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Economic growth is the single most important factor in the economic success of
nations. Growth can be robust in trying circumstances over the short term, but
usually requires the basic tenets of peace, safety and security, the rule of law,
price and exchange rate stability and a market friendly ambience to be
sustainable over decades.
Achieving this is a formidable task, but does not guarantee success, because
other factors, such as pessimism or uncertainty in the business community,
rumours and corruption, can impede progress.
Government policy plays a vital role in economic growth, but measures of it are
scarce and problematic. Similarly, economic data focus on outcomes, rather
than on causes, for example, numbers employed rather than labour market
policies.
Growth analysts generally use indirect measures to analyse growth causes and
effects. There are more of these, but many are also volatile over the long term.
Economists devised empirical tools to compensate for these obstacles, and such
tools were used in this study to investigate South Africa’s growth record, in
order to determine what worked and what did not.
This study shows that measures of openness of the economy to trade are
indicative of growth. A robust and export-oriented manufacturing sector
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contributes to growth and perpetuates itself. This implies that barriers to trade,
such as tariffs and quotas must be minimised and manufactured exports
promoted, rather than primary products such as iron ore and coal.
Nonproductive government spending reduces the growth rate and should be
minimised, and the largest expenditures should be on safety and security
(because crime incidence reduces growth), housing for the poor, and education,
while most other services such as electricity, transport and communication
should be privatised.
While investment is important, its link to growth is bi-directional. However,
productivity is a significant contributor to growth.

Unused capacity of human

resources and machines is productivity’s main detractor.

Policies to enhance

rival competition in the private sector, with full utilisation of capacity, increase
productivity growth and can have sizeable spin-offs for economic growth and
living standards.
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