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Conclusion

Chart 38: Recommendations

Recommendations

Strengthen governance and accountability through evidence-based policies.
Foster a culture of accountability and inclusivity. Prioritise competence.

Improve Employment Intensity, including with a more flexible labour market and
growth of the informal sector.

Promote trade and investment. Pursue an export-led growth strategy.

Attract and increase Foreign Direct Investment (FDI) Create a conducive
environment by ensuring policy stability and ease of doing business.

Invest in human capital: Prioritise education reforms and healthcare to build a
skilled and healthier workforce fit for the 21st century.

Unlock investment in the mining sector, support tourism and support light
manufacturing to create employment - our largest challenge.

Land reform in the former homelands with appropriate infrastructure and financial
support can unlock a revolution in agricultural production and reduce poverty.
Diversify energy mix by reducing coal and investing in wind, solar and gas.

Make South Africa safe for citizens, investors and tourists by better management
and prioritsation in an integrated criminal justice system. Where possible
devolve policing to provinces and metro’s. Unlock and capacitate the NPA and
Hawks.

e Focus on crime prevention, consequence management and the rule of law.
Pursue social inclusion by class instead of race-based policies - but address
inequality and promote opportunities for all.

Enhance digital connectivity through improved broadband infrastructure,
facilitating digital inclusion and economic opportunities.

Chart 38 summarises the policy recommendations for South Africa.

South Africa is awash with plans and strategies - but does not prioritise expertise and best practices, nor does it
implement and enforce the mounds of compacts, agreements and statements of intent. South Africa needs to prioritise,
sequence and remove the binding constraints on growth.

The responsibility for improvements lies, in the first instance, at the door of the country's political leadership, which fails
to prioritise competence over politics and patronage in the selection of leadership in government and in parastatals. Thus,
when the Johannesburg Centre for Development and Enterprise (CDE) published a series of reports in 2024 that reflected
national priorities for growth, it began by calling for the reorganisation of the Presidency and the Cabinet.

Instead of a commitment to growth and the (re)distribution of its fruits in a manner that would reduce inequality and

grow opportunities for those who had suffered and been marginalised under apartheid, since the administration of Thabo
Mbeki, the government has adopted a shotgun approach. Everything is a priority, whilst simultaneously adopting policies
that benefit a small group of empowered individuals, often at the expense of the majority. The result is a compliance state
that suffocates growth by seeking to bend the market towards equity as a precondition for investment and growth, rather
than pursuing growth that would enable redistribution. Although there have been some improvements in delivery and
focus with the establishment of a Government of National Unity (GNU), much more needs to be done. Operation Vulindlela
goes some way towards prioritisation and sequencing, but it remains an add-on rather than addressing government
inefficiencies.

It is only possible to reduce unemployment and inequality with an economy that grows rapidly and inclusively. Progress
requires a laser-like focus on the binding constraints, such as electricity and logistics. Even in the Combined scenario,
unemployment and inequality are likely to remain hallmarks of the country for the next generation, despite the 16%
improvement in employment and a 4% reduction in inequality compared to the Current Path for 2043. More jobs require
improvements in employment intensity, implying a more flexible labour market, actively working towards a more
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significant and dynamic informal sector, a partnership with the private sector to facilitate opportunities, such as growth in
low-end manufacturing, and for South Africans to do everything possible to unlock domestic and foreign investment. It
also implies dealing with the problem of excessive market power - the concentration of ownership and control,
inadequate restraints on anti-competitive trade policies, and restrictions on full and free participation by informal traders
and small businesses in the economy.

Efforts to improve employment will succeed only if South Africa provides a clear and stable macroeconomic framework,
including keeping inflation low while ensuring sustainable public finances. Given the government's high debt burden,
private sector investment in infrastructure is particularly important if South Africa is to turn the associated challenges
around. It can be done in various ways, such as by offering incentives and launching a credit guarantee vehicle, backed by
the World Bank, to de-risk projects. The result will be increased business confidence, better productivity and higher levels
of foreign direct investment (FDI). Progress is being made, particularly in respect of alleviating the port and rail constraints
with private sector investment in priority rail and post corridors proceeding apace, as well as with grid infrastructure
following the release of the Transmission Development Plan, amongst others

In addition to physical infrastructure such as the electricity grid, ports, railways and roads, South Africa must prioritise the
rapid expansion of broadband and digital access. Affordable, reliable internet access is no longer a luxury but a
prerequisite for economic competitiveness, innovation and the participation of small and medium enterprises in local,
regional and global markets. Investment in fibre networks, mobile broadband, satellite coverage and digital skills
development must be integrated into broader infrastructure strategies to ensure that South Africa can fully benefit from
opportunities presented by the Fourth Industrial Revolution, regional trade (such as AfCFTA e-commerce protocols) and
digital entrepreneurship.

Because South Africa pursues a developmental economic model, the state's effectiveness is critical for the country's well-
being. Most state institutions suffer from a massive deficit of competency, skills and ethics, pointing to the need for a hard-
nosed approach to the hundreds of state-owned enterprises, many of which could be closed or privatised. The balance
sheet of state companies must be stabilised if the country is to achieve sustainable public finances.

South Africa must actively pursue an export-led growth path, focusing on expanding its manufacturing and services
sectors through improved competitiveness. It should exploit the African market by leveraging the benefits of the SADC
free trade agreement, implementing the AfCFTA, and actively pursuing its integration into regional and global value
chains. Already, the Economic Partnership Agreement (EPA) between the European Union and SADC has seen EU imports
from South Africa grow by 65% between 2016 and 2023, and EU exports to South Africa grow by 26%. An export-oriented
approach requires an open trade policy rather than protection of the country's small internal market, which forces
consumers to pay a premium to compensate for the local producer's lack of competitiveness.

Rhetorically, the government appears to be aware of the regional market potential. Speaking at the opening of Parliament
on 18 July after the 2024 elections that resulted in establishing the GNU, President Ramaphosa noted: ‘We see great
potential for growth beyond our borders. As we strengthen economic diplomacy with our largest and potential trading
partners, we will prioritise the implementation of the African Continental Free Trade Area to increase our exports to the
rest of the continent.’

The AfCFTA should form part of a broader developmental program aimed at incentivising industrialisation and investment.

Beyond addressing network inefficiencies, the government needs to introduce targeted incentives to reduce South Africa’s
high export concentration, which is currently dominated by a limited number of large firms. Policies should aim to
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promote small and medium-sized exporting enterprises, unlocking new opportunities for diversification and growth. The
country needs to shift from protectionism to competitiveness and from sectoral master plans to recognising the
importance of value chains, as recently argued by the CDE.

In addition to active support to reduce input costs, a manufacturing export-led growth path includes reducing the high
costs of investment and trading across regional borders; reviewing the impact of existing industrial, localisation and
sector-specific policies on export behaviour; implementing a comprehensive and well-targeted export promotion and
export finance framework; and updating its trade policy approach to this effect. Because it already has a sophisticated
national payment system which handles domestic clearing and settlement efficiently, South Africa has not yet joined the
Pan-African Payment and Settlement System (PAPSS), which enables companies to transact in any African currency
without using a third-party currency such as the US dollar. This matter is now under consideration, but it is complicated as
it would require integrating PAPSS with South Africa's national payment system. The second step must be to fix the
connecting infrastructure and remove non-tariff barriers, which is the focus of the National Logistics Crisis Committee.
Finally, the work of the Department of Trade, Industry and Competition (DTIC) should prioritise improvement in the ease
of doing business in South Africa.

Amongst our eight sectoral scenarios, the growth of the manufacturing sector promises the most employment creation.
Low employment levels are South Africa's key challenge, as they drive extreme inequality, poverty, and disempowerment.
In the words of Professor Anthony Black, a leading proponent of labour-intensive light manufacturing, South Africa has
the ingredients: a large pool of unskilled and semi-skilled labour, an advanced financial system, highly developed
infrastructure and capable domestic firms that could attract large-scale domestic and foreign investment. Black lists three
critical actions:

* Switch incentives to support employment, both directly and indirectly, such as by favouring training over capital
investment and energy.

* Review the regulations (including labour regulations) that hinder small manufacturing firms, particularly the extension of
National Bargaining Council determinations to non-parties.

* Experiment using one or more special economic zones as light manufacturing zones.

Given the need to expand the electricity grid with 14 500 km of new lines and enhanced transformer capacity over the
next decade, the South African Renewable Energy Masterplan (SAREM) can play an important role in localising
manufacturing and enhancing skills.

South Africa should explore global market value chains to create opportunities for growth and competitiveness. For
example, South Africa spends a significant amount on subsidising its important automotive program (estimated at ZAR35
billion annually) and, when it was last reviewed in 2008, was considered to be a net drain on the country. No subsequent
review has been undertaken, while the global automotive sector has undergone significant changes, including the
introduction of electric vehicles.

Poor human capital (primarily due to the lingering effects of HIV/AIDS, but also reflecting poor education returns and a
weak healthcare sector) is the most significant structural constraint on South Africa’s long-term growth. Fixing South Africa’
s poor contribution to growth through investment in human capital is a long-term undertaking, with appropriate
education making the greatest contribution. South Africa’s Human Resource Development Council has regularly revised
and released a Human Resource Development Strategy (HDRS-SA). The most recent version was published in 2022 with a
vision for 2030. The Master Skills Plan is then used by different sectors, industries, employers and Sector Education and

Training Authorities (SETAs), serving as the implementation plan of the reconceptualised HRDS-SA.
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During 2022 and 2023, CDE conducted a comprehensive analysis of the challenges and reforms required in education. The
key recommendations in its reports focus on five areas for action to improve South Africa’s education outcomes:

* Tackling corruption and state capture in education by prohibiting cadre deployment and introducing measures that
remove the South African Democratic Teachers Union’s (SADTU) stranglehold on education departments.

* Raising accountability levels by bringing back the Annual National Assessment (ANA) tests for grades 1-9, reinvigorating
an independent National Education Evaluation and Development Unit (NEEDU), and giving principals more power over
the appointment and management of teachers in their schools.

* Improve teacher performance by introducing higher teacher training standards, providing more effective support for
existing teachers, and urgently recruiting skilled foreign teachers in areas of shortage.

* Installing fresh leadership in the public education system. Some progress was made in this regard with the appointment
of a Democratic Alliance member as Minister of Basic Education.

* Setting realistic national and provincial performance goals.

Looking to 2043, South Africa must also aspire to much better health outcomes if it is to change its current mediocre long-
term growth forecast. Much work has been done to explore universal health coverage (UHC) in South Africa, though in
recent years the focus has shifted to financing reform at the expense of other issues. South Africa must pay attention to
all six of the World Health Organisation’s (WHO) ‘building blocks' of the health system (financing, leadership/governance,
service delivery, health workforce, health information systems, medical products and technology). Instead, the singular
focus on National Health Insurance has stalled efforts to implement the other reforms required to build and strengthen
the health system and has contributed to the neglect and deterioration of state hospitals and other components of the
care system. The necessary reforms include the need to review and equitably spread public resources across provinces,
districts and levels of care, end corruption and irregular spending in the public sector, establish and roll out a national
health information system and implement the recommendations in the private health care system, as reflected in the
2019 Health Market Inquiry report.

Mining is particularly important in the poverty-stricken North West, Limpopo, Mpumalanga and the Northern Cape
provinces, but has declined and has given rise to a large criminal and illegal artisanal sector, so-called zama zamas. What
remains of the mining sector is export-oriented due to low domestic demand for most commodities, yet it has significant
future potential. South Africa has, amongst others, the world's largest known reserves of platinum group metals (PGMs),
chrome ore, and manganese ore, and the second-largest reserves of zirconium, vanadium, and titanium.

South Africa needs a coherent, efficient, and stable regulatory environment for its mining sector that encourages
exploration investment through transparent, expedited processes. This would lead to the construction of new mines and
the expansion of existing operations to extend their lifespans and create sustainable jobs. Some legislative progress is
currently mooted in this regard.

South Africa urgently needs a determined effort to grow the agricultural sector, which our analysis indicates has
significant potential. Growth in the agricultural sector is often more labour-intensive than in other sectors, though much
of that labour is in agro-processing. Climate change will steadily impact the Western Cape, currently the province with the
most significant agricultural sector, in terms of sales of goods and services, salaries and wages, and employment. The
Eastern Cape province has the greatest potential for large productivity increases through a transition away from
subsistence agriculture and by fixing degraded rural economic infrastructure, such as roads and storage facilities, whilst
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the limited irrigation infrastructure is dilapidated. Some policies that could improve yields include creating a consolidated
fund to crowd in resources from various government initiatives, private-sector capital, and donor partners to finance rural
infrastructure and strengthen climate-smart agricultural practices.

Sustained change in agricultural yields will only come once South Africa grasps the nettle and moves towards individual
title-holding, stepping away from the former homelands' legacy of communal land ownership. Since most land here is
registered in the state's name (or in the Ingonyama trust in the case of KwaZulu-Natal), which then holds it in trust on
behalf of the people who use and occupy it, reform is possible, though politically fraught. Meanwhile, South Africa needs
deliberate government support and leveraging of the private sector, including the determined implementation of the
Agricultural and Agro-Processing Master Plan (AAMP) adopted by the Department of Agriculture, Land Reform and Rural
Development (DALRRD) in 2022.

Another sector with significant economic and employment potential is tourism. South Africa is already an international
tourist destination, and in 2023 the sector contributed 8.2% to GDP, more than mining, transport and construction. It
employed 1.46 million people based on 8.5 million international tourist arrivals and 38 million domestic trips that year.
Annual growth is robust, and with its natural beauty and vast open spaces, South Africa has much to offer and is now
working to make visa access easier, improve safety for tourists, and invest in welcoming foreigners to the country. The
2024 GNU has now set a target to reach 15 million arrivals by 2030. Like other sectors, the Tourism Sector has many plans
and strategies, including a Tourism Sector Masterplan and a National Tourism Sector Strategy, for 2016-2026.

Eventually, rapid growth, low-end manufacturing, and growth in tourism, mining, and agriculture will require additional
measures to absorb unemployment, particularly by expanding the informal sector. In addition to public education, three
critical actions are to:

* Amend municipal by-laws to allow expansion of informal activities and employment.
* Improve market access for informal enterprises.
* Prioritise regulatory reform to address regulatory barriers and exclusion for the informal economy.

South Africa needs to speed up the transition of its energy sector from coal to renewables. Solar, wind, biomass, other
renewables, and geothermal must eventually become the core of the country's energy strategy, utilising modern
technology such as intelligent energy management whilst investing in energy storage. Still, given the current dependence
on coal, it is set to remain an essential part of South Africa’s energy mix. The country already introduced a carbon tax in
2019. still, more is required to create an environment that supports rapid decarbonisation and provides clear incentives
for green investments, including subsidising green technologies and penalising carbon-intensive practices. The
imperatives are particularly evident when considering the potential impact of the EU’s Carbon Border Adjustment
Mechanism (CBAM). Projections released in 2024 indicate that tariffs on steel and iron exports could rise by 20%, and
those on chemicals such as ammonia could reach 225%. Our analysis also indicates that the demand gap left by
aggressive reductions in coal generation means the country needs gas, which emits less carbon than coal or ail, but is not
ideal. To that end, the country should join the Global Methane Pledge, under which more than 100 countries have
promised to reduce their methane emissions by 30% by 2030, as well as the Extractive Industries Transparency Initiative,
which promotes open and accountable management of oil, gas, and minerals.

South Africa will not attract investment and confidence if it does not work much harder to ensure the rule of law and
public safety. Politically, the need to improve state security planning and coordination has been most prominently
identified by the November 2021 Report of the Expert Panel into the July 2021 Civil Unrest, which included a host of
recommendations. Police reform, too, has been the subject of several commissions of enquiry. Recommendations include
the need for location- and context-specific, violence-reduction strategies, a focus on intelligence-led investigations, the
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need to decentralise the large, top-heavy police service and to outsource or fix key functions such as forensics. The key
impediment to the rule of law, however, is not technical but political. It derives from the extent to which the state has
been criminalised (reflected in the findings of the Commission of Inquiry into State Capture, popularly known as the
Zondo Commission). The June 2025 announcement by President Ramaphosa to work towards judicial independence is
very important. More is required, particularly to provide the National Prosecuting Authority with the independence and
resources to pursue criminals without fear or favour. Key appointments in the criminal justice cluster (and in the civil
service and SOEs generally) need to be removed from potential political influence.

Finally, given its divisive history of oppression and exploitation, the lack of national coherence on national values and
norms is a huge problem in South Africa, reflected in its ongoing racially determined politics and extreme levels of
inequality. The country needs a government committed to an inclusive multi-racial vision and a forward-looking
leadership ethos - a shift to a class-based rather than a race-based analysis that champions the cause of all poor and
unemployed people (the vast majority of whom are black) and the advancement of investment and entrepreneurship
while maintaining a focus on interventions that assist the previously disadvantaged groupings.
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