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South Africa’s National Treasury released an Economic Policy Paper on 
27 August for public comment in pursuit of President Cyril Ramaphosa’s 
undertakings to improve South Africa’s competitiveness as an 
investment and export destination. In releasing the paper, Treasury cited 
South Africa’s slippage in indexes such as the World Economic Forum’s 
Global Competitiveness Index in terms of which it fell from 44th position 
in 2007 to 67th out of 140 countries in 2018. 

This is a marked change from the Zuma era 
during which such international indexes were 
dismissed as biased opinion surveys rather 
than legitimate reflections of the country’s 
standing as an investment destination. 

 The most likely authors of the paper are in the Budget Office 
under Acting Head Ian Stuart, as the paper substantially reflects 
the contents of Budget Reviews accompanying the annual 
budgets of the last decade. The unexpected release and heavily 
referenced nature of the document suggests it is intended as 
a wedge instrument to capitalise on the momentum for more 
rationally informed policy decisions that have grown apace 
in the ruling ANC and broader tripartite alliance over the last 

couple of years, and to isolate those factions in favour of more 
arbitrary application of policy that has rendered the country 
prone to state capture-related corruption. 

The paper’s proposals are also distinct from other overarching 
economic policy interventions from the past such as the New 
Growth Path, the National Development Plan, the Public-
Private Growth Initiative and the Jobs Summit, in that it relies 
exclusively for execution on government, rather than social 
dialogue commitments. However, executing the intended 
modernisation of network industries - the unbundling of Eskom 
in particular – and limiting the extension of wage bargaining 
council agreements and other regulatory exemptions will be 
dependent on some degree of labour buy-in to be achieved 
without triggering disruptive industrial unrest.
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Some select proposals worth noting in the document are the 
following: 

• Telecommunications: Treasury proposes bringing down 
the price of bandwidth by releasing spectrum through 
an auction with a small set-aside for a government-
controlled network, and competition should be allowed 
in Telkom’s infrastructure that connects the local 
exchange to residential homes and businesses. Rapid 
deployment guidelines that accelerate the installation of 
telecommunications infrastructure should be finalized, 
and open access conditions should be imposed to 
minimize unnecessary duplication of telecommunications 
infrastructure. The Independent Communications Authority 
of South Africa’s (ICASA’s) proposed economic regulation 
component should be independent of line departments and 
directly funded from industry levies, as per international 
best practice. The state should leverage private-sector 
expertise in broadband roll-out, rather than relying 
exclusively on state-owned companies (SOCs).

• Regulation and Taxes: Transformation and Growth: 
Treasury recognised the increased barriers to entry that 
discriminatory regulations can have on a particular industry 
with bans on alcohol advertising being a particular example 
named. It proposes that competition and market structure 
issues should be taken into consideration in socio-economic 
impact assessments when reviewing current or drafting new 
legislation, policies, and regulations, where applicable.

• Transformation and Growth: Treasury wants the 
regulatory provisions in network industries such as 
telecommunications and banking to be changed to favour 
rivals provided these do not harm financial stability—for 
example, conditions for banking licences can be made 
less onerous and banking regulations should be more 
flexible o new developments, such as the growth of mobile 
money in the rest of Africa. Treasury also wants switching 
costs for banking and telecommunications services to be 
reduced by instituting a regulated switching process with 
mandatory timelines in banking and telecommunications. 
It proposes that the South African Reserve Bank should 
exempt consumers from interest, penalty fees, and other 
charges incurred due to delays in switching bank accounts. 
Clear guidelines to facilitate mandatory sharing of Financial 

Intelligence Centre Act information can also ease switching.

• In terms of support measures for SME’s, Treasury proposes 
three interventions:

• Lower barriers to entry can be facilitated by reviewing 
red tape around licensing and municipal servitudes 
and introducing a ‘silence is consent rule’ for licensing 
procedures that have low associated risks.

• Small businesses should be supported through public 
procurement: late payments by government to small 
business should be addressed (perhaps by allowing for 
automatic addition of interest on outstanding balances 
after a certain period). Governments and state-owned 
entities need to, where possible, draft tenders to create 
greater opportunities for small business. Acting as a 
sub-contractor to a large firm is one way for a small 
business to enter global value chains and to get into 
longer-term contractual relationships that can unlock 
access to credit—a dispute resolution mechanism 
in the Chief Procurement Office or a separate 
ombudsman can improve oversight and monitoring of 
subcontracting relationships.

• A commitment to a reduction of red tape can unlock 
opportunities for small businesses. The Red Tape 
Impact Assessment Bill, which was rejected by 
parliament on procedural grounds, could be revisited. 
The proposed bill requires all departments and self-
regulatory agencies to reduce red tape by 25 per cent 
over five years. The government should consider full or 
partial exemptions for small businesses from certain 
kinds of regulation (e.g. the extension of bargaining 
council agreements) can assist small businesses (and 
other new market entrants)—special economic zones 
can be used as potential places where these types of 
interventions can be piloted.

The closing date for comments to National Treasury is on 15 
September. Once comments are incorporated, the paper will be 
tabled for Cabinet’s adoption. The policy in its final form is likely 
to be announced as part of the Medium-term Budget Policy 
Statement to be made in Parliament by the Minister of Finance 
on 23 October 2019.
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