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and how to escape it
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3The South African Malaise BLUEPRINT FOR GROWTH

Inadequate investment

Stunted Economic Growth 

Anaemic Job Creation

Depressed Societal Wellbeing

An Existential 
Threat to 

South Africa’s 
Future
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Sustained economic and investment decline

State effectively bankrupt

Extensive socio-economic demands

Acceptance of market economy…

Economy opened to the world

… but with extensive state intervention
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So, what has gone wrong?

BLUEPRINT FOR GROWTH
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Foundations, “Good enough governance”: 
security, infrastructure

Value adders, “Good governance”: human 
capital, regulatory environment, knowledge

Drivers, “Developmental governance”: 
sector prioritization, identifying winners
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Crime: 
costs the 
equivalent 
of 9.6% of 

GDP

Loss of 
property 

and 
physical 

insecurity

Organised 
crime, 

extortion
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Failing logistics and energy 
systems (though with 
some improvement 

through private sector 
interventions)

Demodernisation 
of the economy
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Value adders

• Ideological aversion to low-wage employment – but 
severe shortages of the skills needed for a high-
productivity, high-wage economy

• Dismal educational outputs

• “Overregulated and under-governed”
• Regulation costs 6.5% of GDP
• B-BBEE 

• A deeply ideological view of the world, interest group 
pressures – a reluctance to act on experience

• Implausible policy and governance positioning
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“Capable state”, “developmental state”, 
industrial policy, localisation

Deficient business-state relations

“Subsidy economy” – the case of steel

Weak state capacity, ideological predispositions, 
policy capture 
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“You can do something about individual 
problems. Security, infrastructure, all of 
that. You just can’t do much when policy 
is deliberately arranged to act as a 
truncheon against you.”

BLUEPRINT FOR GROWTH
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1
Investment is necessary, 

from the public sector 
and the private sector, in 

large amounts and in 
modest amounts;

2
Investment will be 

attracted to an 
environment in which 

there are reasonable and 
realisable prospects for 

returns;

3
South Africa is at present 

not a particularly 
attractive option for 

investors;

4
Not everything can be 

achieved at once, making 
prioritisation the key; and 

5
There is no substitute for 

evidence in policy 
making, and this applies 
without qualification to 
attracting investment.
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Get governance in order

Five paths to 
rehabilitating 
South Africa’s 

investment 
environment

Rebuild and fortify South Africa’s economic foundations

Enhance the stock and pipelines of human capital

Reform the policy and regulatory environment

Reset the government-business relationship
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IRRSouthAfrica

THANK YOU!

https://www.irr.org.za/
http://www.irr.org.za/
https://www.facebook.com/IRRSouthAfrica
https://www.facebook.com/IRRSouthAfrica
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