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SOUTH AFRICA CHRONIC CRISIS,
WORSENED BY COVID-19
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AS THE COUNTRY PLANS FOR THE POST-COVID-19 ERA,
THE MOST PRESSING QUESTION ON EVERYONE’S MIND IS:

= Will the post COVID-19 recovery keep the economy on the current Gwara
Gwara path?

Will the recovery mean return to weak economic performance of pre-

COVID-19 with the benefit of growth mainly going to the top layer of the
population, and a relatively small amount trickled down to the rest?

= Will the recovery mean recovering from the country’s chronic crisis and
realising pro-poor Nayi-le-Walk outcomes?




THE REAL QUESTIO

a*

WHICH INDLULAMITHI SCENARIO
WILL SOUTH AFRICA FOLLOW
DURING THE NEXT 10 YEARS?
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ADRS Linked
National-Provincial

Model of SA
(SA-LNP™)

Replicating the economy

Identifying policy choices and
future possibilities

Forecasting likely future
outcomes
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SCENARIO QUESTION 1

What if...

the recovery plan
continues with the
post 1996 economic
policy framework?
What will be the
likely economic
outlook?



SCENARIO QUESTION 1 ISBHUJWA (BUSINESS-AS-USUAL) POLICY SCENARIO

What if...

annual spending . : :
on goods and economic & tmflattl.on
services social argeting Public Works

increases by 7.5% "!f"aStl'UCtUI'e
investment and

annually credit extension
increases by 6% to private sector Social Grant
continues to Programmes
grow by 6%
Investment annually
by Public
Corporations
annually
increases by 6%

continues to
weakly support
industrial policy




ISBHUJWA (BUSINESS AS USUAL) POLICY SCENARIO:

SCENARIO QUESTION 1 TEN YEAR OUTLOOK
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ISBHUJWA (BUSINESS AS USUAL) POLICY SCENARIO: Isbhujwa
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SCENARIO QUESTION 2

What if...

the recovery plan
augments the post
1996 economic policy
framework with
contractionary
measures?

What will be the likely
economic outlook?




SCENARIO QUESTION 2

What if...

Cuts by 10%
spending on
goods &
services,

AUSTERITY POLICY SCENARIO

Capital
spending by the
General
Government is
reduced by 5%

Investment
by Public
Corporations is
cut by 5% and
FDI gradually
declines

tightens
monetary
policy by
lowering the
current 6%
upper bound
for inflation
to 4%

abandons
localisation
policy

cut subsidies
on products
and
production
by 5%
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Source: ADRS SA Linked

SCENARIO QUESTION 2 Gwara Gwara Scenario: Ten Year Outlook National-Provincial
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SCENARIO QUESTION 3

What if...

the state reconsiders
the post 1996
economic policy

framework?

What policy roadmap
is likely to put the
economy on an
inclusive Nayi-le-Walk
path?




-LE-WALK (SIX-PILLAR POLICY) FRAMEWORK
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SCENARIO QUESTION 3

What if...

increase their
investment

by 10% annually
over the next 10
years,

NAYI-LE-WALK (SIX-PILLAR POLICY) FRAMEWORK

targeting
inflation

targeting
inflation and
6% economic
growth

spending on
goods and
services

annually
increases
by 10.5%

adopt
necessary
measures

to raise the
annual growth
of credit
extension to
the private
sector to 15%.
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SCENARIO QUESTION 3 NAYI-LE-WALK (SIX-PILLAR POLICY) FRAMEWORK PILLAR

What if... -

make Public
Works the
employer of
last resort for
the unskilled-
unemployed

introduces an introduces a
unemployment caregiver grant
grant for
skilled
unemployed

grant to increase
by 6% annually
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SCENARIO QUESTION 3

What if...

help exports
from the
agriculture
sector

NAYI-LE-WALK (SIX-PILLAR POLICY) FRAMEWORK

lowering the
price of the
Transport,
Storage and
Communication
sector

directly boost
labour productivity

TRANSPORT
STORAGE & COMMUNICATION
AGRICULTURE
FOOD
BASIC CHEMICALS
IRON & STEEL
TRADE
CATERING &
ACCOMMODATION

improving
competitiveness

TRADE,

CATERING &
ACCOMMODATION
TRANSPORT
STORAGE & COMMUNICATION
FINANCIAL INTERMEDIATION
INSURANCE
REAL ESTATE
BUSINESS SERVICES
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SCENARIO QUESTION 3 NAYI-LE-WALK (SIX-PILLAR POLICY) FRAMEWORK PILLAR

A

What if...

reducing

increasing total increasing . lmp:rt
annual total exports ependency :
investment ratios increase the
in the employment
manufacturing intensity
sector
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SCENARIO QUESTION 3

What if...

increase
investment in
the South
African
economy

NAYI-LE-WALK (SIX-PILLAR POLICY) FRAMEWORK

increase its
investment in
the South
African
manufacturing
sector

foreign direct
investment

increased

nominal value
of total world
imports grows
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SCENARIO QUESTION 3 NAYI-LE-WALK (SIX-PILLAR POLICY) FRAMEWORK

What if...

increasing
Gauteng’s total
real output

increasing
Gauteng
exports to
Africa

increase in
Gauteng’s

agriculture, food,
electricity, water,
construction,
transportation and
communication
sectors
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MILD SCENARIO ﬁ SEVERE SCEMARIO
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MILD SCENARIO ﬁ SEVERE SCEMARIO
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BALANCED GROWTH

The 6-pillar policy option
produces simultaneous expansion of both

aggregate demand and aggregate supply
over the next 10 years
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FISCAL & DEBT SUSTAINABILITY

Over the next decade, government revenue
will grow concurrently with the projected GDP growth,

thereby generating the funds needed
to pay for the scenario’s expected increase
in government expenditure.
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DEBT-GDP RATIO OUTLOOK (2019-2030)

Relative to the BAU scenario, the 6-Pillar scenario’s
higher economic growth rates,

lower real interest rates and
better primary balance rates
produces lower annual debt-GDP ratios.




MILD SCEMNARIO ﬁ SEVERE SCEMARIO
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INCLUSIVE GROWTH & SIX PILLAR POLICY FRAMEWORK

National poverty rate declines
by almost 50% to 23%
from 2020 to 2030.

Poverty level declines
during the next decade by 40%
(i.e., 10 million).

Significant improvement in the
delivery of social services

(e.g., education, health, land reform, housing, etc.)

and economic infrastructure
across the country

(e.g., roads, bridges, transportation, etc.)
particularly improves the living
conditions of poor families.



E—
INCLUSIVE GROWTH & SIX PILLAR POLICY FRAMEWORK

The unemployment rate declines by

almost 70% from 35% (Mild Scenario)
and 40% (Severe Scenario) in 2020 to
12% in 2030.

The economy adds 8.7 to 10 million
jobs to total employment between

2020 and 2030.

National income inequality, measured

by Gini coefficient, declines by 16%
points, 71% to 55%.

Significant improvement in the

delivery of social services
(e.g., education, health, land reform, housing, etc.)

and economic infrastructure across
the cou ntry (e.g., roads, bridges, transportation, etc.)
improves the living conditions of
millions of working class families.




INCLUSIVE GROWTH & SIX PILLAR POLICY FRAMEWORK

Real GDP will almost double over the
next decade, which implies a significant
expansion of the domestic market.

Average profit rate remains above 16%

Improvements in the economy and
overall well being of the population
improve average labour productivity
growth

Government debt-GDP ratio will
gradually decline, due to the high
average annual growth rate, to less than
50%.

Average investment-GDP increases
to about 27%.

Business Class

Increase in social cohesion which
enables stable capital accumulation.



If the recovery policy framework
continues with the post-1996 policy
status quo, i.e., the BAU scenario, the
past trickle-down path will resume after
the pandemic with the economy stuck
in low growth and high rates of
unemployment, poverty and inequality
during the next decade.

CONCLUSIONS

OUR MODELLING WORK HIGHLIGHTS THREE POSSIBLE
POST COVID-19 OUTLOOKS FOR SOUTH AFRICA

If the recovery policy framework
augments the post-1996 policy status
quo with contractionary measures, such
as a more austere fiscal policy, the
future outlook will trend more towards
an immiserizing growth path of Gwara
Gwara Scenario.

If the recovery policy framework reflects
a shift from the post-1996 policy status
quo and embraces a policy framework

similar to the Six-Pillar scenario, the
future outlook will trend more towards

an inclusive pro-poor path of Nayi le
Walk scenario, enabling South Africa to
recover from its chronic economic crisis.
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Applied Development Research Solutions is an independent
economic consultancy organization with extensive
experience in economic model building, capacity building,
policy research, and advisory services in Africa.

Our innovative web-based interface gives users the power
to design policies and test their impact prior to embarking
on implementation. ADRS was founded as South Africa’s
new democracy embarked on economic, political and
government transformation based on a new set of inclusive
ideals. It was a time of incredible excitement and energy,
ripe with optimism for the new dispensation and many
ideas about how to right the economic wrongs of the past.
Yet, it quickly became apparent that many well-meaning
ideas had negative unintended consequences.

ADRS was created to provide critical foresight through
innovative economic modeling tools to better inform
economic policymaking. We have always been driven by the
belief that intelligent policy design is a prerequisite to
better and more sustainable economic development. We
share these tools throughout Africa and beyond, in order
to contribute to the economic well-being of people
throughout the continent and the developing world.
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