to 34.2% in
2030

low
growth

Economy stays stuck in a low
growth growth scenario with high
rates of unemployment, poverty
and inequality
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Inclusive
growth and the
seven strategic
interventions

A transformed South African economy that
generates strong economic growth, creates jobs,
facilitates innovation and enables black ownership.

LIKELY ECONOMIC OUTLOOK FOR SOUTH AFRICA OVER THE NEXT DECADE?

Government debt-to-GDP ratio declines to
between 30% and 50%

Significant
improvements in
service delivery

66%

Unemployment rate declines by
about 66% to reach 12% in 2030

The modelling indicates that adopting the
recommended policy interventions is likely to
produce an inclusive growth path that will deliver
real and significant benefits to the private sector
and working-class and poor families.
It shows that a significant portion of the poor would
be able to improve their living conditions, that
unemployment would decrease significantly and that
the private sector would benefit from a significant
expansion of the domestic market. Direct benefits
accrue to government through a declining debt-toGDP ratio and an increasing average investment-

Real GDP doubles
over 10 years

25.5%

Average investment-GDP ratio grows to about
25.5%

Gini coefficient
declines by
> 15 points
GDP ratio. Indirect benefits include a growing sense
of social cohesion that could promote stable capital
accumulation.
Shifting the economy will require the consistent
implementation of stimulus-orientated policies that
aim to expand aggregate demand and supply while
growing productivity, employment levels, and income
and expenditure at the business and household
levels. This provides the foundation for enhanced
participation in the economy, particularly by the most
marginalised. The model confirms that investment in
the manufacturing sector leads to higher productivity
growth in the sector and for the broader economy.
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Conclusion
To overcome the stagnation of the economy,
which has been deepened by COVID-19 and
the national lockdown, the South African
government must boldly look to drafting new
economic policies that can deliver on the vision
set out in the National Development Plan.
The current policy framework will continue
to produce low growth with high rates of
poverty, unemployment and inequality. The
strategic interventions proposed in this
report have the potential to use the current
COVID-19 crisis spending to generate
inclusive growth, and the benefits of that
growth will significantly benefit the poor and
working classes that need it most.
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