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Problem statement
Many studies have converged on this broad diagnosis of the
challenges facing the South African economy

Key Challenges
1. Deepening levels of poverty
2. High and stubborn rate of unemployment,
especially youth unemployment
3. Extreme inequality
4. Negative total factor productivity growth
since 2008
5. Highly carbon intensive economy with
increasing incidence of adverse climate
related events
6. Need to keep up with rapid technological
development & its consequences

Evidence/Fact Base
• National Planning Commission Diagnostic
Report and National Development Plan
• High Level Panel to Review Legislation
(Motlanthe-led Parliamentary panel) & its
background reports from CDE, HSRC,
PLAAS, Fort Hare etc
• Economic Policy Colloquium convened by
National Treasury
• South Africa’s Incomplete Transition – World
Bank country diagnostic
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Context
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Between 1970 and 1989, South Africa’s relative output diverged
dramatically from the rest of the world
• In 1970, GDP per head stood at just over half
that of the average G7 country, at 53%, versus:
South Korea at 13%, China at 2%, Mexico at
48% and Portugal at 55%.
• By 1980, South Africa’s relative GDP per head
had declined to 45% of the G7 average, whilst
Korea had improved to 20%, China remained
insignificant at 3%, Mexico had improved
marginally to 51% and Portugal to 61%.
• At the end of the eighties, SA’s relative GDP per
head had shrunk to 32% of the G7, Korea had
closed the gap (overtaking SA in 1989) and was
at 34%, China had moved marginally ahead to
5%, Mexico – a notable backslider, had fallen to
38% and Portugal came in at 63%.
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After 1994, the pace of relative decline was arrested, with modest
signs of a recovery that has not been sustained
Relative GDP per head

• In 1994, decline was deeply entrenched,
and South Africa’s relative GDP per head
was close to a quarter of the G7 (27%).
• The post-apartheid economic story, thus
far, has been of arresting the decline.
There was a slight uptick in 2009,
repeated in 2013, where relative GDP
per capita clocked 29%, but it fell back to
26% in 2018.
• In 2014, China overtook South Africa in
relative GDP per capita terms, reaching
34% of the G7 2018.
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Growth in GDP per capita generally trails the global trend
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Exports trailing global performance
Growth in export volumes
15

10

5

0
2007

2008

2009

2010

2011

2012

2013

2014

2015

China (People's Republic of)

India

Indonesia

2016

2017

2018

2019

-5

-10
Turkey

World

Brazil

Russia

South Africa

Source: OECDstat

8

SA’s middle income trap is not typical
•
•
•

•
•

South Africa’s experience as a middle-income country is not typical. Unlike many other emerging economies
(especially those of East Asia), it did not reach this status through a sustained manufacturing boom but came up
through a resource-based economy
Much as it has been classified as a middle-income country at least since the 1960s, it is only in recent times that
there has been a significant drop in poverty levels for the majority of the population – a middle income country
without a middle class
With:
• exports dominated by commodities produced by a mining sector that has not generated human capital for its
workers
• a small emissions-intensive manufacturing sector buckling under operating costs
• a service sector under pressure
• ….simply managing the status quo better will not drive future growth.
Over the past half a century, the South African story has been one of divergence from historically prosperous
countries and successful late developers such as South Korea and more recently China. The democratic
government has built inclusive institutions and halted this trend of divergence.
However, estimates of employment generation based on current trends and the prevailing economic paradigm are
modest
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What drives South African growth?
• Long term trend
• Havemann and Kerby (2019) working paper reviews lessons from the
past three centuries
• The analytical framework of the study relies on Hausmann, who defines a growth
acceleration as a period where growth exceeds 3.5 percent a year for 7 years
• by that measure, SA has had one growth acceleration in modern times (during the
2000 to 2009 decade)
• the decades 1922 – 1930 and 1960 – 1970 also had notable expansions of average
3% and 3.2% respectively

• South African growth is closely linked with global growth – accelerations related
to strong increases in exports to GDP
• South African growth accelerations tend to be slower than those of other
emerging markets (in per capita & absolute terms)
• Other variables that matter (i.e. statistically significant predictors of a growth
acceleration): education, civil rights, formal property rights, infrastructure,
financial liberalisation
Source: National Treasury
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Way Forward

11

The 7 priorities of the sixth administration
Economic transformation & job creation
Education, skills & health
Consolidating the social wage through reliable & quality basic service
Spatial integration, human settlements & local government
Social cohesion & safe communities
A capable, ethical & developmental state
A better Africa & World
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Underpinned by 5 fundamental goals
- No person in South Africa will go hungry

- Our economy will grow at a much faster rate than our population

- Two million more young people will be in employment

- Our schools will have better educational outcomes & every 10 year old will
be able to read for meaning
- Violent crime will be halved
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“This year, we fix the fundamentals.
We pursue critical areas of growth.
And we ensure excellence in planning and execution in government.”
State of the Nation 2020
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Mapping the way forward – SONA 2020
1.

Fixing the fundamentals:
•
any attempts at achieving fundamental change first have to contend with the
effects of the past decade, which manifest themselves in unsustainable fiscal
dynamics, a tough operating environment for business, poorly performing SOEs,
low levels of consumer and business confidence and the risk of recession
•
building strong fundamentals for growth means delivery on policy commitments
already made, resolving areas of policy uncertainty, enhancing ease of doing
business

2.

Pursue critical areas of growth:
•
the particular malaise that confronts South Africa might be better described as
path extinction. The path that produced the South African economy and society of
today, is no longer sustainable
•
this entails transitioning to the South African economy of the future with growth
driven by African continental integration, progressively greening the economy,
infrastructure development and a thriving digital economy

3.

Excellence in execution:
•
rebuilding the capabilities of the state to drive the key missions it sets for society
•
Success depends on demonstrable measures to improve radically government’s
implementation capabilities and the quality of governance

Fix the
Fundamentals

Pursue critical
areas of Growth

Underpinned by
Excellence in
Execution
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Some progress has been made towards fixing the fundamentals
Progress recorded in key commitments...
1. Visa waivers for tourists extended to new countries
2. Birth certificate requirements on foreign minors lifted
3. Policy directive on spectrum issued and allocation process kicked off by ICASA
4. IRP issued
5. Mining Charter finalised
6. Single economic regulator legislation revised
7. New strategy to clear backlogs in place at South African Health Products Regulatory Authority
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Key energy reforms have been announced
Easing the energy constraints...
1. A Section 34 Ministerial Determination will be issued shortly to give effect to the Integrated
Resource Plan 2019, enabling the development of additional grid capacity from renewable
energy, natural gas, hydro power, battery storage and coal
2. We will initiate the procurement of emergency power from projects that can deliver
electricity into the grid within 3 to 12 months from approval
3. The National Energy Regulator will continue to register small scale distributed generation
for own use of under 1 MW, for which no licence is required
4. The National Energy Regulator will ensure that all applications by commercial and
industrial users to produce electricity for own use above 1MW are processed within the
prescribed 120 days [It should be noted that there is now no limit to installed capacity
above 1MW]
5. We will open bid window 5 of the renewable energy IPP and work with producers to
accelerate the completion of window 4 projects
State of the Nation 2020
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Key energy reforms have been announced
Easing the energy constraints...
1. We will negotiate supplementary power purchase agreements to acquire additional
capacity from existing wind and solar plants
2. We will also put in place measures to enable municipalities in good financial standing to
procure their own power from independent power producers
3. In line with the Roadmap announced last year, Eskom has started with the process of
divisionalising its three operating activities – generation, transmission and distribution –
each of which will have its own board and management structures
4. The social partners – trade unions, business, community and government – are committed
to mobilising funding to address Eskom’s financial crisis in a financially sustainable manner.
They would like to do this in a manner that does not put workers pensions at risk and that
does not compromise the integrity of the financial system
State of the Nation 2020
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From stabilising to repurposing state-owned enterprises
1. In consultation with the Presidential SOE Council, we will undertake a process of rationalisation of
our state owned enterprises and ensure that they serve strategic economic or developmental
purposes
2. SAA - business rescue practioners are expected to unveil their plans for restructuring the airline in
the next few weeks. In the interests of South Africa’s aviation industry and our economy, it is
essential that a future restructured airline is commercially and operationally sustainable and is not
dependent on further government funding.
3. Rail - a key priority this year is to fix commuter rail... The Central Line in the Western Cape and
the Mabopane Line in Pretoria have been closed for essential refurbishment and upgrades. We
are investing R1.4 billion in each of these lines to provide, a safe, reliable and affordable service.
Work underway on other lines includes station upgrades, parkway replacements, new signalling
systems and overhead electrical traction upgrades.
.
State of the Nation 2020
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Improving the operational environment for business
1. Water use licences are now issued within 90 days.
2. Through the Bizportal platform one can now register a company in one day, register for UIF and
SARS and even open a bank account
3. We will undertake a fundamental overhaul of the Durban port – the third largest container terminal
in the Southern Hemisphere – to reduce delays and costs.
4. Specialised units – bringing together SAPS and the National Prosecuting Authority – are
mandated to combat these crimes of economic disruption.
5. To support the growth of the tourism industry, the SAPS will increase visibility at identified tourist
attraction sites.
State of the Nation 2020
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Creating a fair playing field for new and small business
1. We are introducing the SheTradesZA platform to assist women-owned businesses to participate
in global value chains and markets
2. Over the next five years, the Industrial Development Corporation is targeting R10 billion of own
and partner funding for women empowered businesses
3. New regulations published in the Government Gazette will enable
4. Investigation and action against abuse of buyer power and price discrimination
5. To create a larger market for small businesses, we plan to designate 1,000 locally produced
products that must be procured from SMMEs
6. The Procurement Bill will soon be presented to Parliament as part of our efforts to empower black
and emerging businesses and advance radical economic transformation
7. Market inquiries into data services, the grocery retail market and health care have provided the
basis for measures to reduce costs to consumers and make thesw sectors more competitive
State of the Nation 2020

21

Growth-friendly fiscal consolidation is under way
1. We are engaged with labour and other stakeholders on measures to contain the public wage bill
and reduce wastage
2. Efforts to reduce government spending, prioritise resources more effectively, and improve the
efficiency of our tax system are important – but insufficient – contributions towards stabilising our
public finances.
3. Achieving sustainability will ultimately require us to address structural challenges in the economy
that raise the cost of living and doing business.

4. By working with the Auditor-General to reduce irregular expenditure, by shifting government
spending from consumption expenditure to investment in infrastructure, we aim to improve the
state of public finances.
State of the Nation 2020
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Land reform proceeds in rules-based, sustainable manner
1. Implement key recommendations of the Presidential Advisory Panel on Land Reform and
Agriculture to accelerate land redistribution, expand agricultural production and transform the
industry
2. Government stands ready – following the completion of the Parliamentary process to amend
section 25 of the Constitution – to table an Expropriation Bill that outlines the circumstances
under which expropriation of land without compensation would be permissible

3. The state has released 44,000 hectares of state land for the settlement of land restitution claims,
and will this year release round 700,000 hectares of state land for agricultural production prioritising youth, women, people with disabilities and those who have been farming on communal
land and are ready to expand their operations for training and allocation of land.
State of the Nation 2020
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Land reform proceeds in rules-based, sustainable manner
1. A new beneficiary selection policy includes compulsory training for potential beneficiaries before
land can be allocated to them
2. Working with the Agricultural Research Council and other scientific and agricultural bodies, we
have developed drought mitigation strategies that focus on developing drought resistant seeds,
planting and storing fodder, removing of invasive plants and management strategies to prevent
soil degradation.

3. This year we will open up and regulate the commercial use of hemp products, providing
opportunities for small-scale farmers; and formulate policy on the use of cannabis products for
medicinal purposes
State of the Nation 2020
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Mapping the way forward – SONA 2020
1.

Fixing the fundamentals:
•
any attempts at achieving fundamental change first have to contend with the
effects of the past decade, which manifest themselves in unsustainable fiscal
dynamics, a tough operating environment for business, poorly performing SOEs,
low levels of consumer and business confidence and the risk of recession
•
building strong fundamentals for growth means delivery on policy commitments
already made, resolving areas of policy uncertainty, enhancing ease of doing
business

2.

Pursue critical areas of growth:
•
the particular malaise that confronts South Africa might be better described as
path extinction. The path that produced the South African economy and society of
today, is no longer sustainable
•
this entails transitioning to the South African economy of the future with growth
driven by African continental integration, progressively greening the economy,
infrastructure development and a thriving digital economy

3.

Excellence in execution:
•
rebuilding the capabilities of the state to drive the key missions it sets for society
•
Success depends on demonstrable measures to improve radically government’s
implementation capabilities and the quality of governance

Fix the
Fundamentals

Pursue critical
areas of Growth

Underpinned by
Excellence in
Execution
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Seizing the economic opportunities of the next decade – critical areas of
growth
Key growth themes
1. African integration and •
economic development
•

2. Progressively
greening the economy

•
•

3. Digital economy

•
•
•

SA will follow an investment-led trade strategy, - deepening trade whilst supporting
industrialisation and infrastructure development on the continent
Key opportunities include deepening trade with West and North Africa; growing
exports in key value added manufacturing and service sectors
Developing new green economy value chains: capitalising on materials of the future
that are required for cleaner tech such as platinum, rhodium, vanadium, manganese;
hydrogen value chains (fuel cell, green jet fuel), waste, renewable energy
Climate change mitigation: circular economy business models; tapping into climate
finance sources
Increasing connectivity to overcome spatial divide and reduce transaction costs in
the economy
Grow business process outsourcing market and extend into other globally traded
professional services (e.g. legal, financial, coding)
Continental leadership in data science, artificial intelligence and related fields
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Seizing the economic opportunities of the next decade – critical areas of
growth
Key growth themes
4. Performance-based
industrial policy

•
•
•

Implementing sector Masterplans in collaboration with the private sector to
support value-added activities in identified sectors
Lowering the cost of doing business
Improving productivity and competition

5. Promoting labourintensive sectors

•

Deepening economic activity in tourism and agro-processing

6. Targeted investment
mobilisation

•

Stimulate and drive investment with a focus on fixed investment and
infrastructure development, by SOEs, domestic private sector and foreign direct
investment
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African integration and economic development
• South Africa will host an Extraordinary AU Summit in May this year to finalise the modalities of the
Free Trade Agreement before its implementation on 1 July 2020: to
• finalise the rules that define what is a ‘Made in Africa’ product
• the tariff lines that will be reduced to zero over the next five years
• services sectors that will be opened up across the continent.
• South Africa has prioritised the economic empowerment of Africa’s women during its term as AU
chair, working with all member states on measures:
• to promote financial inclusion
• preferential procurement
• preferential trade arrangements for women
SONA 2020
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Progressively greening the economy
• The Presidential Commission on Climate Change will ensure that as we move towards a low
carbon growth trajectory that we leave no one behind.
• We will finalise the Climate Change Bill, which provides a regulatory framework for the
effective management of inevitable climate change impacts by enhancing adaptive capacity,
strengthening resilience and reducing vulnerability to climate change – and identifying new
industrial opportunities in the green economy.
SONA 2020
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The digital economy
• High demand spectrum to expand broadband access and reliability - ICASA has undertaken to
conclude the licensing of high demand spectrum for industry via auction before the end of 2020
• Licensing of the wireless open access network – or WOAN – is likely to completed during the
course of next year
• Competition authorities are now working towards a resolution with the large mobile operators to
secure deep cuts to data prices across pre-paid monthly bundles, additional discounts targeted at
low income households, a free daily allocation of data and free access to educational and other
public interest websites
• Recommendations of the Fourth Industrial Revolution Commission, which touch on almost all
aspects of the economy, under consideration

SONA 2020

30

Renewed performance-based industrial policy
1. Auto Master Plan - we sold more cars to the rest of the world last year than ever before
• We launched a new auto SEZ hub in Tshwane, which will expand production and local
manufacture of components.
2. The Clothing and Textiles Master Plan, which was signed last year, aims to create 121,000 new
jobs in the retail-clothing textile and footwear sector over the decade, with commitments:
• by retailers to buy goods locally
• by manufacturers to invest and support transformation
• by labour to develop bargaining structures that promote agile manufacturing
• government has already begun to act vigorously against illegal imports, seizing almost 400
containers with under-invoiced products in the last quarter of 2019
3. We completed the Poultry Master Plan to support chicken farmers and processors and save
54,000 jobs while creating new jobs...we will within two weeks set a new poultry import tariff
adjustment to support the local industry.
4. We have developed a plan with farmers and industrial users to save jobs in the sugar industry
and will finalise a Sugar Master Plan within the next six weeks
5. We expect a new steel Master Plan to be finalised in the coming six months
SONA 2020
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Promoting employment in labour-intensive sectors
Presidential Youth Employment Intervention – six priority actions over the next five years to reduce
youth unemployment
1. creating pathways for young people into the economy - we are building cutting-edge solutions to reach
young people where they are...to receive active support, information and work readiness training to increase
their employability and match themselves to opportunities...this will grow to a national network reaching
three million young people through multiple channels.
2. Providing shorter, more flexible courses in specific skills that employers in fast-growing sectors need
3. Developing new and innovative ways to support youth entrepreneurship and self-employment - 100,000
young entrepreneurs over the next 3 years to access business skills training, funding and market facilitation
4. Scaling up the Youth Employment Service and working with TVET colleges and the private sector to ensure
that more learners receive practical experience in the workplace to complete their training
5. Establishing the first cohort of a Presidential Youth Service programme that will unlock the agency of young
people and provide opportunities for them to earn an income while contributing to nation building
6. Finally, we will lead a youth employment initiative which will be funded by setting aside 1% of the budget to
deal with the high levels of youth unemployment
SONA 2020
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Targeted investment mobilisation
1. The Infrastructure Fund implementation team has finalised the list of shovel-ready projects including areas
like student accommodation, social housing, independent water production, rail freight branch lines,
embedded electricity generation, municipal bulk infrastructure, and broadband roll-out: a project pipeline
with potential investments of over R700 billion over the next 10 years, including both government and nongovernment contributions.
2. The social housing programme to build rental housing for low-income families is at implementation stage,
which could leverage as much as R9 billion of private investment in the construction of 37 000 rental
apartments.
3. We are going to spend R64 billion over the next years in student accommodation and will will leverage at
least another R64 billion in private investment.
4. We are launching a Tourism Equity Fund this year to stimulate transformation in tourism
5. A new smart-city is taking shape in Lanseria
6. Investment mobilisation drive - projects with an investment value of R9 billion have been completed and 27
projects worth just over R250 billion are in implementation phase, with more coming on-stream this year
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Mapping the way forward – SONA 2020
1.

Fixing the fundamentals:
•
any attempts at achieving fundamental change first have to contend with the
effects of the past decade, which manifest themselves in unsustainable fiscal
dynamics, a tough operating environment for business, poorly performing SOEs,
low levels of consumer and business confidence and the risk of recession
•
building strong fundamentals for growth means delivery on policy commitments
already made, resolving areas of policy uncertainty, enhancing ease of doing
business

2.

Pursue critical areas of growth:
•
the particular malaise that confronts South Africa might be better described as
path extinction. The path that produced the South African economy and society of
today, is no longer sustainable
•
this entails transitioning to the South African economy of the future with growth
driven by African continental integration, progressively greening the economy,
infrastructure development and a thriving digital economy

3.

Excellence in execution:
•
rebuilding the capabilities of the state to drive the key missions it sets for society
•
Success depends on demonstrable measures to improve radically government’s
implementation capabilities and the quality of governance

Fix the
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Underpinned by
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Execution
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The renewal of government is firmly on track
• The District Development Model, a unique form of social compacting that involves the key
role players in every district so that we can unlock development and economic opportunities we plan to expand the district development model to 23 new districts
• We have established the Project Management Office, the Infrastructure and Investment
Office and the Policy and Research Services to address obstacles to reform and improve
government delivery
• These units are working closely with the Presidential Infrastructure Coordinating Commission,
InvestSA and the Ease of Doing Business Task Team to remove impediments to investment
and growth and ensure that government demonstrates visible progress quickly
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Institutional innovations to support growth
•

We have decided to establish a sovereign wealth fund as a means to preserve and grow the
national endowment of our nation, giving practical meaning to the injunction that the people
shall share in the country’s wealth.

•

We are also proceeding with the establishment of a state bank as part of our effort to extend
access to financial services to all South Africans.
SONA 2020
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Appendix
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The past 25 years saw a range of economic policy plans and
strategies
Government has produced plans and strategies to pursue economic growth and development
over the past 25 years, including:
• Reconstruction and Development Plan (1994)
• Growth, Employment and Redistribution – a macroeconomic strategy (1996)
• Accelerated and Shared Growth Initiative for South Africa (2007)
• The New Growth Path (2010)
• The National Development Plan (2012)
• Industrial Policy Action Plan (various iterations since 2007)
• Other initiatives include the 9 point plan (2015), the Operation Phakisa approach (2014),
Confidence Boosting Measures (2017) and the Stimulus and Recovery Package (2018).
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Unemployment fell during the 2000’s growth acceleration, but
has been on an upward trend since the Great Recession
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Production is highly carbon-intensive
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