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‘IN FAST-GROWING ECONOMIES, POLICYMAKERS UNDERSTOOD THAT SUCCESSFUL
DEVELOPMENT ENTAIL DECADES-LONG COMMITMENT, AND A FUNDAMENTAL
BARGAIN BETWEEN THE PRESENT AND THE FUTURE. EVEN AT VERY HIGH GROWTH
RATES OF 7% TO 8% IT TAKES DECADES TO MAKE THE LEAP FROM LOW TO RELATIVE
HIGH INCOMES … THIS BARGAIN WILL ONLY BE ACCEPTED IF THE COUNTRY’S
POLICYMAKERS COMMUNICATE A CREDIBLE VISION OF THE FUTURE AND A
STRATEGY FOR GETTING THERE. THEY MUST BE TRUSTED AS STEWARDS OF THE
ECONOMY AND THEIR PROMISE OF FUTURE REWARDS MUST BE BELIEVED’

GROWTH REPORT: STRATEGIES FOR  SUSTAINED GROWTH AND 
DEVELOPMENT (2008)
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INPUTS

In arriving at its economic and business perspectives for 2014 and beyond, 
BUSA has drawn upon –

 Official statistics

 Relevant economic surveys

 Input from BUSA members

 Meeting of BUSA Economic Policy Committee on 27 November 2013
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Global Economic Outlook (1)
• Global economic outlook more positive than a year ago
• Developed world looking a little better, but downside risks still 

exist
o US looking more economically sustainable, despite fiscal uncertainties 
o Japan's 'Abenomics' experiment successful so far
o EU also improving, but still vulnerable with long term structural questions

• Developing world is more subdued but with challenges
o End of quantitative easing next year has implications for capital flows 

and cost of capital 
o China's growth is holding at 7% plus, but economy fuelled by massive 

and possibly unsustainable credit creation.  Latest reforms have 
potential for the longer-term 

o Vulnerable economies with twin fiscal and current account deficits...
o Morgan Stanley lists five 'fragile currencies': India, Brazil, Indonesia, SA 

and Turkey
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Structurally, many emerging market economies look more 
vulnerable

Source: NEDBANK
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Global Economic Outlook (2)
IMF OUTLOOK FOR GDP IN 2013/2014

REGION 2013
%

2014
%

World Economy 2.9 3.6
Advanced
Economies

1.2 2.0

US 1.6 2.6
Euro Area - 0.4 1.0 
China 7.6 7.3
Sub Saharan Africa 5.0 6.0
Nigeria 7.0 7.2
Angola 6.7 6.2
South Africa 2.0 3.3

• The global economic outlook for 
2014 has therefore improved 
moderately in developed 
economies and growth will 
continue in emerging markets, but 
at a slower rate than in 2013. 

• SA must look internally to alleviate 
domestic growth and employment 
constraints if it wants to raise its 
growth rate above the current 1,8% 
expected in 2013. 

• The muted global economic 
outlook is not helping but SA must 
concentrate on the domestic 
factors over which it has control to 
move forward with planned 
structural reforms to boost growth 
and create jobs.
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■ South Africa 
■ Global climate has generally been less supportive over past 5 years

■ Exports under pressure in volume and price terms, implying a growing current 
account deficit

■ Financing was cheap and plentiful but is becoming more difficult and therefore 
more expensive

■ Domestic demand has been mainly driven by government and financed by debt 
■ Government’s wage bill has driven private and government consumption spending
■ Public sector capital formation

■ Downgrades by international credit-rating agencies.

■ The private sector has been hampered by:
■ Lack of infrastructure (particularly energy, which is a binding constraint and hurts 

future investment)
■ Indebted consumers 
■ Protracted industrial action
■ Uncertain policy framework

Economic overview – South Africa
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South Africa Economic Growth
ANNUAL % GROWTH IN GDP

(2005 PRICES)

YEARS %
2007 5.5

2008 3.6

2009 -1.5

2010 3.1

2011 3.6

2012 2.5

2013 (EST) 1.8
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Capital formation (investment) is tapering off rather than 
accelerating

Source: NEDBANK
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New capex plans have been very muted since 2008

Source: NEDBANK
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Consumer – and business – confidence is weak

Source: NEDBANK
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EMPLOYMENT

Source: NEDBANK

Source: SARB

12



JOB CREATION REMAINS VERY MODEST

Source: NEDBANK
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A key risk is the rand, despite it still being ‘undervalued’

Source: NEDBANK
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• SA’s deficit has been more ‘sticky’ than 
peers

• IMF says that could rise to 63% of GDP 
by 2020: action needs to be taken

• Growth is the key: Overall NDP 
message needs to be followed through

2016/2017
Budget MTBPS Budget MTBPS Budget MTBPS Budget MTBPS MTBPS

Feb 2013 Oct 2013 Feb 2013 Oct 2013 Feb 2013 Oct 2013 Feb 2013 Oct 2013 Oct 2013
Revenue (Rbn) 887.8 907.9 985.7 999.1 1091.1 1086.3 1199.8 1184.2 1306.0
% gdp 27.7 28.3 28.0 28.7 28.1 28.6 28.1 28.5 28.7
Yoy% 6.1 8.5 11.0 10.0 10.7 8.7 10.0 9.0 10.3
Expenditure (Rbn) 1055.9 1042.9 1149.4 1143.7 1244.3 1243.8 1334.1 1340.4 1440.2
% gdp 32.9 32.5 32.7 32.8 32.1 32.7 31.2 32.3 31.7

Yoy% 10.7 9.3 8.9 9.7 8.3 8.8 7.2 7.8 7.4

Balance (Rbn) -168.0 -135.0 -163.7 -144.6 -153.2 -157.5 -134.4 -156.2 -134.2

% gdp -5.2 -4.2 -4.6 -4.2 -3.9 -4.1 -3.1 -3.8 -3.0

Gdp (Rbn) 3209.1 3213.4 3520.3 3483.6 3880.4 3799.8 4270.8 4153.3 4545.7

Yoy% 7.9 8.1 9.7 8.4 10.2 9.1 10.1 9.3 9.4

2012/2013 2013/2014 2014/2015 2015/2016

Much depends on government’s ability to keep 
the rating agencies and investors happy.  Limited, however
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Provided no blowout, subdued growth will offset higher inflation 
and keep  interest rates flat well into 2014

Source: NEDBANK
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MANUFACTURING OUTLOOK: ‘SOFT’ CONDITIONS ON THE 
HORIZON

1. STRIKE ACTIONS AND LABOUR RELATIONS INSTABILITY

2. AN UNDERPERFORMING MINING SECTOR

3. RISING COSTS OF DOING BUSINESS (E.G. HIGH LABOUR AND ENERGY

COSTS)

4. A VOLATILE RAND

5. SUBDUED DOMESTIC CONSUMER SPENDING
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THE SARB’s LEADING INDICATOR

BUSA HAS NOTED THE RECENT SARB COMPOSITE LEADING INDICATOR

FOR SEPTEMBER 2013, WHICH DECREASED BY 0.3% COMPARED WITH THE

PRECEDING MONTH. THE MOST NEGATIVE CONTRIBUTIONS CAME FROM A

DECREASE IN THE NUMBER OF RESIDENTIAL BUILDING PLANS PASSED,

FOLLOWED BY A DECLINE IN THE EXPORT COMMODITY INDEX. THE

LARGELY SIDEWAYS MOVEMENT OF THIS KEY SARB INDICATOR REFLECTS

A LACKLUSTRE ECONOMIC PERFORMANCE WITH ONLY MODEST POSITIVE

GROWTH

18



IN A NUTSHELL, WHAT HAS HAPPENED SO FAR?
• Aside from a few short windfall episodes, SA has remained a modest 3.0% 

to 3.5% growth performer. It has not yet discovered within itself the magic to 
transform itself towards 5% or 6%, or even higher average growth performances, 
as some other emerging economies have done. There has been slippage in SA’s 
global competitiveness in recent years.

• And thus, after a short, speculatively driven consumption-dominated boom 
during 2004-2007, and after a short sharp recession following the global 
economic crisis in 2008/2009, we now find ourselves once again 
constrained in a 2.5% to 3% growth trajectory, with a significant loss of 
growth drivers and focused purpose. Labour relations and collective 
bargaining are under unprecedented strain.  Protracted strikes have been 
exacting an ever-increasing cost in economic growth this year.

• Many analysts believe that SA's long run growth performance could not 
exceed 3.5% at best, unless the present constraints and bottlenecks are 
progressively lifted.  These challenges are not insurmountable.

• The good news is that we now have the National Development Plan (NDP). 
While it claims to be neither perfect nor complete, it sets out a clear roadmap and 
firm proposals to tackle SA 's socio-economic challenges. It also injects a strong 
degree of urgency into efforts 'to fix the future, starting now‘.
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THE NDP AS A ROADMAP 
TO AN ECONOMY THAT WILL BE BIGGER, STRONGER AND BETTER BY 2030
• As a point of departure BUSA agrees that the NDP should now be the framework 

within which policies and projects will be increasingly aligned
• SA's economic performance is well below its potential, given that the NDP wishes to 

see an average of 5.4% growth pa in due course, which could almost triple the size 
of SA’s economy by 2030.

• Several red lights are flashing about SA 's present sluggish economic performance
• SA needs 'long-termism' in its economic planning and decision-making in both the 

public and private sectors
• Business needs a more certain and predictable policy environment through the 

NDP, which then underpins investor confidence
• Key stakeholders need to collaborate and cooperative on a much bigger scale to 

address the socio-economic challenges facing SA and make the NDP work
• The NDP provides such a platform for collaboration and partnership to achieve 

faster job-rich growth
• SA needs to carve out a bigger share of global trade and investment to support its 

growth and development goals, at a time when SA's share of world exports is 
declining
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SOME RISKS AND VULNERABILITIES - 1

• The projected growth rate of 3.5% by 2016 in the MTBPS is woefully inadequate to meet SA's
socio-economic challenges. Growth estimates have again been revised downward in the MTBPS on
both international and local factors, as well as more recently by the SARB. In recent years SA's
growth has been lower than in peer emerging markets and commodity exporters. In BUSA’s view
this reinforces why the NDP should be implemented sooner, rather than later, if more positive
outcomes are sought. Remember that the NDP is already a compromise plan.

• The fiscal outlook in the medium-term is less favourable than that presented in February 2013.
Interest payments continue to leave less space for socio-economic priorities. For BUSA this
highlights again that eventually all roads lead to the need for much higher job-rich growth and for
effective implementation of what has been decided.

• The NDP, New Growth Path (NGP), and IPAP need to be aligned. Although it is said that the NDP
trumps all other plans, these differing perceptions among businesspeople needs to be reconciled
and uncertainty removed. While the three documents agree that employment growth is SA's top
priority, they offer conflicting assessments of what is obstructing employment growth, what sort of
new jobs should be created, and at what pace.

• Protracted strikes have dented investor confidence and have also negatively affected growth and
exports, thus increasing SA’s vulnerability on the balance of payments.
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Balance  of Payments - 2
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22



IMPACT OF US ‘TAPERING’  OF QUANTITATIVE EASING ON SA - 3

• The uncertainty around the timing and pace of ‘tapering’ will have short-term
consequences for vulnerable currencies like the rand.

• SA is partially shielded by factors such as a flexible currency and rand-denominated
debt

• The long term advantages of eventual gradual ‘tapering’ by the US will outweigh
the short-term disadvantages of volatility

• The US economy, and the global economy, cannot recover sustainably by
permanently propping up consumers for yet another spending spree

• A more ‘normal’ global environment in which the US economy is growing
sustainably would be positive for SA trade and the world economy
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POLICY UNCERTAINTY AND PRIVATE INVESTMENT - 4
• Policy uncertainty in SA has been an important factor explaining the relatively weak

performance of private investment

• Businesses and households are uncertain about factors such as future taxes,
spending levels, regulatory framework, key aspects of policy, protracted industrial
action, debt levels, interest rates, and political dynamics.

• In turn, this uncertainty leads them to some extent to postpone spending on
investment and consumption and to reluctant hiring, thus depressing growth

• An overseas study at firm-level for 48 countries on the relationship between election
uncertainty and corporate investment was done in 2010. The study finds that
corporate investment falls by an average of nearly 5% in the year leading up to
national elections relative to other years, controlling for growth opportunities and
economic conditions.

• Why is total investment important?
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IMPORTANCE OF INVESTMENT-LED GROWTH

• Achieving the NDP investment target of 30% of GDP, and an average 5.4% per annum 
growth rate by 2030, requires increases in both domestic savings and net foreign 
capital inflows.

• Need to mobilise and facilitate higher levels of investment from both local and foreign 
sources

• Government is likely to continue to be a net ‘dis-saver’ for a few years and household 
savings are negligible

• Primary source of additional domestic savings will need to come from higher corporate 
savings

• Hence need to create and sustain an environment conducive to higher levels of 
corporate profitability, so that there is both an increased domestic ability to finance 
investment, and an increased willingness to undertake such investment.

25



■ Difficult external and local environment
■ Exports and capital inflows are under some pressure and sharp downside risks still remain
■ Domestically constraints are largely self imposed, although structural bottlenecks also 

limit us
■ Impact of 2014 elections on business confidence
■ If industrial action in 2014 persists on the scale experienced over the past year, growth 

forecasts for next year will need to be revised downwards.
■ Likewise, if more positive developments materialise, the growth outcome will be better.

THE 2014 IN-TRAY - 1

26



■ Outlook should improve
■ Withdrawal of US monetary stimulus is in response to better economic news
■ J-curve effect on trade should mean that external balance has potential to become a 

growth contributor
■ Markets will still be looking for homes for capital.  Importance of investor-friendly policies.
■ In Africa, with increasing global focus and goodwill
■ Relatively easy to implement policy changes it could drastically change domestic economic 

fortunes
■ Free up energy markets and invite more private sector participation across the board
■ Promote ‘on the job’ low skill training opportunities
■ Sanitise all policy proposals that are in direct contradiction to the NDP
■ Set timelines for the implementation of the NDP

THE 2014 IN-TRAY - 2
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SELECTED SOUTH AFRICAN FORECASTS
2013

%
2014

%
2015

%

Consumer Spending 2.5 2.9 3.2
Fixed Investment 3.5 3.9 5.2

GDP 1.8 2.8 3.1

Current Account as a % of GDP -6.5 -6.3 -5.8

Prime Interest rate 8.5 9.5 10.5

New CPI (annual average) 5.9 6.0 5.8
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CONE OF SA ECONOMIC GROWTH 2014
2014

Forecast
2.8%

Economic 
Growth?

CONFIDENCE

CONSUMPTION

INVESTMENT

INDUSTRIAL PEACE

NDP POLICY CERTAINTY AND
IMPLEMENTATION

POLITICS

GLOBAL ECONOMY
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CONCLUSION

SOUTH AFRICA CAN, AND SHOULD, DO BETTER!
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