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 Brief empirical survey of key macro variables
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Brief empirical survey of key macro variables
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19 Quarters into a weak
upswing

August 2014



150

140

130

120

110

100

80

80

=
=

0ESE0SETOT
TE/E0SETOT
OESanfeTne
TE/EQSTTOE
0,60/ TT0T
TE/E0/TTI0E
0 fanfoToe
TE/E0/0T0E
O /60,6007
TEfED/ 00T
O S ROH00T
TE/E0/H00E
OE /80, L00T
TEfEQ/L00T
OE/R0/A00T
TE/E0/900E
O fan/Ls00e
TE/EC/S00E
0E 6000
TE/EQ 00T
OE /a0 E00E
TE/E0/EOOT
0E 60/ T00T
TEfEQ/TO0T
OE /R0 TO0T
TE/E/TO0E
0E S0, 000T
TEfEQ/O00T
OESE0faHET
TE/E0fanal
0t a0 /9661
TESE0/ 8861
060/ EEET
TE/EOSLGET
GEfalfanal
TE/E0/a6aT
0E /60,5661
TE/E0/566T
O San/raat
TE/EO aal

Total employment has
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Why Is the private sector not investing?



S0

=
Q
€ a0
m
Z
c 70
8

=
T o 60
-
[1+]

c
= m
g 8"
“r_uﬂl
mEdU |
s c
22 3
:E.ﬂ
™ 20
= 10
S
3 o —

"'&- %) -'.."'&- ) -'n:'l- ) -'n:'l- .- ',h;'l- _.- '_h;“.- _.- '_h;“.- Al o f""\- ] ""\- ] _r""\- .\‘:I -1;"\- -'\S:' -1;‘: -'\S:' -1;‘: S .-..":.
v o & & PO x o Akt gl T b i b ah i v ok
&
&F@aﬁ@@@@@qﬁ“@@ f—“’@@m@ :'i’°:§:- ﬁ"&:@amgﬂ;::ﬁ@*rc:ﬁ@‘»@a‘»

Skilled labour Interest rates ===Deomand =“Political climate

Constraints on business
expansion: Demand

August 2014



70

w | VYWY

30

business expansion

20

10

% of firms listing the factor as a constraint on

-'5;'&- 1.:"‘::- -'.."'&- 1.:":."1 -'n:'l- 1.:":."1 -'n:'l- .- \"',b::'l- 1" \"',b;"r 1" 1"$ f,::“.- .-5:": f,;'\- .1:':! f""\- .1:':! 1:"“'\- ...-\.::I -'5;"\- -'\S:' -1;‘: E:l.-\.S:l %-1;3 E:lj,:?:l j:l-'.:‘b-
'\_:l

0 3 IR

- B R

\j § A ) -x 2 o
& $ & $ -a?' @ -a?' ':E-“' -ﬁfu ':E-“' -i-?’ r&”:' & {F' o ,.L:F' g :53' :-“- & o :::.“- B I

=Ckilled labour Interest rates Demand =Political climate

Constraints on business
expansion: Skilled labour

August 2014

13



70

=0

30

business expansion

20

10

% of firms listing the factor as a constraint on

-'5;'&- 1.:"‘::- -'.."'&- 1.:":."1 -'n:'l- 1.:":."1 -'n:'l- .- \"',b::'l- 1" \"',b;"r 1" 1"$ f,::“.- .-5:": f,;'\- .1:':! f""\- .1:':! 1:"“'\- ...-\.::I -'5;"\- -'\S:' -1;‘: E:l.-\.S:l %-1;3 E:lj,:?:l j:l-'.:‘b-
'\_:l

0 3 IR

- B R

\j § A 3 P
& $ & $ -a?' @ -a?' ':E-“' -ﬁfu ':E-“' -i-?’ r&”:' & {F' o ,.L:F' g :53' :-“- & o :::.“- B I

Skilled labour ===|nterest rates Demand =Political climate

Constraints on business
expansion: Interest rates

August 2014




S0

=
Q
£ =0
m
#
2 70
8
o S A
S 60 14
Ly v
m R
=
= @
g 8"
m D
W=
S £
-1
c 3 30
™ 20
:g 10
S
B 1.:"‘::- o 1.:":."1 -'n."'l- 1.:":."1 -'n."'l- .- \"',b::'l- 1" \"',b;"r 1" \"j:. 1"Q o '-"I: ‘1;"- '-":I S -'5:?' 1";"' -'\-.:' "5;"' -'\S:' "5:} "\-S:' i 1';?:' "‘h‘

"-. "-.
ﬁ& ﬁ@@@@@@@@ '3’@' -::.:'",.L@' #:F' fﬁhqq&‘ﬁ:-‘-:'m&‘* -a“-@"* -a“-@" @H::"

Skilled labour ==|nterest rates Demand ===Pglitical climate

Constraints on business
expansion: Political Climate

August 2014

15



What IS O““cal uncertaint ) UNIVERSITEIT-STELLENBOSCH-UNIVERSITY
L) ou kennisvennoot « yout knowledge partnet

* It is unlikely that these surveys reveal ballot box uncertainty
* It is more likely that they reveal concerns about:

* Policy uncertainty, i.e. the use of government instruments
given the institution background

« Social sustainability: the expectation that the institutions (the
“rules of the game”) will be maintained

« Under this kind of uncertainty, “wait and see” is a good strategy
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How can policy help?



Lessons from 13 growth successes

Factors in growth successes

Policy relevant?

Fully exploited the world economy

Yes: trade, capital flows and institutions

Maintained macro stability

Yes: monetary and fiscal policy

Mustered high savings and investment rates

Somewhat

Let markets allocate resources

Yes: support markets, don’t replace them

Committed, credible and capable
governments

Yes

Commission on Growth and Development (2008). The Growth Report: Strategies for Sustained Growth and Inclusive

Development. Washington, The World Bank.
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How did GEAR & ASGISA measure

up to the growth lessons?

Q

Factors in growth successes

GEAR & ASGISA

Fully exploited the world economy

Yes: Trade and capital control liberalsiation

Maintained macro stability

Yes: Monetary and fiscal consolidation

Mustered high savings and investment rates

Yes: Tax incentives for investment

Let markets allocate resources

Yes: Privitisation and labour reform

Committed, credible and capable
governments

Yes: Planned for more effective public service
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How does the NGP measure

up to the growth lessons?

Factors in growth successes

NGP

Fully exploited the world economy

Poor: Protectionism for low productivity sectors and
export taxes on primary goods

Maintained macro stability

Good fiscal ideas (counter-cyclical). Less good on
easing monetary policy and substantial forex
market intervention

Mustered high savings and investment rates

Regulatory uncertainty, especially in mining,
undermines investment

Let markets allocate resources

Major problem: proposed solutions often include
prices and wage controls

Committed, credible and capable
governments

Proposals for a social compact and incomes policy
are not credible
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How does the NDP measure S

up to the growth lessons?

Factors in growth successes NDP
Fully exploited the world economy Yes
Maintained macro stability Yes
Mustered high savings and investment rates Yes
Let markets allocate resources Yes

Committed, credible and capable
governments

Modest about the capacity of the state and
aim at “effective state”
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Policy uncertainty

Factors in growth

governments

ASGISA NGP NDP
SUCCesSses
Fully exploited the world economy Yes No Yes
Maintained macro stability Yes Yes and no Yes
I\/Iust_ered high savings and Tried Risk Ves
investment rates
Let markets allocate resources Yes No Yes
Committed, credible and capable Tried Ambitious Modest
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 Disconcerting decline in the economic content of recent policy
plans

* The NDP is (encouragingly) much sounder on this criterion

« The major policy initiatives are not mutually consistent and (with
the exception of the NDP) do not match the lessons learnt from
fast growing economies in the post-War era

* The major economic challenge remains to improve the
environment for a dynamic private sector, with the aim of social
outcomes such as employment creation and poverty alleviation
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