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Abstract 

This dissertation argues that South Africa faces significant economic challenges that have to be 

addressed through policy reforms. Since 1994 various strategies and programmes have been proposed 

and implemented with varying degrees of success. Though there is some agreement about the economic 

development destination that we want to achieve, there is significant contestation about how to get 

there. The consistency of policies and coherence of policy preferences are essential for generating the 

trust needed to implement reforms. What are the policy preferences of South Africans? This matters as 

preferences should determine the choices available to policymakers. One way to know, is to ask people. 

The problem that this study aims to address is the development and pilot study of a questionnaire that 

measures policy preferences. It follows the U.S. example of the IMG Economic Experts Survey.  The 

pilot survey of students at the North-West University shows that they do not hold clear pro-market, or 

pro-intervention views. In fact, they prefer combinations of policies that speaks more to a mixed 

economy than to the extremes of the free market vs. developmental state debate. 
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CHAPTER 1:  INTRODUCTION 

 

1.1 INTRODUCTION 

South Africa faces significant socio-economic challenges. Though much progress has been made since 

the advent of democracy in 1994, economic growth has slowed over the last decade, the narrow 

unemployment rate is just above 30 per cent (StatsSA, 2020), and 50 per cent of the population lives in 

poverty (see Schotte et al., 2017). In a 2018 country diagnostic report the World Bank described an 

incomplete transition. In South Africa “historical disadvantage remains a determinant of income, wealth 

and opportunity, notwithstanding some progress. As such the economic transition from a system of 

exclusion under segregation and apartheid remains incomplete” (World Bank, 2018: iii). 

Even before the Covid-19 pandemic the South African economy was characterised by its declining 

international competitiveness and a collapse of business and investor confidence. The pandemic and the 

lockdown of the economy has worsened this position. A contraction of between 8 and 10 per cent of 

GDP is expected for 2020, along with a possible loss of up to 1 million formal sector jobs (Baxter, 

2020). The R500 billion socio-economic support package has had mixed success in stimulating the 

economy. The deterioration of the fiscal stance necessitates multi-year austerity measures set out in the 

Medium Term Budget Policy Statement (National Treasury, 2020). Government, the ANC, and 

business have been proposing new strategies and policies to structurally transform the South African 

economy. 

Since 1994 various strategies and programmes have been put forward by government to spur growth 

and reduce the level of unemployment. These various strategies and programmes included the RDP, 

GEAR, ASGISA, the NGP and NDP. The latest plan is called the Economic Reconstruction and 

Recovery Programme. 

The Reconstruction and Development Plan (RDP, 1994) was based around a number of key 

programmes: Meeting basic needs, Developing human resources, Building the economy, and 

Democratising the state and society. Creating infrastructure was seen as the way to satisfy the basics 

needs of housing, water and sanitation, energy, transport, health care, social welfare and security. People 

were to be empowered through appropriate education and training programmes. To build the economy, 

macroeconomic policies were aimed at reducing the fiscal deficit, ensuring that recurrent government 

spending did not increase in real terms, increased capital spending, and financing RDP programmes 

through reprioritised budgets. The civil service was to be reorganised to ensure effective and efficient 

service delivery. Building the economy also meant labour market reform and integration into the world 

economy. Respectively this meant entrenching the basic rights of workers, creating participative 
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structures, the extension of collective bargaining, and the reduction of tariffs under the General 

Agreement on Tariffs and Trade (GATT) (RDP, 1994). 

The Growth, Employment and Redistribution (GEAR) strategy was published in 1996. The point of 

departure was that the South African economy needed to grow faster, sustainably. This required 

transformation towards a competitive outward-orientated economy. There were a number of core 

elements of the GEAR strategy (GEAR, 1996: 2): 

 “A renewed focus on budget reform to strengthen the redistributive thrust of expenditure; 

 A faster fiscal deficit reduction programme to contain debt service obligations, counter inflation 

and free resources for investment; 

 An exchange rate policy to keep the real effective rate stable at a competitive level; 

 Consistent monetary policy to prevent a resurgence of inflation; 

 A further step in the gradual relaxation of exchange controls; 

 A reduction in tariffs to contain input prices and facilitate industrial restructuring, compensating 

partially for the exchange rate depreciation; 

 Tax incentives to stimulate new investment in competitive and labour absorbing projects; 

 Speeding up the restructuring of state assets to optimise investment resources; 

 An expansionary infrastructure programme to address service deficiencies and backlogs; 

 An appropriately structured flexibility within the collective bargaining system; 

 A strengthened levy system to fund training on a scale commensurate with needs; 

 An expansion of trade and investment flows in Southern Africa; and 

 A commitment to the implementation of stable and coordinated policies”. 

The strategy aimed to ensure an economic growth rate of 6 per cent per annum and the creation of 

400 000 jobs per annum by the year 2000. 

The Accelerated and Shared Growth Initiative South Africa (ASGISA) originated form the African 

National Congress’ 2004 election manifesto that promised to halve unemployment and poverty by 2014. 

The challenge was still to increase and sustain growth at levels sufficient (a 6 per cent per annum target 

by 2010) to meet social targets. Six constraints to growth were identified: currency volatility; the cost, 

efficiency and capacity of logistics; shortages of skilled labour; barriers to enter markets and limits to 

competition; regulation and the cost of doing business; and ‘deficiencies of state organisation, capacity 

and leadership’. Action was required to lift these constraints, but ASGISA was not seen as a government 

programme. It was a national initiative supported by business, labour, state-owned enterprises and all 

spheres of government. It was to create a new system of priorities as well as mechanisms to enforce 

decisions, led by a team under the Deputy President. Annual reports were made through to 2008, 

detailing actions taken, progress made and the guidelines and recommendations for the next period. For 
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example, in the Macroeconomics category, the 2006 report described the progress made to reduce 

currency volatility by accumulating foreign reserves, through the reduction of the 2005/06 budget 

deficit, and the easing of exchange controls. The recommendations for the next period included that the 

National Treasury and South African Reserve Bank policies were expected to be aligned to increasingly 

contribute to strengthening a base for growth and export diversification (ASIGSA, 2006). 

In 2010 the government adopted the New Growth Path (NGP) as the framework for economic policy 

and driver of the country’s jobs strategy. Here the focus was on the challenge of joblessness, poverty 

and inequality. The NGP identified five jobs drivers: public investment in infrastructure, targeting 

labour-absorbing activities in the agriculture and mining value chains, and manufacturing and services, 

the potential of the knowledge and green economies, investing in social capital and public services, and 

spatial development, specifically rural development and regional integration (NGP, 2010). For these 

drivers there were macroeconomic and microeconomic support packages, as well as a package of social 

partner commitments. The macroeconomic package entailed a monetary policy that will continue to 

target low and stable inflation, but “will do more to support a competitive exchange rate and reduced 

investment costs through lower interest rates” (NGP, 2010: 39). It also included arguments for a 

counter-cyclical fiscal policy stance, while calling for greater restraint of and vigorous prioritisation of 

spending. The microeconomic package included a number of policies meant to control inflationary 

pressure and ensure long-term competitiveness. The policies included (NGP, 2010): 

 Active Industrial policy in the form of the Industrial Policy Action Plan (IPAP)-2,  

 Rural development policy (addressing rural backlogs in housing and social services, supporting 

small agricultural producers to enter formal value chains, small holder schemes),  

 Competition policy and law enforcement to address breaches in competition law, 

 Education and skills development, specifically for engineering, artisans and workplace skills, 

 Promoting small business and entrepreneurship and eliminating unnecessary red tape, 

 Broad-based Black Economic Empowerment, 

 Labour policies that included a National Productivity Accord, legislative amendments to reduce 

workers’ vulnerability, expanding the role of the Unemployment Insurance Fund (UIF), 

improving the functioning of labour centres, and supporting the organisation of the 

unorganised, specifically farm workers. 

 Technology policy, including increasing R&D, and extending access to internet and 

communication technology, 

 Developmental trade policies, and 

 Policies for African development. 
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The NGP saw the developmental state as the institutional driver of this framework to achieve broad-

based employment growth: “A developmental state is not simply hostage to market forces and vested 

interests. Through careful alliances, clear purpose and by leveraging its resource and regulatory 

capacity, it can align market outcomes with development needs” (NGP, 2010: 62). The NGP document 

concluded by identifying main changes and core actions for each of the job drivers. This was later 

followed by four accords: The National Skills Accord, Basic Education and Partnership with Schools, 

The Local Procurement Accord, The Green Economy Accord, and the Youth Employment Accord. 

In 2011 the National Planning Commission published the National Development Plan 2030 (NDP) with 

the title, Our future – make it work. The aim of the plan was to, by 2030, eliminate income poverty and 

reduce inequality. More specifically, to reduce the proportion of households living below R419 per 

person per month from 39 per cent, to zero, and to reduce the Gini coefficient from 0.69 to 0.6. The 

plan outlined a number of enabling milestones as well as critical actions. The ten critical actions were 

(NDP, 2011:34): 

 Establishing a social compact to reduce poverty and inequality, and raise investment and 

employment, 

 To address poverty by broadening access to employment, strengthening the social wage, raising 

rural incomes and improving public transport, 

 Taking steps to improve the public service, including more accountability and coordination, 

and to prosecute corruption, 

 To boost private investment, specifically in labour intensive areas and exports, 

 To improve accountability in education, 

 Phasing in the National Health Insurance (NHI), 

 Increased public infrastructure investment (up to 10 per cent of GDP), focussed on transport, 

energy and water, and financed through tariffs, public-private partnerships, taxes and loans, 

 Interventions to ensure environmental sustainability, 

 Spatial development that includes densification of cities, improving transport and upgrading 

informal settlements, and 

 Reducing crime. 

The plan was explained in great detail in a 489-page document. For example, to transform the economy 

and sustainably create jobs, requires faster and more inclusive economic growth. This means that 

economic growth had to exceed 5 per cent per year on average through to 2030. To bring this about, the 

NDP proposed (NDP, 2011: 39-40): 

 Increasing exports in mining, construction, mid-skill manufacturing, agriculture, agro-

processing, tourism and business services, 
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 Strengthening key services such as energy, transport, telecommunication, and water, 

 Reducing the cost of food, commuter transport and housing and raising the quality of free, or 

low-cost, education and health care, 

 Reducing the cost of regulatory compliance for small business, 

 Enlarging the innovation system, 

 Supporting small business through agencies, development finance institutions, and incubators, 

 Better education and vocational training to expand the skills base, 

 Reducing the cost of and easing access to financial services for small business, 

 Public investment crowding in private investment, and 

 Stabilise the labour environment, reviewing regulations and standards for small and medium 

enterprises; addressing public sector labour relations; strengthening the application of minimum 

standards among employers, recruitment agencies and brokers; strengthening active labour 

market policies and labour matching; and enabling skilled immigration. 

In September 2019 the National Treasury published a document with the title: Economic 

transformation, inclusive growth, and competitiveness: Towards an economic strategy for South Africa. 

The document explained that economic growth had stagnated, unemployment was still increasing, and 

inequality remained high. This trajectory was deemed unsustainable and it was argued that government 

should implement a series of reforms to boost growth in the short term and create conditions for 

sustainable long-run growth. “These growth reforms should promote economic transformation, support 

labour-intensive growth, and create a globally competitive economy. (National Treasury, 2019: 1). 

The reform policies were grouped in five themes: (i) modernizing network industries; (ii) increasing 

competition and small business growth to address distorted patterns of ownership in the economy; (iii) 

giving priority to labour-intensive growth in sectors such as agriculture and services, including tourism; 

(iv) implementing focused and flexible industrial and trade policy; and (v) promoting export 

competitiveness and using growth opportunities in the region. The document expressed the hope that 

the interventions could raise the potential economic growth rate by 2–3 percentage points and create 

over one million job opportunities. 

Since then, the Covid-19 pandemic and lockdown have hit the South African economy and there has 

been another round of policy thinking. Business for South Africa (B4SA) has put forward a post-

COVID-19 plan (See Bisseker, 2020 and Baxter 2020). The ANC’s economic policy chief Enoch 

Godongwana has presented a post-Covid ‘economic reconstruction’ document.  

Subsequently President Cyril Ramaphosa proposed an Economic Reconstruction and Recovery Plan 

(ERRP, 2020) that has three parts, the first is a health response to the Covid-19 pandemic, the second 
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includes short-run measures to restore the economy, and the third are structural reforms to build a 

sustainable and inclusive economy (ERRP, 2020:3). These structural reforms include: 

 Reforming network industries and associated state-owned enterprises. 

 Pursuing regional trade integration. 

 Lowering barriers to entry to business and promoting competition and addressing economic 

concentration. 

 Supporting labour intensive sectors such as tourism and agriculture. 

 Boosting education and skills development, and 

 Promoting greater beneficiation of raw materials. 

These broad thrusts translate into a focus on infrastructure projects in transport and water provision, 

enegery security through the unbundling of Eskom, auctioning spectrum, and the localisation of 

industrial production. 

In response, commentators have decried the “endless discussions, summits, inner policy contradictions, 

delays and procrastination that have exacted a high cost in terms of negative socio-economic outcomes” 

(Parsons, 2020: xxv). 

Against this background, any number of studies are possible. One could examine each plan, its 

successes and shortfalls. One could compare the plans and their outcomes. Maybe the strategies were 

flawed, or the programmes never implemented? 

Rodrik (2014) wrote that when it comes to explaining the gap between policy analysis and political 

economy, a dominant role is frequently given to vested interests – “elites, lobbies and rent-seeking 

groups which get their way at the expense of the general public” (Rodrik, 2014: 189). Behaviour can 

be seen as the solution of an optimisation problem: voters, interest groups, and politicians maximise a 

utility function defined over consumption, rents, or political benefits, subject to constraints (economic 

and political), and they choose a set of actions which can be anything from voting to protesting, to 

buying influence, to suppression. He went on to argue that any mapping of interests to outcomes 

depends on unstated assumptions about the ideas that political agents have about 1) what they are 

maximising, 2) how the world works, and 3) the tools that they have to further their interests (Rodrik, 

2014: 190). Analysis of ideas may help to bridge the gap between what should be done, and what 

actually happens. 

The first part of such a bridge is to add ideas to the choice of what is to be maximised. In politics it is 

not as clear as the consumer maximises surplus and the producer maximises profits – reputation, respect, 

staying in office, or the good of the country are possible outcomes. In turn, such interests are 

“constructed” from norms, ideologies and causal beliefs. An Economics example of ideology is the case 
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where political parties have different preference weights on inflation versus unemployment (Rodrik, 

2014: 192). The second part of the bridge is to ask where the ideas come from. Rodrik (2014: 193) went 

on to explain that voters, interest groups, and politicians all have assumptions about how the world 

works, and these worldviews determine our perceptions of our own and each other’s actions. In 

economic policy terms, whether you prefer free-market policies or planning, free trade or protection, 

countercyclical policy or non-intervention, it all depends on a particular view of how the economy 

works. 

If one wants to examine how ideas influence policies and outcomes in the case of South Africa, any 

number of studies are again possible. One can do it at the level of the policies, or at the level of the 

political agents, the voters, special interests, and politicians. Parsons (2009) argued that the consistency 

of policies and coherence of policy preferences are essential for generating the trust needed to 

implement reforms in any country. Citizens have to trust that the possible short-term losses arising from 

the implementation of the policy reforms, can be addressed significantly by means of long-term gains. 

Thus, one can review the strategies and programmes above to try to identify the world views that 

underlie them – even more so, identify where contradictions of ideas undermined the consistency and 

credibility of polices and their implementation. Another way is to examine the policy preferences of 

ordinary citizens. This matters as preferences should determine the choices available to policymakers. 

These preferences can be revealed in a number of ways, from electoral outcomes, to citizens voting 

with their feet, to simply asking about them. 

 

1.2 PROBLEM STATEMENT 

The consistency of policies and coherence of policy preferences are essential for generating the trust 

needed to implement reforms in any country, but what are the policy preferences of South Africans? 

One way to know, is to ask people. The problem that this study aims to address is the development and 

pilot study of a questionnaire that measures policy preferences.  

 

1.3 MOTIVATION 

There is a large Political Science literature on how citizens reveal their policy preferences. The method 

is through surveys and opinion polls. Stuart et al. (2005) argued that when the public is responsive to 

what policymakers do, they adjust their preferences for “more” or “less” policy, much like a thermostat. 

There are numerous studies that asked people about their policy preferences, for example, O’Rourke et 

al. (2001) examined the determinants of individual trade policy preferences, Scheve and Slaughter 

(1998) also examined individual trade policy preferences and Hanson et al. (2005) individual 
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preferences over immigration policy linked to labour market competition. There are also many studies 

of household perceptions of climate change and preferences for mitigation policy like carbon taxes (see 

for example Akter & Bennett, 2011). Sometimes the focus is on specific groups or issues. Page et al. 

(2013) focussed on the policy preferences and political views of the top 1-percent of U.S. wealth 

holders. Funk (2016) found biases that vary by policy areas such as immigration and international 

integration. 

Asking people about their policy preferences is an established approach to try to answer some of the 

questions outlined in the explanation of the problematic situation facing South Africa. As such, the 

development of a questionnaire and testing it in a pilot study is the problem at hand. 

 

1.4 OBJECTIVES 

The research objectives are divided into general and specific objectives. 

1.4.1 General objective 

The general objective of this thesis is to develop a questionnaire that can be used to measure policy 

preferences. 

1.4.2 Specific objectives 

The specific objectives of this research are: 

 To review the literature on policy preferences to benchmark this study’s approach against the 

questions asked and methods used in this literature. 

 To give an overview of the most important South African policy initiatives of the past 25 years 

in terms of their key policies, consistency and credibility. 

 To develop a South African version of a questionnaire that aims to measure policy preferences. 

 To undertake a pilot survey amongst students and analyse the results of the survey. 

 

1.5 RESEARCH METHOD 

The research method involves a review of the literature and empirical analysis. 

1.5.1 Phase 1: Literature review 

The literature review has three parts. The first part focuses on the literature on policy preferences to 

benchmark this study’s approach against the questions asked and methods used in this field. The second 
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part is an overview of economic policies in South Africa and evaluates the main strategies and initiatives 

of the past 25 years. The third part is an extended explanation of the U.S. example of the IMG Economic 

Experts Survey and how it can be used to develop a South African version of a questionnaire that aims 

to measure citizen’s policy preferences. 

1.5.2 Phase 2: Empirical study 

The empirical study consists of the development of questionnaire items, following the U.S. example of 

the IMG Economic Experts Survey. This step includes focus group interviews to get feedback on the 

items and two small pilot studies – one amongst economists and economics lecturers and the other 

amongst students at the North-West University. Following the collection of the primary data, 

exploratory factor analysis will identify groups of variables that reflect a policy construct, or policy 

package that the respondents prefer. 

It is important to note that though the ultimate aim of the questionnaire is to measure citizen’s policy 

preferences, the results of the pilot study will only reflect the preferences of a very specific group of 

students – undergraduates enrolled in an Economics module. There can be no claim that the results can 

be generalised to the preferences of ordinary citizens. A pilot study can only serve to further refine the 

items of the questionnaire. 

 

1.6 CHAPTER DIVISION 

The chapters in this dissertation are presented as follows: 

Chapter 1: Introduction, problem statement, objectives and research methods. 

Chapter 2: Revealing preferences for policies. 

Chapter 3: South African policies, strategies, initiatives, plans and programmes. 

Chapter 4: Development of the questionnaire items drawing on the IMG survey and refining it for 

the South African context. 

Chapter 5: Pilot study data collection, data description, analysis and interpretation. 

Chapter 6: Summary, conclusions and recommendations 
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CHAPTER 2: REVEALING PREFERENCES FOR POLICIES 

 

2.1 Introduction 

This dissertation has posited that South Africa faces significant challenges in low economic growth 

rates, a high unemployment rate, poverty and inequality, and that the transition from Apartheid remains 

incomplete. In response, policymakers have proposed programmes, strategies, initiatives, and plans, 

with some success and some failures. Against this background, any number of studies are possible. This 

study takes Parsons’ (2009) point that the consistency of policies and coherence of policy preferences 

are essential for generating the trust needed to implement reforms in any country. This is linked to 

Rodrik’s (2014) view that when it comes to explaining the gap between policy analysis and political 

economy, ideas matter. Thus, the general objective of the study is to develop and pilot a questionnaire 

that measures policy preferences. 

To help achieve this objective Chapter 2 will review the literature on policy preferences to benchmark 

this study’s approach against the questions asked and methods used in this literature. Section 2.2 gives 

an overview of the theory and some empirics of how policy preferences are revealed. Sections 2.3 and 

2.4 will review studies that have examined macro policy preferences and preferences for specific, 

sectoral, or micro policies. Section 2.5 concludes. 

2.2 How preferences are revealed 

Economic welfare analysis and policy analysis sees the way that preferences are revealed through the 

lens of revealed preference theory. It is often assumed that revealed preferences are also normative 

preferences and empirical observations of consumer choices and budget constraints can be taken to 

represent preferences (Beshears et al., 2008). In a market, these are revealed in terms of quantities and 

prices of goods and services, for policies, the preferences are revealed at the ballot box, or by voting 

with your feet. 

The opposite side of the coin is to estimate how policy affects utility. Benjamin et al. (2013) explained 

that the standard approach is to estimate the effect of a policy on an individual’s utility and then apply 

a social choice rule that adds up the impact across all individuals to get to a policy recommendation. 

However, the effect of a policy on an individual’s utility is more difficult to measure in the cases of 

externalities, public goods, or non-market goods. In such a (typically policy) context, people are often 

uninformed, or make systematic mistakes. Consequently, economists have increasingly been using 

survey-based approaches to learn more about policy preferences (Benjamin et al., 2013: 605). There 

are different approaches to this. For example, Funk (2012) examined Swiss referenda and compared the 

results of the ballots to survey responses. Soroka and Wlezien (2005) applied a thermostatic model of 
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opinion and policy to government spending in the United Kingdom. More examples at the macro and 

micro level are discussed in the sections that follow. But first it is important to note the caveats to any 

approach that asks people about their policy preferences. Beshears et al. (2008) described the factors 

that may cause revealed preferences to differ from normative preferences, as well as six methods that 

can contribute to better identification of preferences. 

Revealed and normative choices may differ in cases where no choice is made and the individual 

passively accepts the defaults chosen by others. Not choosing may be a sensible decision, but it can also 

be the result of procrastination. This happens when the marginal cost of delaying a decision is small, 

even when the cumulative cost can add up. Beshears et al. (2008: 4) mentioned examples in the field of 

savings behaviour. Work by Madrian and Shea (2001) showed a substantial fraction of provident fund 

participants, who were automatically enrolled when they were hired, retain both the default contribution 

rate and fund allocation. 

Complexity adds to this. A large number of options and/or long time horizons make decisions complex 

and increase the proportion of people who do not make a choice and accept the default option. Not only 

does it delay decision making, it biases choices and adds noise to choices. The bias happens because 

people tend to avoid complicated choices. The noise comes from complicated options not being well 

understood and people misestimate the value of a choice (Beshears et al., 2008: 5). 

Another wedge between revealed and normative preferences comes from limited feedback to learn 

from, and limited personal experience. People cannot choose what is in their best interest if they do not 

receive feedback to learn from (Beshears et al., 2008: 7). 

When decisions that are made today have consequences over long time periods, the individual’s 

discount rate matters. Whether a revealed discount rate is consistent and can be considered as normative, 

also adds to differences between revealed and normative preferences. Beshears et al. (2008: 8) 

referenced work by Nordhaus (2006) which highlights this challenge in the context of policies that 

address global warming. Mitigation policies hinge on the normative discount rate, but this has been 

shown to be higher in the short run than the long run and imply dynamically inconsistent preferences. 

Finally, Beshears et al. (2008: 8) explained that individuals are also influenced by “marketing”. In the 

political or policy context, there is a lot of marketing in the marketplace of ideas. 

By way of conclusion, Beshears et al. (2008: 3) wrote “Human behavior is jointly determined by both 

normative preferences and other factors such as analytic errors, myopic impulses, inattention, passivity, 

and misinformation. Despite these complications, economists need not throw up their hands and reject 

all revealed”. One should consider the methods that can contribute to better identification of 

preferences. Beshears et al. (2008: 10-15) outlined a number of these: 



   12 
 

 Estimating a structural model of normative preferences as a function of the economic and 

psychological motives that shape behaviour, based on experimental data. 

 Designing active decision mechanisms with no default option that force individuals to reveal 

their preferences. 

 Using learning mechanisms, like imitation of peers and experiential feedback, to improve 

asymptotic choice. 

 Aggregating revealed preferences to average out individual noisy and error-prone decisions. 

 Using expert opinion to identify normative preferences, and 

 Using self-reported preferences. 

Beshears et al. (2008: 14) wrote: “Historically, economists have rejected self-reports on the grounds 

that behavior has real consequences and self-reports are (usually) only cheap talk. We agree that self-

reports can’t be taken at face value, but we also believe that they should not be ignored completely. In 

our view, successful models of human decision-making should be able to explain both behavior and 

self-reports. Like behavior, self-reports can be measured and modeled. Like behavior, self-reports can 

be used to predict things that economists unambiguously care about”. 

Other authors have taken the use of self-reported preferences further by building models of how these 

reveal preferences for policy. Benjamin et al. (2013) proposed a mechanism for aggregating preferences 

that can inform a local policy change. They envision a government agency that conducts a national 

survey to determine local preferences for policy. Their aggregation mechanism has four features: All 

individuals are treated symmetrically, preferences are ordinal and not comparable between individuals, 

they estimate local, marginal adjustments of policy around a status-quo policy vector, and the 

mechanism is such that answering the survey honestly is a dominant strategy. Applying the model 

empirically has three implications (Benjamin et al., 2013: 610): 

 Researchers should report the quantile of respondents for which a particular policy has zero 

effect on their well-being. Policy adjustments can then be made proportional to the implied vote 

margin. 

 When the effects of more than one policy are compared, it is important to determine the 

marginal rate of substitution between policies. 

 Researchers should attempt to identify the policy trade-offs made by types of subgroups of the 

population. 

Soroka and Wlezien (2005) proposed a thermostatic model of opinion and policy. They argued that 

when one asks for public opinion, it presupposes that the public notices and responds to policies. In 

their view the public is made up of a collection of individuals distributed along a continuum of different 

preferences for policy, for example, spending on health care. Individuals may not have a preferred level 
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of spending, but some want more spending than others. The median along this dimension represents the 

public opinion. A preference for “more” policy is the difference between the preferred level of policy 

and the actual level people get. The preference can be measured by survey of relative preferences. 

There are numerous empirical studies of the determination of policy preferences. The following two 

sections present a brief overview of this literature. 

2.3 Studies that examine preferences for broad public policy 

The research that examines public opinion and economic policy at the macro level looks at policies, 

policy making and / or policy behaviour. The contributions have been in the political science field and 

are mainly focussed on developed economies. This section provides a review of some empirical studies 

of preferences and policy at the high level of broad public policy. Soroka and Wlezien (2005) examined 

preferences for public spending from a Gallup poll and government spending in the United Kingdom 

over the period 1978 to 1995. Funk (2016) examined the differences between stated and revealed 

preferences using data on 184 referenda held in Switzerland between 1987 and 2007. The preferences 

were revealed at the ballot box and the preferences gauged with post-ballot surveys that ask how citizen 

voted for each proposal. Jennings and Wlezien (2015) examined the relationship between public 

spending preferences and the so-called “most important problem” facing the nation, that is frequently 

found in surveys. Page et al. (2013) surveyed the top one percent of wealthy Americans and examined 

their political views and activities. 

The thermostatic model of public preferences and public expenditure of Soroka and Wlezien (2005) 

was mentioned in the previous section. They used public spending data along with public opinion data 

to examine public responsiveness and policy representation. Public responsiveness is the extent to 

which public opinion responds to public expenditure. Policy representation is the extent to which 

budgetary decisions follow public preferences for spending. In their so-called thermostatic model the 

public’s relative preference (for “more” policy) was the difference between the preferred level of policy 

or spending, and the actual level. The public preferences were measured with a Gallup poll that asked 

the public about their preferences for public spending. The question was: ‘Do you think the government 

is spending too much, too little or about the right amount on […armaments and defence]?’. Respondents 

were asked about spending in other categories such as health, education and roads. They had 15 

observations for the 18-year period between 1978 and 1995. They found that preferences for spending 

in education and health moved together over time. Preferences for spending more on roads seemed to 

have little in common with preferences for spending in the other categories. Preferences for defence 

spending seemed to move in the opposite direction to the preferences for social spending. The actual 

spending showed a very similar structure with strong positive trends in social spending with defence 

moving in the opposite direction. Soroka and Wlezien (2005) reported the results of two regression 
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models. In the first, the dependent variable was net preferences, with different equations for Defence, 

Health, Education, and Roads, modelled as a function of functional spending, the Russian threat, the 

Misery Index and lagged net preferences. The key finding was that when spending increased, public 

preference for more spending decreased. The second model tested policy representation and used 

changes in spending as the dependent variable as a function of lagged net functional preferences, the 

party in government, the public debt and lagged net spending. The results showed that changes in 

defence and health spending followed public preferences, but it was not the case for education and 

roads. They concluded that public and policy-maker responsiveness did not match and that British 

policy makers seemed to have been only selectively responsive to public preferences within the 

domestic domains (Soroka and Wlezien, 2005: 678). 

Funk (2016) argued that surveyed preferences can easily be biased. The truthfulness of revealed 

preferences is difficult to determine when people do not directly vote on specific issues, and if exit-poll 

data are not made available. She overcame these problems with a unique Swiss data set that can be used 

to assess the extent of survey bias and relate it to specific policy areas. Swiss citizens reveal their 

preferences for policy through referenda, and two to three weeks after a vote, a so-called VOX survey 

collects information about respondents’ voting behaviour, their political views, their knowledge about 

the specific ballot and its importance. This allowed Funk to examine the difference between stated and 

revealed preference for policy. The survey took place after the poll, so there would be not reason to 

answer strategically and preferences would be unlikely to change over such a short time period. Any 

difference between the vote and the post-vote survey could then be attributed to sampling differences, 

or to citizens deliberately misreporting their preferences. The results showed that there were significant 

differences between stated and real preferences with regards to specific policy areas. Funk (2016: 21) 

found that on issues of integration, immigration, and the environment, people did not reveal their 

preferences accurately. Their revealed their preferences about public finances, health and institutions 

more accurately. 

Jennings and Wlezien (2015) examined the link between public spending preferences and what surveys 

ask to be the “most important problem” (MIP) facing the nation at a particular time. They argued that 

the policy preferences of the general public are difficult to determine. Surveys typically ask about 

people’s support for specific policies, but they do not ask what the level of preferred policy ought to be. 

Instead, they are asked about their relative preferences. Jennings and Wlezien (2015: 5) listed a number 

of studies that have used the “most important problem” facing the nation, as a measure of the importance 

of an issue, of public concern and of priorities. Their paper set out to determine whether the MIP can 

be equated with the public’s preferences for policy. In practice, MIP responses do indicate what are on 

people minds, but conceptually it is not the same as policy preferences – MIP questions indicate 

people’s assessment of the problems facing the nation, and policy preferences are more about support 
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for government action. Jennings and Wlezien (2015) tested this difference using data from the U.S. and 

U.K.. They find that MIP responses were a poor substitute for spending preferences in most spending 

domains. When different functional spending areas were grouped together, and the preferences for 

spending were correlated with MIP responses, they found stronger relationships between preferences 

for spending in the social domains and MIP responses. They also examined the links between policy 

representation (using changes in spending as the dependent variable) and spending preferences and the 

MIP responses. The results showed that policy representation was much better explained by 

preferences, than by MIP responses (Jennings and Wlezien, 2015: 41). 

As a final example, research by Page et al. (2013) examined the policy preferences of wealthy 

Americans. Their research team went to great lengths to interview 83 individuals in the Chicago area 

that fell in the top-1 per cent income bracket and asked them about their political activity, the perceived 

importance of problems facing the United States, and what they regarded as public spending priorities. 

They then compared the policy preferences of the wealthy with those of the general public with respect 

to jobs and income programmes, health care and retirement pensions, education policy, macroeconomic 

policy and regulation, tax policy, and inequality and redistribution. Their results showed that the 

wealthy were much more fiscally conservative, and opposed to additional public spending, taxes and 

regulation. Compared to the general public the wealthy were more concerned about budget deficits, 

they favoured cutting social welfare programmes, and were less supportive of an above-poverty-level 

minimum wage. They were also less supportive when it came to paying for better education, or health 

coverage for everyone. 

 

2.4 Studies that examine preferences for specific, sectoral, micro policies 

The research that examines public policy preferences at the level of specific, sectoral or micro policy 

level is wide ranging. It relates to the pseudo-demand curves for public goods and willingness to pay 

for externalities. In the fields of environmental economics and tourism economics there are vast 

literatures on the ways to determine contingent valuations, the use of surveys, games, experiments etc. 

The focus of this dissertation lies much more at a macro and strategy level, but these often bundle 

together many different sectoral or micro policies and it may be worth giving the reader a brief overview 

of a number of studies of policy preferences at this level. 

Scheve and Slaughter (1998) examined the determinants of individual trade policy preferences. They 

argued that making trade policy should somehow be related to individuals’ preferences over trade 

policy. In other words, the preferences should determine the choices available to policymakers. They 

used preferences expressed in the 1992 National Election Studies survey, specifically responses to 

questions that asked about support for new U.S. trade barriers. A regression model was then used to 
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explain the variation in trade policy preferences in terms of individual-level measures of exposure to 

freer trade. Scheve and Slaughter (1998) found that individuals’ occupation explained more of the 

variation in support for trade barriers than their industry of employment did. Lower-skill occupations, 

or occupations with average earnings were strongly correlated with support for trade barriers. 

Employment in industries that were more exposed to trade did not show a strong relationship with 

support for new trade barriers. The second important result was that home ownership showed a 

significant relationship with support for new trade barriers. Home ownership in a county where 

manufacturing industries were at a comparative disadvantage, was strongly related with support for 

trade barriers. The conclusion was that the results had important implications for other policies. 

Exchange rate policy and competition policy also change relative product prices and the roles of factor 

type and asses ownership should be kept in mind (Scheve and Slaughter, 1998: 27). 

In related work Hanson et al. (2005) examined the links between individual skill levels and people’s 

immigration policy preferences. They again used the 1992 National Election Studies survey and found 

two important empirical results. There was a significant link between the preference to limit immigrant 

flows to the U.S. and individual skills levels. Less-skilled workers did not favour more immigration. 

They were particularly concerned that immigrant inflows were absorbed by lower wages. However, in 

high-immigration communities the opposition of less-skilled workers was significantly diminished. 

O’Rourke et al. (2001) extend the work of Scheve and Slaughter (1998) by using survey data measuring 

trade policy preferences but they extended it with measures of ideology and nationalistic attitudes. They 

explained that economists frequently have a rational choice approach to policymaking: voters (or 

interest groups) demand policies and the government of the day (politicians) supply it. The way that 

institutions are set up then determines how these forces interact and reach equilibrium. The individual 

preferences depend on the structure of the economy, mobility of factors etc. O’Rourke et al. (2001: 2) 

argued that there is another possibility: “that a preference for economic protectionism among voters is 

a function of strong feelings of national identity and an associated set of patriotic and nationalist 

attitudes that include pride in country, sense of national superiority and, at the extreme, antagonistic 

attitudes towards those who are not part of the nation”. They used data from the 1995 International 

Social Survey Programme and estimated a regression model of attitudes towards protection for a pooled 

cross-section of individuals from 20 countries. In the survey respondents were asked how much they 

agreed or disagreed with the statement that their country “should limit the import of foreign products in 

order to protect its national economy”. The explanatory variables included individual level demographic 

and socio-economic indicators. Seven items from the ISSP questionnaire were used to measure 

nationalistic attitudes. These were aggregated into two dimensions of nationalistic ideology using factor 

analysis. The results showed that (O’Rourke et al., 2001: 24-25): 

 Trade policy preferences were influenced by ideological factors. 
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 Skills still mattered for policy preferences, and the effect varied across countries. Higher 

skilled workers had preference for free trade, more so in richer countries than in poor countries, 

and 

 There was a gender gap in trade policy preferences – women tended to be more protectionist 

than men. 

The American National Election Studies data were used again by Hanson et al. (2007) to examine 

individual preferences for globalisation strategies. This summarised the impacts of trade and 

immigration policies. Theory and evidence showed that freer trade and immigration is typically 

supported by the workers that were abundant and opposed by workers that were scarce. This paper 

added a public finance angle and argued that policies that redistribute income had an impact on who 

supports liberalisation and what kind of liberalisation they supported. Immigrants receive public goods 

and services and also pay taxes, whereas imports do not. Thus, there may be different political interests 

around trade and around immigration, because they have different pre-tax and post-tax public finance 

implications. The results showed that when people were more exposed to fiscal pressure due to 

immigration, it reduced their support for freer immigration. This was specifically true for those that 

were more skilled. When it came to opinions over trade policy there was no public finance variation 

and this was consistent with evidence that trade policy has limited fiscal policy impacts. 

The final example of research that examined preferences for sectoral, or micro policies comes from 

Akter and Bennett (2011) who examined household perceptions of climate change and preferences for 

mitigation action. This is a single example of a vast literature in this sub-field and there are a number 

of reviews of research available. Drews and Van den Bergh (2016) reviewed empirical and experimental 

studies that explained the public support for climate policies. Alló and Louriero (2014) undertook a 

meta-analysis of studies that examined the role of social norms on preferences towards climate change 

policies. Kyselá et al. (2019) reviewed the measures and constructs of policy attitudes towards climate 

change policies. Streimikiene et al. (2019) published a review of willingness to pay studies for climate 

change mitigation. 

Akter and Bennett (2011) is an example of how this literature views and measures preferences for 

policies. They used a web-based survey of 600 households and asked about their willingness to take on 

extra household spending to support an emissions trading scheme proposed by the state government of 

New South Wales. The survey gathered information about the respondents’ socio-economic 

characteristics, their perceptions of the impact of climate change on Australia and on their households. 

The willingness to pay questions were structured in the form of eight different bids ranging from 

UAD20 to AUD 400 per month that households would indicate they were willing to pay or not. The 

key results were that willingness to pay for climate change mitigation depended on households’ belief 

in how much temperatures will increase in the future. Also, if respondents believed that the mitigation 
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measures will not have a significant impact, their willingness to pay was lower. This was strongly linked 

to whether it would be possible to achieve a global agreement to reduce emissions. 

 

2.5 Conclusions 

The aim of this chapter was to review the literature on policy preferences. The claim was that 

preferences should determine the choices available to policymakers. Preferences can be revealed 

through the ballot, voting with feet, or through surveys that ask people about their preferences. 

The work by Beshears et al. (2008) showed that there are methods that can contribute to better 

identification of preferences: surveys should be designed as active decision mechanisms without a 

default option, revealed preferences should be aggregated to average out individual noisy and error-

prone decisions and expert opinion can help to identify normative preferences. Even then it is possible 

that there are differences between normative and revealed preferences. Differences may be amplified 

by the complexity of the issues, when decisions have consequences over a long-time horizon, by the 

possibility to possibility to make no choice, and when there are limited opportunities to learn from 

previous decisions.  

The review of the empirical literature showed that; 

 There may be significant differences between stated and real preferences with regards to 

specific policy areas. Funk (2016: 21) found that on issues of integration, immigration and the 

environment people do not reveal their preferences accurately. 

 When asking about policy preferences, the “Most important problem” facing the nation 

question is a poor substitute for asking about spending preferences (Jennings & Wlezien, 2015). 

 It is important to qualify the preferences by knowing more about the characteristics of the 

respondents.  

o Page et al. (2013) showed that the wealthy have economically conservative views. 

o Individuals’ preference for trade liberalisation depends on their occupations and asset 

ownership (Scheve and Slaughter, 1998). 

o It may also depend on ideological factors, individuals’ skills and their gender 

(O’Rourke et al., 2001). 

 Policymakers may only be selectively responsive to public preferences (Soroka and Wlezien, 

2005). 

The conclusion is that asking people about their policy preferences is a legitimate pursuit, and the 

starting point for analyses that examine policy responsiveness – preferences should determine the 
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choices available to policymakers. However, there is no simple recipe for this, and it is a process with 

many caveats and pitfalls. 

The next chapter aims to explain what issues a survey of policy preferences should ask questions about. 

To our knowledge, no systematic measurement of the policy preferences of South Africans exist, but 

there is a lot of detail available about the policies that government (and others) have proposed. Chapter 

3 gives an overview of the plans, strategies, and initiatives since 1994 with a view to identifying the 

issues the public would have policy preferences about, and to highlight how worldviews shape 

preferences and policies. 
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CHAPTER 3: SOUTH AFRICAN POLICIES, STRATEGIES, INITIATTIVES, 

PLANS AND PROGRAMMES 

 

3.1 Introduction 

For economic policies to succeed requires the understanding and support of business, labour and the 

community. Every plan, strategy, or initiative implies benefits for some as well as costs that would have 

to be borne by consumers and producers across the economy. All of the policies to be discussed in this 

chapter had long run views and required short run sacrifice. The policies that people prefer and support, 

are influenced by leadership and policy credibility depends on trust. 

There has been (to the best of our knowledge) no academic analysis of the demand for policy by 

ordinary South Africans. One can assume that their preference for a combination of policy promises 

has been expressed at the voting station, and their opposition to specific outcomes has frequently been 

expressed through protest. There is, however, a substantial literature on the supply of policy by 

government. The aim of this chapter is to give an overview of the plans, strategies, and initiatives since 

1994. With some idea of the supply of policy, one can work deductively and decide what questions to 

ask that could measure preferences for policy. 

The review of the studies presented in Chapter 2 showed that preferences depend on numerous factors, 

from occupation and asset ownership to ideological factors. Linking back to Rodrik’s (2014) views 

presented in Chapter 1, one has to keep in mind that the interests of the public and of politicians are 

“constructed” from norms, ideologies and causal beliefs. Everyone has assumptions about how the 

world and the economy works. In South Africa political analyst Piet Croucamp has described our views 

as libertarianism vs. liberationalism, the National Development Plan vs. the National Democratic 

Revolution (Croucamp, 2019). 

This chapter sets out to examine the programmes, strategies and plans that government has proposed 

since 1994 and to review the analysis thereof. The major initiatives since 1994 were the Reconstruction 

and Development Programme (RDP), Growth, Employment and Redistribution (GEAR) strategy, 

Accelerated and Shared Growth Initiative for South Africa (ASGISA), New Growth Path (NGP) and 

National Development Plan (NDP). For each of these programmes, strategies, or plans, the following 

sub-sections will provide an overview and critical analysis based on the available literature. 
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3.2 Reconstruction and Development Program (RDP) 

When the new ANC-led government came to power in 1994 it inherited an economy that was 

characterised by high levels of public debt, high inflation and poverty rates, and very little social 

protection for the most vulnerable. The Reconstruction and Development Program (RDP) was 

recognized as the first South African socio-economic policy framework implemented by the 

government under the leadership of President Nelson Mandela.  

Visser (2004: 6) wrote that the RDP was an ideological reference point between the Freedom Charter 

and the realities of post-Apartheid South Africa. In the tripartite alliance, COSATU played a key role 

in producing a framework that would bind the ANC government to a labour-driven development 

programme. The RDP was the guiding document for the policies of the Government of National Unity 

over the period 1994 to 1996. The aim was resource mobilisation in order to build a democratic, non-

racial and non-sexist South Africa (RDP, 1994). Visser (2004: 7) adds that over time the RDP became 

the background against which developmental policies were framed and in which everyone from the 

working class to international financiers could find something they liked. 

Gelb (2007) explained that the economic debate preceding the RDP was not a blank page from which 

any outcome could emerge. Like the political transition, it was a negotiated outcome reflecting the 

balance of class power and certain structural imperatives of the economy. The “basic needs” approach 

of the RDP was attractive because it focussed on reducing inequality, but it was limited by a number of 

important constraints. The first was the need to revive economic growth by opening up the economy to 

international trade and foreign capital flows. Domestic investment had to be increased by establishing 

business confidence. Even if a major economic role for the state was desirable, the market first needed 

to play a role in South Africa’s recovery. The second constraint was the inherited capital stock. It was 

dominated by capital-intensive, resource-based materials-processing manufacturing. It was owned by 

white business and set to benefit from a shift to export-led growth. Redistribution meant deracialising 

the ownership and management of the corporate sector. All of this meant that the scope for directly 

attacking inequality was limited and the ANC was mindful of the dangers of macroeconomic populism. 

Gelb (2007: 20) concluded that the end result was an implicit bargain reflecting consensus about three 

policy objectives: macroeconomic stability, opening up the economy to international trade and capital 

flows, and black economic empowerment. 

It is difficult to judge the success or failure of the RDP over the short period from 1994 to 1996 when 

the RDP Office was disbanded, and the policy was superseded by GEAR. In later years many of the 

successes of social protection and service delivery were attributed to the RDP. The GEAR strategy was 

portrayed as an instrument for realising the objectives of the RDP (Tsheola, 2002). In an interview in 

2000, Landiwe Mahlangu, manager for operations secretariat in the Development Bank of Southern 
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Africa (DBSA) concluded that it was too early to declare the RDP a failure, citing the improved delivery 

of water services, electricity, health care and housing to the poor (Munjoma, 2000).  

Blumentfeld (1996) and Visser (2004) provided wide-ranging criticism of the RDP. Blumenfeld (1996) 

explained that the RDP suffered from ambiguities and as a consequence it meant many different things 

to different people. He argued that its openness to interpretation: vision for transformation, loose 

quantitative targets, lever for reprioritisation, enabled all political, social and economic interest groups 

to support its broad aims, but it also concealed the lack of consensus about difficult policy choices. This 

was amplified by the way that the RDP changed over time. As an election manifesto of the ANC with 

Cosatu, it was normative and interventionist. It contained 5-year targets for service provision and land 

redistribution. Its policy stance included nationalisation of private mineral rights, demand-driven land 

reforms and quotas for public sector employment. Yet, it was unclear about how the outcomes were to 

be achieved, there were no priorities, or acknowledgement of resources constraints and trade-offs to be 

made. Visser (2004: 7) also concluded that it was “too broadly formulated and ended up as a wish list 

for too many people”. In its 1994 White Paper format, the RDP retained its image of a transformation 

programme, but it was less prescriptive and more market friendly. The Gelb’s implicit bargain referred 

to above meant that the RDP was now meant to function “within the limits of responsible monetary and 

fiscal policies” (Blumenfeld, 1996: 2). There was now a lack of connection between the RDP and 

economic policy issues. It was unclear what the programme (or the Government of National Unity) saw 

as the structural determinants of economic growth, or job creation. The RDP ignored the contradictions 

between faster growth of production, exports and employment, and lower budget deficits, lower tax 

burdens, and increased social welfare spending. Blumenfeld (1996: 4) concluded that the RDP was used 

by the ANC to defer making some hard economic policy choices. (This will be explained in greater 

detail in the next section in the evaluation of the GEAR strategy that followed the RDP). 

In addition to these fundamental issues, the RDP suffered in implementation. Visser (2004) explained 

that government failed to mobilise sufficient funds and there was a lack of proper implementation skills. 

Blumenfeld (1996) detailed the contradictions and challenges in bureaucratic structures around the RDP 

Office and in the functioning of the RDP Fund. It was unclear what the role of the RDP Office was, and 

it caused territorial disputes with spending ministries.  

Visser (2004) wrote that the final nail in the coffin of the RDP was driven by the currency crisis that 

started in February 1996. By March 1996 the RDP initiative was downgraded, with the RDP Fund 

transferred to the Department of Finance and all other functions to the office of the then Deputy 

President Thabo Mbeki. Government went on to launch the GEAR strategy. 

Visser (2004) scathingly concluded quoting Bond (2002: 97-98) that the RDP was “fatally undermined 

by timid politicians, hostile bureaucrats and unreliable private sector partners”. 
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3.3 Growth, Employment and Redistribution (GEAR) 

If the interests of the public and of politicians are “constructed” from norms, ideologies and causal 

beliefs, none of South Africa’s programmes, strategies, or plans show their ideological fault lines as 

clearly as the analysis of the GEAR strategy. 

GEAR was developed by technical team of policy makers and was not a product of consultation between 

the ANC and its alliance partners. GEAR was declared non-negotiable by the then Minister of Finance 

Trevor Manual. Visser (2004: 9) described it as a conservative macroeconomic strategy which “in 

essence implied that economic development should be led by the private sector”, and the growth through 

redistribution was to be replaced with redistribution through growth. Tsheola (2002) wrote that GEAR 

started a zero-sum game of globalisation for South Africa. Padayachee and Valodia (2001) argued that 

GEAR was in fundamental opposition to the policies and developmental thrust of the RDP. Adelzadeh 

(1996) called GEAR a neo-liberal framework akin to those advocated by the IMF in its structural 

adjustment programmes. The ANC government argued that the GEAR was a refinement of the RDP 

but Bond (2000:192-195) described this approach as a “tendency to talk left” but to “act right”. 

Thoughtful analysis by Nattrass (1996) contrasted the strategy proposed by the South African 

Foundation (SAF), called “Growth for all”, (SAF, 1996) with that of the Nedlac Labour Caucus, called 

“Social equity and job creation” (LABOUR, 1996) and showed that positions to the ‘right’ and the ‘left’ 

depended on different approaches to the labour market and different views of the determinants of 

investment.  

3.3.1 Growth for all (SAF) / GEAR 

The South Africa Foundation was an organisation of top companies who presented the “Growth for all” 

document to President Mandela in February 1996. Government published the GEAR macroeconomic 

framework in June 1996. Though there were differences between their visions for growth and 

development, Nattrass (1996) grouped them together (and in opposition to the LABOUR/ILO view). 

Nattrass (1996:29-30) summarised the economic logic of the SAF/GEAR vision as follows. The 

solution to South Africa’s growth and development challenges was orthodox, outward-orientated, 

investor-friendly policies. This meant reducing government consumption spending, increasing public 

investment and improving labour market flexibility. This would boost investor confidence, which would 

increase investment and increase exports. The economic growth would lead to an increase in 

employment and this would reduce inequality. Both documents argued that government needed to signal 

its commitment to market-orientated policies through fiscal discipline, privatisation, and reducing debt. 

They also recognised the need for policies that promoted redistribution.  



   24 
 

In their approach to the labour market the two documents differed somewhat. Both saw unemployment 

as the result of the inability of wages to adjust downward to clear the market. The SAF document 

suggested a two-tier labour market as a solution – that those already in employment would remain 

subject to existing labour regulations, but new entrants become employed under more flexible 

regulations. Their suggestions for greater flexibility included eliminating the extension of collective 

bargaining agreements, avoiding minimum wages and maintaining only minimum labour standards 

(Nattrass, 1996:27). 

GEAR did not go as far as the SAF document and proposed “regulated flexibility”.  It is also framed its 

argument against the background of the currency crisis early in 1996 that could have lead to wage and 

price increases. It argued for price restraint through trade liberalisation and competition policy and 

asked for commitments by organised labour and business, to ensure that wages grow in line with 

productivity. In return government promised increased spending on housing, health and grants that 

make the ‘social wage’ Nattrass, 1996: 29). 

3.3.2 LABOUR/ ILO Review 

Following the SAF Growth for all document, CAOSATU, FEDSAL and NACTU, who constituted the 

the Nadlac Labour Caucus, responded with a document called “Social equity and job creation”. Their 

views on macroeconomic policy were subsequently supported by an ILO Review of the South African 

labour market. There were differences between their visions for growth and development, but Nattrass 

(1996) grouped them together (and in opposition to the SAF/GEAR view). 

Nattrass (1996:32-33) summarised the economic logic of the LABOUR/ILO vision as follows. The 

solution to South Africa’s growth and development challenges was to reduce inequality. This could be 

achieved through wage policies that supported the incomes of workers, and redistribution through 

public spending. This would improve productivity and the increase in aggregate demand would crowd-

in private investment. Promoting the interests of labour was linked to workers’ rights and industrial 

democracy. It would be part of a wide-ranging role for the state: public works, mass-housing 

programmes, and land reform would aid job creation and redistribution. LABOUR had an 

interventionist government in mind and also proposed breaking up economic concentration, higher 

corporate taxes, increased taxes on the wealthy, preventing offshore movement of assets, and 

investment in prescribed assets. Nattrass (1996: 32) wrote “In Keynesian fashion, an expansionary 

policy stance pays for itself through increased output and taxation”. 

In conclusion she argued: “Anyone peddling the perfect economic policy package for South Africa 

should thus be greeted with the kind of scepticism investors are already showing. Radical policy 

changes… are rooted in ideological assumptions and guesses about the functioning of the labour market 
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and the determinants of investment. They are essentially grand socio-economic experiments…” 

(Nattrass, 1996: 39). 

Gelb (2007) provided an overview of South Africa’s macroeconomic performance since 1996. The 

economy suffered foreign exchange crises 1996, 1998 and in 2001. Strict monetary policy and lower 

fiscal deficits reduced the public debt to GDP. There was a significant improvement in tax collection. 

This created room in the budget to increase the share of social spending. Public investment in social 

infrastructure grew faster than investment in economic infrastructure. Yet, investment and growth 

remained low. In a 2001 evaluation of GEAR Nattrass (2001: 4) wrote that on the positive side, the 

strategy achieved its fiscal deficit target and lowered inflation, but interest rates rose and private 

investment remained sluggish. She acknowledged the challenges that currency crises posed but argued 

that GEAR modellers over-estimated the positive impact that their policies would have on business 

confidence and investment which was outweighed by the negative impact of the restrictive fiscal stance 

on aggregate demand and investment. She also pointed out that the labour market component of the 

GEAR strategy was not implemented. Instead of regulated flexibility the government passed legislation 

that extended minimum wage floors and increased the cost of employing labour. Short-term job creation 

through public works programmes, aimed at poverty relief, failed (Nattrass, 2001: 5). By 2001 

Padayachee and Valodia wrote of the palpable failure of GEAR to meet its targets for growth, 

employment and redistribution (2001: 74). This set the scene for new policy proposals that were 

described as ‘microeconomic’.  

3.4 Accelerated and Shared Growth Initiative for South Africa (ASGISA) 

Padayachee and Valodia (2001) detected a refocussing on economic issues as early as President Mbeki’s 

2000 speech at the opening of Parliament and in Minister of Finance Trevor Manual’s 2001 Budget 

Speech. In the Budget Speech it was argued that South Africa needed to move to a new expansion path 

beyond the macroeconomic stabilisation that was achieved. The reforms and interventions that were 

proposed had a microeconomic focus on competitiveness and lowering input costs. The programmes 

included liberalisation of communication, transport and energy, skills development, targeted industrial 

policy programmes and the application of new technologies. Padayachee and Valodia (2001: 78) 

welcomed all this as a more active role for the state in the economy in general. 

In 2004 government launched the Accelerated and Shared Growth Initiative for South Africa (AsgiSA) 

with the aim to halve poverty and unemployment by 2014. These goals were set at the 2003 Presidential 

Growth and Development Summit. President Mbeki decided to commit to these ambitious public goals 

for growth and sharing of growth so as to reduce the rate of poverty and unemployment thereby reducing 

social inequalities.  
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This was at a time when the South African economy started to show improved performance. Growth 

averaged approximately three percent during the first decade of freedom, from year 1994 to the year 

2004, a substantial improvement on the period prior to the year 1994 when growth was close to 

approximately one percent per year. In 2004, growth had surpassed four percent per year, reaching 

approximately five percent in the year 2005. The prospects for further improved performance were very 

good – projections by banks and ratings agencies generally showed expectations of growth continuing 

at around four and a half percent in the intermediate term. Business confidence was very high 

(O’Malley, 2006).  

AsgiSA was presented as a microeconomic strategy building on the macroeconomic framework 

provided by GEAR, according to Godfrey et al. (2010:27). There was still a macroeconomic policy 

element, for example, in the role that macroeconomic policy management and inflation targeting could 

play in reducing currency volatility, which would in turn encourage investment. Similarly, there was 

the aim to ensure greater coordination of fiscal and monetary policy. But the focus was on 

microeconomics and competitiveness. Key elements included infrastructure investment and logistics 

system capacity, education and skills development, sector strategies and cross cutting competitiveness 

interventions, improving the environment for small business and the “Second economy” as well as 

strengthening government capacity to deliver (Phillip, 2011:2). 

AsgiSA was clear that the role of policy was to crowd-in the private sector for accelerated and shared 

growth. For example, AsgiSA promoted the development of catalytic infrastructure investment. In order 

to roll back the backlog that emerged in public infrastructure in the early 2000s, public-sector 

investment was planned to increase to approximately 8 percent of the gross domestic product. In the 

Medium Term Budget Policy Statement in October 2005, government and public enterprise investment 

expenditure for the period April 2005 and March 2008 was planned to be approximately R370 billion. 

But out of this 40 percent was expected to be spent by public enterprises mostly by Eskom (eight-four 

billion rand) and Transnet (forty-seven billion rand) and also mainly on power generation, power 

distribution, rail transport, harbors and an oil pipeline. The major purpose was to improve the 

availability and reliability of infrastructure services in response to rapidly growing demand in the 

country (AsgiSA, 2006). The private sector was to be crowded in and infrastructure projects were 

envisioned to be labor-intensive where feasible. 

To promote private-sector investment, sector strategies were prepared. Small business operations were 

promoted and in the rural areas small cooperatives were allocated land so as to promote local economic 

growth. Cross cutting government interventions included support for private Research and 

Development investments. In return, the private sector would employ local people, support graduate 

trainee programmes for unemployed graduates, thus supporting the goals of AsgiSA. As a way of 

eliminating the second economy, the private sector was to play a role supporting the policies and 
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strategies formulated by the government. For instance, the private companies were persuaded to engage 

in affirmative procurement and the implementation of the relevant provisions of the BBBEE Codes of 

Good Practice and the relevant sector empowerment charters. 

The interaction between the roles of the state and the market was also evident in AsgiSA’s plans for 

education and training. Government aimed to reduce the gap between the skills needs of the economy 

and the supply of relevant skills as well as improving the quality of education in order to strengthen the 

skills pipeline (AsgiSA, 2006). Various educational and training entities were established so as to 

produce the necessary skills that were required in order to promote development in the country For 

instance, the introduction or promotion of information and technology subjects, Economics, 

Mathematics and Science subjects in various rural schools in the poor provinces. Critical skills visa that 

were issued to foreign nationals where intended to absorb the critical skills that were lacking in the 

country. In terms of skills/education improvement, the private sector also played an important role in 

establishing institutions that would allow students to acquire the education and training that would be 

needed in the job market and well as to promote entrepreneurial skills development. Throughout, the 

view was that both the private sector and the public sector had to work in collaboration for economic 

development to take place. 

Gelb (2007) noted that AsgiSA face a number of difficulties from the perspective of reducing poverty. 

The first was that it did not seem to consider the links between the first economy and the second 

economy – growth in the first economy could widen inequality with social consequences that could 

adversely affect investor confidence. If it were necessary to restructure the first economy to uplift the 

second economy, that could also affect investor confidence. The second difficulty was that 

infrastructure spending that was aimed at improving productivity and reducing the cost of doing 

business, is difficult to trade-off against providing infrastructure services to those in the second 

economy. The third issue was that the plan rested on paying more attention to SMMEs – something that 

was said a lot, but hardly happened. The fourth was that it would take time for government to learn how 

to implement asset-based skills development programmes. And finally, the financial resources to 

implement the AsgiSA plans may simply have been inadequate. 

There is very little academic analysis of the success or failure of AsgiSA. The mid-2000’s was a time 

when the economy grew fast, based on an export-led resources boom, the government’s fiscal position 

was consolidated, and monetary policy eased. In 2008 the global financial crisis hit the world and 2009 

saw the start of the so-called lost decade under President Jacob Zuma. The next major policy framework 

was put forward in 2010 and it was called The New Growth Path.  
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3.5 New Growth Path  

The aim of the NGP was to increase economic growth to sustainable rates of between six percent and 

seven percent per year to create five million jobs by the 2020, which would see a reduction of the 

unemployment rate to 15 per cent (NGP, 2010). 

The New Growth Path was formulated under the leadership of Ebrahim Patel, Minister of Economic 

Development and Planning and aimed to promote employment creation through all economic policies. 

The approaches to be used were mainly those that encourage the country to develop in a more equitable 

and inclusive manner whilst promoting the country’s developmental program. The framework identified 

investments in five key areas namely: energy, transport, communication, water, and housing. Sustaining 

high levels of public investment in these areas was agreed to create jobs in construction, operation, and 

maintenance of infrastructure. The New Growth Path considered the infrastructure programme as a 

trigger to build a local supplier industry for the manufacturing of the components for the build-

programme. Specific measures, particularly changes to procurement policy and regulations, were 

identified to ensure that this is achieved (Mbele, 2014).  

Since the main driver of job creation was the development of infrastructure and investment, the role of 

the government was viewed paramount in the process (NGP, 2010). Following from the NGP, 

approximately two hundred key projects were intended to be established through the Presidential 

Infrastructure Coordinating Commission (PICC). The key projects were comprised of water projects, 

the construction of roads, railway maintenance and improvement, upgrading of harbour facilities, 

construction of in-land transport hubs, energy projects and social infrastructure such as hospitals and 

schools. 

Under the auspices of the New Growth Path five accords were signed namely education, skills, local 

procurement, youth employment and green economy. Parsons (2013) argued that though these accords 

were of paramount importance in being a step forward in action-oriented social dialogue in South Africa 

they also faced a risk of being neutralised by a rising level of “accord-fatigue” and cynicism on the part 

of many participants. 

In the NGP the government played an important role in developing a policy package which was to 

increase employment opportunities through a comprehensive drive to enhance both social equity and 

competitiveness. NGP (2010:1-2) stated that in a bid to support employment creation and equity, the 

government played a crucial role in effectively prioritising its efforts and resources. The government 

also promoted stakeholder commitments to achieve the goals of the NGP. The stakeholder commitments 

required a national consensus on wages, prices and savings in order to ensure a significant increase in 

the number of jobs in the economy while addressing the concerns of vulnerable workers and reducing 

income inequality. These stakeholder commitments were to involve a shared solidarity, sacrifice and 
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partnership to shift society to the new growth path and achieve the goal of five million new jobs (Patel, 

2011). 

However, the NGP foresaw that the private sector would play a significant role in helping to achieve 

the goals of the programme. The government could not work in isolation without the private sector, and 

the main institutional drivers outside the state were business, organised labour, and other civil society 

actors (NGP, 2010). In a mixed economy, private business was still seen a core driver of job creation 

and economic growth. The NGP did criticise that business in South Africa have their weaknesses and 

have often been reactive and inwardly focussed – many business leaders have missed opportunities 

offered by the profound changes since 1994 or failed to collaborate adequately with other stakeholders.  

In sum, the state and the market were to work hand in hand in trying to achieve the objectives of the 

New Growth Path. 

At the time, commentators argued that the NGP was necessary to act as a national economic policy 

intervention, since South Africa lacked a national economic direction at the time (Louw, 2012). The 

focus on the role of the developmental state was different from the more market-orientated GEAR and 

AsgiSA strategies. Many of the elements of the NGP were however aligned to other policies that were 

already in place: for instance, the government aimed at creating employment opportunities with 

minimum income levels, restructuring of labour policies so as to protect vulnerable employees, 

promotion of a more labour-intensive economy as well as an improved alignment of policies in all 

spheres of government. Similarly, the focus on infrastructure investment echoes throughout the different 

policy plans and strategies. 

A critique of the NGP was that the NGP made the unrealistic assumption that the government was able 

to manage large scale structural changes effectively and efficiently in the economy (Archer, 2011). 

According to research by (Prinsloo, 2011:1; Duvenhage, 2011:15; Coetzee, 2010:6 and Laubscher, 

2010:6), critique emerged that the NGP was never a plan but merely a vision with the aim of 

redistributing wealth rather than creating new wealth. Prinsloo (2011:1) argued that as far as creating 

job opportunities was concerned the NGP was mainly focusing on government intervention not on 

creating a conducive economic climate that would support the private sector initiatives. 

At the time when NGP initiatives were supposed to take off, a new National Development Plan (NDP) 

was also launched. 
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3.6 National Development Plan 

The NDP aimed to eliminate poverty and reduce inequality by the year 2030. According to the plan, 

South Africa could realise these goals by drawing on the energies of its people, growing an inclusive 

economy, building capabilities, enhancing the capacity of the state, and promoting leadership and 

partnerships throughout society. To transform the economy and sustainably create jobs, required faster 

and more inclusive economic growth. This meant that economic growth had to exceed 5 per cent per 

year on average through to 2030. To bring this about, the NDP proposed (NDP, 2011: 39-40): 

 Increasing exports in mining, construction, mid-skill manufacturing, agriculture, agro-

processing, tourism and business services, 

 Strengthening key services such as energy, transport, telecommunication, and water, 

 Reducing the cost of food, commuter transport and housing and raising the quality of free, or 

low-cost, education and health care, 

 Reducing the cost of regulatory compliance for small business, 

 Enlarging the innovation system, 

 Supporting small business through agencies, development finance institutions, and incubators, 

 Better education and vocational training to expand the skills base, 

 Reducing the cost of and easing access to financial services for small business, 

 Public investment crowding in private investment, and 

 Stabilise the labour environment, reviewing regulations and standards for small and medium 

enterprises; addressing public sector labour relations; strengthening the application of minimum 

standards among employers, recruitment agencies and brokers; strengthening active labour 

market policies and labour matching; and enabling skilled immigration. 

Fourie (2013) evaluated the NDP for consistency, coherence and comprehensiveness, focusing 

specifically on the way growth is pursued, the inclusivity of growth, and the remedies for unemployment 

in South Africa. Fourie (2013) concluded that there has been a noticeable drift in the policy approach 

since the AsgiSA. This showed in the way that the dilemma of the second economy, or simply the actual 

impact of the conditions of unemployment, poverty and marginalisation, had been summarised in the 

NDP. He argued that these concerns and proposals to address them, were discussed in the NGP but in 

the NDP they all but disappeared. In the NDP they were mostly deferred to the sphere of social 

protection and rural development. 

According to Fourie (2013), the role of infrastructure in dealing with unemployment, poverty and 

inequality had also changed in the NDP. Although the earlier strategies considered labour-intensive 

infrastructure projects as a major influencer in employment creation and the New Growth Path proposed 

a more forceful approach to infrastructure in this regard, the NDP seemed to be drifting away from this 



   31 
 

perspective. In the NDP it seemed that infrastructure development was seen to have only an indirect 

employment-enhancing effect (Fourie, 2013:4). The role of Extended Public Works Programmes was 

restricted to community-based or social-sector services such as home-based care and early childhood 

development (Fourie, 2013:2). 

COSATU also criticised the NDP, stating that the plan was riddled with inconsistences, errors and 

incorrect interpretations of key literature. They argued that therefore the plan completely confused a 

number of its own figures and projections on poverty, employment and other factors (COSATU, 2013). 

In the same argument COSATU stated that the NDP was selectively drawn from some government 

policies and programmes but ignored others, particularly critical elements of the New Growth Path or 

IPAP which were viewed as government led strategies over the medium term. The argument posed by 

COSATU was that confusion was created because of this and as a result there was difficulty in 

determining which policy actually prevailed and this undermined policy coordination (COSATU, 

2013). 

According to Parsons (2013: 17), no one should think the economics can be isolated from politics. The 

relationship between political and economic factors in South Africa has been so complicated that it has 

become difficult to unravel the tangled web of cause and effect (Parsons, 2013). There were many 

political arguments that are evolving around the formulation of the National Development Plan and it 

was clear that the South African government must be able to implement and enforce what it has decided 

to do in a manner that would instil certainty and predictability.  

Policy makers argue that the implementation of the National Development Plan would strike a balance 

between conflicting advantages, disadvantages and risks of different courses of action involving value 

judgements, considerations of economic analysis as well as assessing political and administrative 

possibilities. 

 

3.7 Conclusion 

The aim of this chapter was to give an overview of the plans, strategies, and initiatives since 1994. With 

some idea of the supply of policy, one can work deductively and decide what questions to ask that can 

measure preferences for policy. 

The work by Nattrass (1996) showed how worldviews shape preferences and policies. For 

freemarketeers the regulation of the labour market was inconsistent with the drive to grow the economy 

and create jobs. For labour unions the fiscal discipline and strict monetary policy were inconsistent with 

the drive to grow the economy and create jobs. 
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The conclusion is that in a mixed economy, policies have aimed to give roles to the public and the 

private sector, the state and the market. The private sector was seen as the main driver of investment, 

economic growth and job creation, with prudent macroeconomic policies and public infrastructure 

investment as the ways to crowd-in the companies. The public sector focussed on sharing the growth, 

and redistribution. This took the form of a progressive tax system, social spending and employment 

regulations.  

This brings one back to the issue at hand to develop a measurement instrument of the policy preferences 

of ordinary South Africans. The next chapter, will explain the development of questionnaire items to 

determine this and its refinements with the help of an expert panel. 
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CHAPTER 4: RESEARCH METHOD 

 

4.1 Introduction  

For any economic policy to succeed requires the understanding and support of business, labour and the 

community. Reforms frequently entails short-run sacrifices, e.g. more regulation, or higher interest 

rates, to realise long-run benefits of decent jobs, or foreign investment. Preferences should determine 

the choices available to policymakers. That brings one back to the general objective of this study: to 

develop a questionnaire that can be used to measure policy preferences. 

This chapter explains the development of the questionnaire building on an example from the United 

States. The following section explains the Which Famous Economist Are You Similar To? survey that 

inspired this research project. Section 3.3. outlines the process of the survey design and the section there 

after gives a detailed description of the South African survey items. Section 3.5 concludes. 

 

4.2 The international benchmark 

The idea for this study and its questionnaire came from a survey conducted by the Initiative on Global 

Markets (IGM). It is a research centre at the University of Chicago that aims to support research on 

international business, financial markets and public policy. The IGM conducts an online survey called: 

Which Famous Economist Are You Similar To? The IGM survey has a number of statements that 

participants respond to on a Likert scale from Strongly Agree, Agree, Uncertain, Disagree, to Strongly 

Disagree. Participants can also indicate a confidence level in their response on a scale of 10. (IMG 

expert forum, 2017). 

The results from the IMG survey includes the responses of a number of U.S-based Economics experts. 

The panel includes a geographically and ideologically diverse range of economists who are interested 

in public policy. Any individual member of the public’s responses can then be matched to the views of 

a “famous” economist (IMG expert forum, 2017). 

The following are items from the 2015 version of the survey. It gives one an idea of the public policies 

that are considered and the nature of the items that are used to measure how people think about the 

economic issues of the day and express their policy preferences. Some are single items and others are 

groups of questions, labelled Question A, B, C etc. The reader will note that there is a significant number 

of items with U.S. specific context. There are items with a Microeconomic bearing and others about a 

Macroeconomic issue. Some clearly refer to a specific policy and others raise issues that imply, for 

example, fiscal policy, or competition (anti-trust) policy. 
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Which Famous Economist Are You Similar To? 

(1) The recent decline in oil prices will promote higher real GDP in the US over the next couple of 

years. 

(2) Question A: Most college professors who assign textbooks would not be able to guess, within 

10 percent of the actual figure, the retail price that their students pay for new copies of those 

books. 

(3) Question B: Since students can resell college textbooks or rent electronic versions, the net 

burden on students is substantially lower than retail prices for new textbook purchases would 

suggest. 

(4) Question C: Even though the professors who select textbooks are different form the people who 

pay for them, the price of new edition college textbooks reflect classic forces of supply and 

demand. 

(5) Question A: Changing federal income tax rates, or the income bases to which those rates apply, 

can affect federal tax revenues partly by altering people's behavior, and thus their actual or 

reported incomes. 

(6) Question B: To the extent that a given tax change might affect revenues partly by affecting 

national-income growth, existing research provides enough guidance to generate informative 

bounds on the size of any growth-driven revenue effect. 

(7) Question C: For large proposed changes in tax rates or the tax base, official revenue forecasts 

provided to Congress would probably be more accurate if the CBO and JCT tried to estimate 

fully how the proposed tax changes would affect growth-driven revenue. 

(8) In 10 years, per capita purchasing power in Greece will be higher if -- rather than continuing to 

service its debts over the next decade and complying with the budget rules currently in place -

- it refuses to accept a continuation of its current troika program and explicitly defaults on its 

debt held by the official sector. 

(9) Question A: Declining to be vaccinated against contagious diseases such as measles imposes 

costs on other people, which is a negative externality. 

(10) Question B: Considering the costs of restricting free choice, and the share of people in the US 

who choose not to vaccinate their children for measles, the social benefit of mandating measles 
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vaccines for all Americans (except those with compelling medical reasons) would exceed the 

social cost. 

(11) Question A: Giving tax incentives to specific firms to locate operations in a city or state 

typically generates local benefits that outweigh the costs to the city and/or state providing the 

incentives. 

(12) Question B: The US as a whole benefits when cities or states compete with each other by giving 

tax incentives to firms to locate operations in their jurisdictions. 

(13) The Fed should wait until its preferred measure of inflation (Core PCE) is clearly rising -- and 

not just forecast to rise -- before it begins hiking interest rates. 

(14) Californians would be better off on average if all final users in the state paid the same price for 

water -- adjusted for quality, place and time -- even if, as a result, some food prices rose sharply 

and some farms failed. 

(15) The 9 percent cumulative increase in real US median household income since 1980 

substantially understates how much better off people in the median American household are 

now economically, compared with 35 years ago. 

(16) Behavior in many complex and seemingly intractable strategic settings can be understood more 

clearly by working out what each party in the game will choose to do if they realize that the 

other parties will be solving the same problem. This insight has helped us understand behavior 

as diverse as military conflicts, price setting by competing firms and penalty kicking in soccer. 

(17) Question A: Economic analysis can identify whether countries are using their exchange rates 

to benefit their own people at the expense of their trading partners' welfare. 

(18) Question B: Bank of Japan monetary policies that result in a weaker yen make Americans 

generally worse off. 

(19) The median Greek citizen will be better off if there is a "yes" vote in the July 5 referendum on 

whether to accept the terms of the bailout package offered by Greece's creditors. 

(20) Question A: If the federal minimum wage is raised gradually to $15-per-hour by 2020, the 

employment rate for low-wage US workers will be substantially lower than it would be under 

the status quo. 

(21) Question B: Increasing the federal minimum wage gradually to $15-per-hour by 2020 would 

substantially increase aggregate output in the US economy. 
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(22) Question A: Expanding health insurance to more people through the ACA's public subsidies 

and Medicaid expansion will reduce total healthcare spending in the economy. 

(23) Question B: Expanding health insurance to more people through the ACA's public subsidies 

and Medicaid expansion will generate gains in the health and well-being of the newly insured 

that exceed the costs. 

(24) Question A: The association between health and economic growth in poor countries primarily 

involves faster growth generating better health, rather than the other way around. 

(25) Question B: The decline in the fraction of people with incomes under, say, $1 per day is a good 

measure of whether well-being is improving among low-income populations. 

(26) Comparing their students' average gains on standardized tests over the school year makes it 

easier to predict which teachers -- all else equal -- are more likely to improve their student's 

long-term life outcomes. 

(27) Question A: Letting publicly traded US firms report earnings annually rather than quarterly 

would lead their executives to place more weight on long-term issues in their investments and 

other decisions. 

(28) Question B: A switch from quarterly to annual earnings reports would, on net, benefit 

shareholders. 

(29) Question A: The Fed should raise its target interest rate when it meets in mid-December. 

(30) Question B: The Fed should have raised interest rates sooner, rather than leaving them near 

zero for this long. 

IMG uses an online script that runs a principle component analysis on a respondent’s answers and 

generates a plot of where the respondent lies, and it indicates which economist the respondent is closest 

to. Figure 1 shows that the analysis identifies two components that can be thought of as combinations 

of views expressed that correlate with one another. The dots measures are standardised factor scores 

and every dot represents an individual. 
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Figure 1: Which Famous Economist Are You Similar To? 

Source:IMG (2018)  

Using this basis, the rest of this chapter sets out to explain the development of South African items for 

a questionnaire that aims to measure policy preferences. 

 

4.3 Survey Design 

To design a South African version of the IMG’s Which Famous Economist Are You Similar To? a 

number of steps were followed. The first was the literature review presented in chapters 2 and 3. This 

informed the researcher’s views on asking people about their policy preferences as well as the supply 

of policies in South Africa. 

In total 30 items were formulated and then improved in two rounds of focus group interviews. The first 

was amongst academic staff members of the School of Economic Sciences at the NWU’s Potchefstroom 

Campus. The second was amongst a group of academic and private sector economists who attend the 

annual Ruiterbosch conference. The items from the final questionnaire are presented below. 

Following the finalisation of the questionnaire a pilot survey was conducted amongst students of the 

NWU. Ethics approval was obtained from the Faculty of Economic and Management Sciences Research 

Ethics Committee in September 2015. Though the pilot involved students, it was classified as a low-

risk project as it only solicits views and students could simply opt-out if they preferred. For a pilot 
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study, the student population is easy to reach and in many ways conveniently homogenous in terms of 

age, education and experience. The questionnaire was digitised as a Google form and students were 

asked, via email through the learning management platform, to complete the survey. The focus of the 

study is on the development of the questionnaire and the results that follow in Chapter 4 are not meant 

to be representative of the views of ordinary South Africans yet. 

 

4.4 The survey items 

There is a total of 30 questionnaire items that respondents score on a Likert Scale from Strongly agree, 

Agree, Don’t know, Disagree, to Strongly disagree. 

It is possible to classify policy preferences as “right” or “left”, amorphous markets or developmental 

state, or in the South African context of the previous chapter SAF/GEAR vs. LABOUR/ILO Review, 

or even National Development Plan vs. National Democratic Revolution. For each of the items below, 

there is a brief explanation of what “strongly agree” or “strongly disagree” would mean in terms of the 

preferences of those that believe the market will solve the problem and those that favour a more active 

role for the state in the economy. Yet, it is worth noting that the classification is not always that simple, 

and a macroeconomic programme, plan or strategy consists of a package of policies. The interpretations 

that follow should be read with caution. 

 

1 The South African Reserve Bank should do more to support economic 

growth 

If a respondent chooses strongly agree, it indicates an interventionist view in favour of activist monetary 

policy – lower interest rates that encourage consumer spending and investment. Those with a market-

based view will rather favour low and stable inflation which indirectly contributes to an environment 

for growth, and would disagree. 

 

2 The Reserve Bank should manage the exchange rate to protect the 

value of the rand 
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If a respondent chooses strongly agree, it indicates a interventionist view. Those with a market-based 

view would argue that no central bank can successfully defend the value of a currency and would 

disagree. 

 

3 The Reserve Bank will have no choice but to increase the repo rate in 

response to increasing interest rates in the U.S. 

If a respondent chooses strongly agree, it indicates a market-based view. The thinking is that the interest 

rate differential between S.A. and U.S. interest rates reflects the inflation/ purchasing power difference 

and determines the exchange rate. Maintaining the differential benefits foreign capital inflows. Those 

with a more interventionist view would rather focus on the domestic policy challenges caused by 

increasing interest rates that would hurt consumers, constrain investment and even reduce economic 

growth, and would disagree. 

 

4 Because we have underspent on infrastructure projects and 

maintenance, the government has the opportunity to increase average 

incomes by spending more on economic infrastructure 

Both the interventionist and market views are in favour of the outcome of an increase in economic 

infrastructure, but they tend to differ on what it should achieve. The more interventionist view would 

be that the projects themselves should be significant employers and income generators for government. 

The market-based view would have a trickle-down logic with the infrastructure reducing costs and 

facilitating private sector growth. 

 

5 There has been a significant decline in poverty in South Africa over 

the last 25 years 

This item is a knowledge check. Over the 25 years, since 1994, poverty has declined, but over the last 

twelve years since the global financial crisis, poverty levels has again started to increase. This item will 

give an indication of respondents’ views on the economic successes since 1994 and whether they feel 

that there has been more market failure or more state failure in the democratic era. 
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6 Transfer payments and grants can have a pro-growth effect 

If a respondent chooses strongly agree, it indicates a interventionist view. Those with a market-based 

view would argue that redistribution often occurs to the detriment of efficiency and consequently of 

growth. 

 

7 The South African government is heading towards a debt trap 

If a respondent chooses strongly agree, it indicates a pro-market view. The pro-market view is 

concerned with the sustainability of the fiscal stance and targets for the budget deficit and public debt. 

A debt trap is the situation where government issues new debt to repay the interest on older debt. The 

interventionist view would disagree and have a broader view of the debt that the government can run 

up to invest in social development and future economic growth. 

 

8 We should reduce the budget deficit by increasing the marginal tax 

rate on incomes above R1m 

If a respondent chooses strongly agree, it indicates a interventionist view in favour of a progressive tax 

system. Those with a pro-market view would disagree and rather argue that it is high earners that save 

and invest, and are often entrepreneurs and job creators. They should not be discouraged through high 

tax rates. 

 

9 We should reduce the budget deficit by increasing the VAT rate by 1-

percentage point 

If a respondent chooses strongly agree, it indicates a pro-market view. The argument would be that the 

VAT is a tax on consumption. If it discourages spending and encourages investment, it is a good way 

to raise additional revenue. A interventionist view would be opposed to increase a regressive tax that 

hits the poor harder. 
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10 About 2000 companies contribute the bulk of company tax income in 

South Africa – we might as well exempt all SMEs 

If a respondent chooses strongly agree, it indicates a pro-market view, reducing the intervention of 

government and leaving SMEs free to do more business. A more interventionist view would disagree 

and argue that exemptions weakens the whole tax system and might have the adverse consequence of 

encouraging firms to stay small to avoid taxation. 

 

11 The NDP presents the best macroeconomic policy framework that we 

can have 

This item will give an indication of respondents’ views on economic policy. Both sides of the 

ideological spectrum can agree or disagree together on this. Section 5.3 in the next chapter will explain 

the use of these items that are not clearly linked to interventionist or pro-market views. 

 

12 A developmental state can use industrial and labour policy to drive 

economic growth in South Africa 

If a respondent chooses strongly agree, it indicates an interventionist view. Those with a pro-market 

view will disagree. 

 

13 A depreciation of the exchange rate will increase the volume of South 

African exports 

If a respondent chooses strongly agree, it indicates an interventionist view in favour of activist monetary 

policy. A depreciation of the exchange rate does increase the Rand value of exports, but does not 

necessarily drive exports in volume terms. The pro-market view is not in favour of activist policy and 

would disagree. 
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14 Agriculture should be protected to ensure food security 

If a respondent chooses strongly agree, it indicates an interventionist view in favour of intervention 

through tariff protection, or production subsidies. The pro-market view is not in favour of intervention 

and influencing market forces. Protecting local industry often takes place at cost to consumers. 

 

15 SMEs should receive greater support as part of an inclusive growth 

strategy 

If a respondent chooses strongly agree, it indicates an interventionist view in favour of intervention 

through subsidies. The pro-market view is not in favour of intervention and influencing market forces. 

Protecting local industry often takes place at cost to consumers. 

 

16 Trade liberalisation has benefited most South Africans 

If a respondent chooses strongly agree, it indicates a pro-market view. With this line of thinking, 

liberalisation introduces competition, lowers prices and brings greater varieties and qualities of products 

and services. Those with an interventionist view would disagree and argue that the foreign competition 

has caused local workers to lose jobs and domestic industries to shrink. 

 

17 South African industry is characterised by the anti-competitive 

behavior of cartels and near monopolies 

If a respondent chooses strongly agree, it indicates an interventionist view in favour of intervention 

through competition policy. The pro-market view is that markets may not be competitive, but 

contestable. They would argue that large firms that dominate sectors are like that because they are 

efficient and policies that aims to limit the firms’ conduct or performance, will be at the cost of 

efficiency. 
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18 Competition policy should be used to break up large conglomerates 

If a respondent chooses strongly agree, it indicates an interventionist view in favour of intervention 

through competition policy.  

 

19 South Africa needs to implement a carbon tax to account for the cost 

of pollution 

If a respondent chooses strongly agree, it indicates an interventionist view. In their view, pollution is a 

classic market failure and requires intervention. The pro-market view is that such a tax would be an 

additional cost the will have a negative impact on firm performance and job creation. In terms of 

mitigation of pollution, they may rather favour carbon markets. 

 

20 User charges are an equitable way to co-finance infrastructure 

development 

If a respondent chooses strongly agree, it indicates a pro-market view. With this line of thinking, a user 

charge is closer to a market solution and the user-pays principle that values a scarce resource. The 

interventionist view will be that infrastructure is a public good with positive spill-overs beyond those 

that pay for it, and as such should be provided by the state. 

 

21 A youth wage subsidy will reduce unemployment in South Africa 

If a respondent chooses strongly agree, it indicates an interventionist view. Those with a market-based 

view would argue that the subsidy distorts market signals. 
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22 A national minimum wage can support employment growth 

If a respondent chooses strongly agree, it indicates an interventionist view. Those with a market-based 

view would argue that the minimum wage distorts market signals, raises costs and lowers 

competitiveness of firms. 

 

23 Substantial reductions of unemployment in South Africa can only 

come from private sector job creation 

If a respondent chooses strongly agree, it indicates a pro-market view. Those with an interventionist 

view may see a role for a developmental state in job creation. 

 

24 Increased immigration, across all skill levels, will benefit the South 

African economy 

If a respondent chooses strongly agree, it indicates a pro-market view. Those firms with a demand for 

labour should be able to get the supply from where ever the market signals attract them. Those with an 

interventionist view may favour limits to immigration to protect local jobs. 

 

25 Incentives for labour intensive manufacturing can drive exports and 

economic growth for South Africa 

If a respondent chooses strongly agree, it indicates an interventionist view. Those with a market-based 

view would argue that the focus on labour-intensive inputs distorts market signals, raises costs and 

lowers competitiveness of firms. 
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26 Increased automation has not reduced employment in South Africa 

If a respondent chooses strongly agree, it indicates a pro-market view. They would favour using the 

most cost-effective production methods. Those with an interventionist view will disagree and argue that 

capital/machines displace workers that need to be protected. 

 

27 Government should act where information technology have caused 

median wages to stagnate in South Africa 

If a respondent chooses strongly agree, it indicates a pro-market view. They would favour using the 

most cost-effective production methods. Those with an interventionist view will disagree and argue that 

capital/machines displace workers and contribute to inequality. 

 

28 Government should split electricity generation and distribution and 

privatise parts of Eskom 

If a respondent chooses strongly agree, it indicates a pro-market view. It implies private ownership, 

competition and working of market forces. The interventionist view will be that electricity generation 

has some of the characteristics of a merit good and as such should be provided by a parastatal. 

 

29 The tax on sugary drinks should be even higher 

If a respondent chooses strongly agree, it indicates an interventionist view. In their view, the negative 

health impact of sugary drinks is an externality that has to be addressed through a Pigouvian tax. The 

pro-market view is that such a tax would be an additional cost the will have a negative impact on firm 

performance and job creation. 
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30 South Africa needs to implement a national health insurance scheme 

soon 

If a respondent chooses strongly agree, it indicates an interventionist view. In their view, the NHI is a 

public good that will benefit society at large. The pro-market view is that the NHI will crowd out the 

private sector and limit the variety and quality of medical services available to consumers. They might 

also argue that the economy and tax payer cannot carry the cost of the NHI. 

 

The questionnaire ends with a few simple demographics questions that allows one to analyse the data 

by gender, age group and level of education. 

 

4.5 Conclusion 

This chapter explained the inspiration for the questionnaire and its development process. The focus was 

on an overview of the items that make up the South African version of the questionnaire and how the 

response to each statement can be interpreted. The overview of the items shows that, just like in the 

IMG survey, the questionnaire aims to cover macroeconomic and microeconomic issues, but also 

speaks to fiscal and monetary policy, taxation, spending, competition, market failures and the role of 

the state. The aim was to reflect something of the supply of policies reviewed in Chapter 3 and speak 

to the “issues of the day” that people will be familiar with from watching the news, or reading the 

newspaper. 

The next chapter presents the result of the empirical data analysis of the data gathered in the pilot survey 

amongst students of the North-West University. It covers the expectations and correlations found 

between items, explains the principle component analysis and the results. 
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CHAPTER 5: DATA ANALYSIS AND PRESENTATION OF FINDINGS 

 

5.1 Introduction 

This study has the objective of developing a questionnaire that can be used to measure policy 

preferences. Chapter 4 briefly introduced the IMG survey as the inspiration for the design of the South 

African version of the survey, and then explained the development of the items. Chapter 5 presents the 

empirical analysis of the data collected using the questionnaire in a survey of students at the North-

West University. Section 5.2 outlines how the survey was conducted. Section 5.3 outlines the 

expectations and compares it to the correlations of the different items expressing policy views. Section 

5.4 explains the principle component analysis undertaken to identify the combinations, or packages of 

policies that the respondents preferred and presents the results of that analysis. Section 5.5 concludes. 

 

5.2 Conducting the survey 

The development of the items in the questionnaire was explained in section 4.3 of the previous chapter. 

Following the finalisation of the questionnaire a survey was conducted amongst students of the North-

West University during the second semester of 2018. As explained in section 4.3, the student population 

is easy to reach for a pilot study, and in many ways conveniently homogenous in terms of age, education 

and experience. That may also be a limitation, and one has to be clear that the results from the pilot 

survey can in no way be presented as representative of the views of the ordinary South African citizen. 

The questionnaire was digitised as a Google form and students in their first, second, and third year, 

taking Economics modules, were encouraged to complete the survey. The link to the survey was shared 

as an announcement via the learning management system, eFundi. 

A total of 530 students participated. Of them, 302 were male, 217 were female and 11 preferred not to 

say. Of the 530, there were 286 (53.8%) first year students who at that stage had completed only one 

semester of Economics at tertiary level. There were 180 (33.8%) second year students and 55 (10.3%) 

third year students. Finally, there were 10 students who had completed an undergraduate degree and 

were busy with Honours studies in Economics. 

 

5.3 Expectations and correlations 

The conclusion of Chapter 3 was that in a mixed economy, the major economic strategies, namely, the 

RDP, GEAR, ASGISA, NGP and NDP aimed to give roles to the public and the private sector, the state 
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and the market. Prudent macroeconomic policies and public infrastructure investment were seen as the 

ways to crowd-in the private sector, who should be the main driver of investment, economic growth 

and job creation. A progressive tax system, social spending and employment regulations were seen as 

ways to share the growth and to redistribute income. For each of the plans there was criticism from the 

opposite ends of the ideological spectrum. For those who favour the free market, the regulation of the 

labour market was inconsistent with the drive to grow the economy and create jobs. For those who 

believe in a developmental state, the fiscal discipline and strict monetary policy were inconsistent with 

the drive to grow the economy and create jobs. 

Section 4.3 described all the survey items and indicated in which cases responses of “agree” and 

“strongly agree” would indicate a pro-market view, versus an interventionist view. If the respondents 

were at the extreme opposites of the ideological spectrum, one would expect that those with a free 

market view would agree with the following statements and disagree with everything else. 

Table 5:1: Items that correspond with free market views 

3 The Reserve Bank will have no choice but to increase the repo rate in 

response to increasing interest rates in the U.S. 

7 The South African government is heading towards a debt trap 

9 We should reduce the budget deficit by increasing the VAT rate by 1-

percentage point. 

10 About 2000 companies contribute the bulk of company tax income in 

South Africa – we might as well exempt all SMEs 

15 Trade liberalization has benefited most South Africans 

19 User charges are an equitable way to co-finance infrastructure 

development 

22 Substantial reductions of unemployment in South Africa can only 

come from private sector job creation 

23 Increased immigration, across all skill levels, will benefit the South 

African economy 

25 Increased automation has not reduced employment in South Africa 
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27 Government should split electricity generation and distribution and 

privatise parts of Eskom 

 

Those that favour government intervention would agree with the following statements and disagree with 

everything else. 

Table 5.2: Items that correspond with interventionist views 

1 The South African Reserve Bank should do more to support economic 

growth 

2 The Reserve Bank should manage the exchange rate to protect the 

value of the rand 

4 Because we have underspent on infrastructure projects and 

maintenance, the government has the opportunity to increase average 

incomes by spending more on economic infrastructure 

6 Transfer payments and grants can have a pro-growth effect 

8 We should reduce the budget deficit by increasing the marginal tax 

rate on incomes above R1m 

12 A developmental state can use industrial and labour policy to drive 

economic growth in South Africa 

13 A depreciation of the exchange rate will increase the volume of South 

African exports 

14 Agriculture should be protected to ensure food security 

15 SMEs should receive greater support as part of an inclusive growth 

strategy 

16 South African industry is characterised by the anti-competitive 

behavior of cartels and near monopolies 

17 Competition policy should be used to break up large conglomerates 
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18 South Africa needs to implement a carbon tax to account for the cost 

of pollution 

20 A youth wage subsidy will reduce unemployment in South Africa 

21 A national minimum wage can support employment growth 

24 Incentives for labor intensive manufacturing can drive exports and 

economic growth for South Africa 

26 Government should act where information technology have caused 

median wages to stagnate in South Africa 

28 The tax on sugary drinks should be even higher 

29 South Africa needs to implement a national health insurance scheme 

soon 

 

There are a number of items that are not clearly linked to either views. 

Table 5.3: Other items 

5 There has been a significant decline in poverty in South Africa over 

the last 25 years 

11 The NDP presents the best macroeconomic policy framework that we 

can have 

These items can be used to further characterise the views that the respondents hold, but are not included 

in the principle component analysis that follows. 

The question now becomes whether the data supports such a polarisation of views. Simple Pearson 

correlation analysis shows that views are mixed.  
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Table 5.4: Significant correlation of the item with items reflecting free market (M) views, interventionist 

views (I) and the “other” (O) items 

3 The Reserve Bank will have no choice but to 

increase the repo rate in response to increasing 

interest rates in the U.S. 

M: 9, 15, 19, 22, 25 

I: 1(-), 8(+), 14(+), 16(+), 17(+), 20(+), 24(+) 

O: 5, 10 

7 The South African government is heading towards 

a debt trap 

M: 22, 27 

I: 1, (-)8, (-)20, 21 

O: 10 

10 About 2000 companies contribute the bulk of 

company tax income in South Africa – we might as 

well exempt all SMEs 

M: 3,6,8,19,25 

I: 12,14,16,17,20,24,26 

O: 10 

16 Trade liberalisation has benefited most South 

Africans 

M: 3,19,22,25 

I: 6,8,11,12,13,16,17,18,21,24,26 

O:10 

20 User charges are an equitable way to co-finance 

infrastructure development 

M: 3,9,15,25,27 

I: 6,8,11,12,14,16,17,18,20,21,24,26,28 

O:10 

23 Substantial reductions of unemployment in South 

Africa can only come from private sector job 

creation 

M: 3,7,15,23,25,27 

I: 8,11,14,16,18,20,24 

O:4,5,10 

24 Increased immigration, across all skill levels, will 

benefit the South African economy 

M: 22,25 

I: 12,17,18,20,21 

O:10 

26 Increased automation has not reduced employment 

in South Africa 

M: 3,9,5,19,22,23 

I: 8,14,16,18,20,24 

O: 10 

28 Government should split electricity generation and 

distribution and privatise parts of Eskom 

M:7,19,22 

I: 2,11,13,20,24,29 

O: 4 
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Table 5.4: Significant correlation of the item with items reflecting free market (M) views, interventionist 

views (I) and the “other” (O) items 

1 The South African Reserve Bank should do more 

to support economic growth 

M: (-)3, 7 

I: 2, (-)8, 11, 18, 24 

O:4,5 

2 The Reserve Bank should manage the exchange 

rate to protect the value of the rand 

M: 27 

I: 1,29 

O: 

6 Transfer payments and grants can have a pro-

growth effect 

M: 9,15,19 

I: 14, 16,17,18,26 

O:10 

8 We should reduce the budget deficit by increasing 

the marginal tax rate on incomes above R1m 

M: 3,-7,9,15,19,22,25 

I: -1,12,16,17,20,24,26 

O: 5 

11 A developmental state can use industrial and labour 

policy to drive economic growth in South Africa 

M: 15,19,22,27 

I: 1,12,13,14,16,17,18,20,21,24,26,29 

O: 4,10 

12 A depreciation of the exchange rate will increase 

the volume of South African exports 

M: 9,15,19,23 

I: 8,11,14,17,26 

O: 10 

13 Agriculture should be protected to ensure food 

security 

M: 15,27 

I: 11,14,16,18,24,26,29 

O:-5,10 

14 SMEs should receive greater support as part of an 

inclusive growth strategy 

M: 3,9,19,22,25 

I: 6,11,12,13,16,17,20,21,24,26 

O: 4,10 

16 South African industry is characterised by the anti-

competitive behavior of cartels and near 

monopolies 

M:3,9,15,19,22,25 

I: 6,8,11,13,14,17,18,20,24,26 

O:10 

17 Competition policy should be used to break up 

large conglomerates 

M: 3,9,15,19,23 

I: 6,8,11,12,14,16,24,26 

O:10 

18 South Africa needs to implement a carbon tax to 

account for the cost of pollution 

M: 15,19,22,23,25 

I: 1,4,6,11,13,16,24,26,29 

O: 10 
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20 A youth wage subsidy will reduce unemployment 

in South Africa 

M: 3,-7,9,22,23,25,27 

I: 8,11,14,16,21,24,26,29 

O: 5 

21 A national minimum wage can support 

employment growth 

M: 7,15,19 

I: 11,14,20,23,29 

O: 

24 Incentives for labour intensive manufacturing can 

drive exports and economic growth for South 

Africa 

M: 3,9,15,19,22,25,27 

I: 1,8,11,13,14,16,17,18,20,26 

O: 4,10 

26 Government should act where information 

technology have caused median wages to stagnate 

in South Africa 

M: 9,15,19 

I: 6,8,11,12,13,14,16,17,18,20,24,29 

O: 10 

28 The tax on sugary drinks should be even higher M: 19 

I:  

O: 4,5 

29 South Africa needs to implement a national health 

insurance scheme soon 

M: 27 

I: 2,11,13,18,20,21,26 

O: 4 

 

The mix of views is evident in an example. For a statement indicating a market view, item 3, The 

Reserve Bank will have no choice but to increase the repo rate in response to increasing interest rates 

in the U.S., one sees the following: 

 It is positively correlated with other statements indicating a free market view:  

o Trade liberalisation has benefited most South Africans. 

o User charges are an equitable way to co-finance infrastructure development. 

o Substantial reductions of unemployment in South Africa can only come from private 

sector job creation. 

o Increased automation has not reduced employment in South Africa. 

 It is negatively correlated with a statement indicating an interventionist view: 

o The South African Reserve Bank should do more to support economic growth. 

 But it is also positively correlated with statements indicating an interventionist view: 

o We should reduce the budget deficit by increasing the marginal tax rate on incomes 

above R1m. 

o SMEs should receive greater support as part of an inclusive growth strategy. 
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o South African industry is characterised by the anti-competitive behavior of cartels and 

near monopolies. 

o Competition policy should be used to break up large conglomerates. 

o A youth wage subsidy will reduce unemployment in South Africa. 

o Incentives for labour intensive manufacturing can drive exports and economic growth 

for South Africa. 

This mix of views, and the others shown above in table 5.4, makes the case for data reduction methods 

for further analysis. It is clear that the respondents prefer different combinations or packages of policies 

and that these are not always only pro-market, or interventionist. The following section explains the 

principle component analysis undertaken and the results from that analysis. 

 

5.4 Empirical analysis 

Factor analysis is frequently used in the development of questionnaires (Field, 2005). In most of these 

cases, the aim is to measure a construct – a variable that cannot be directly measured, for example, 

intelligence, happiness, or burnout. Exploratory factor analysis identifies groups of variables that reflect 

the construct. In this specific case, the correlation analysis in the previous section showed that people 

do not prefer only the pro-market policies and oppose all the interventionist policies (or the other way 

around) – in fact they seem to “agree” or “disagree” with combinations of policies. Factor analysis will 

be used to identify the policy packages. 

Factor analysis describes variables that are correlated in terms of how their co-vary with unobserved 

variables, called factors. Put differently, it describes the joint variations of variables in response to 

unobserved latent variables. In this case, the unobserved latent variables are combinations, or packages, 

of policies that includes both pro-market and pro-state views. The responses from the survey are 

modelled as linear combinations of the factors / policy packages. 

5.4.1 Data considerations 

Field (2005) explains that the reliability of factor analysis depends on the sample size and that in general 

300 cases are adequate. The analysis the follows uses the data of 530 respondents. In addition, the 

extracted communalities should be above 0.5. 

It is also necessary to screen the data by looking at the inter-correlation between variables. The variables 

should not be uncorrelated, then they are unlikely to measure the same thing. The variables should also 

not be too highly correlated (R < 0.9) since multicollinearity makes it impossible to determine the 



   55 
 

unique contribution that a variable makes to the factor. The correlation analysis in the previous section 

showed that there are no problems with very high or very low correlations. 

Finally, the analysis produces two tests of sampling adequacy: The Kaiser-Meyer-Olkin (KMO) 

measure and Bartlett’s test. Field (2005) states that the KMO should be greater than 0.5 if the sample is 

adequate. For the results that follow, the KMO was 0.711 and Bartlett’s test of sphericity was significant 

(p<0.001), which indicates that principle component analysis is appropriate for this data set. 

5.4.2 Method 

Exploratory factor analysis was undertaken with 26 items from the questionnaire. The “Other” items 

that do not do not have clear pro-market, or pro-intervention interpretations, were left out of the analysis.  

The principal components were extracted using Promax rotation. This rotation is chosen based on the 

expectation that the factors are related. In total, ten factors were identified with Eigen values greater 

than one, and they explain 53.8 percent of the variance of the data. Figure 5.1 shows the scree plot of 

the eigen values and components. 

 

 

Figure 5.1: Scree plot, author’s own calculations 

 

The following section presents and explains the results.



   56 
 

5.4.3 Results 

 

Table 5.5 shows the rotated component matrix for the ten factors identified through the PCA. 

Table 5:5: PCA results 

  Component 

1 2 3 4 5 6 7 8 9 10 

The South African Reserve Bank should do more to support economic growth. -0,306     0,319     -0,335   0,329   

The Reserve Bank should manage the exchange rate to protect the value of the 

rand. 

              0,772     

The Reserve Bank will have no choice but to increase the repo rate in response 

to increasing interest rates in the U.S.. 

0,721                   

Transfer payments and grants can have a pro-growth effect.     0,555             -0,336 

The South African government is heading towards a debt trap.                 0,726   

We should reduce the budget deficit by increasing the marginal tax rate on 

incomes above R1m. 

0,523               -0,317   

About 2000 companies contribute the bulk of company tax income in South 

Africa – we might as well exempt all SMEs. 

0,395 0,529                 
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A developmental state can use industrial and labour policy to drive economic 

growth in South Africa. 

  0,350   0,305 0,322 0,366         

A depreciation of the exchange rate will increase the volume of South African 

exports. 

            0,727       

Agriculture should be protected to ensure food security.           0,540         

SMEs should receive greater support as part of an inclusive growth strategy.   0,669                 

Trade liberalisation has benefited most South Africans.     0,661               

South African industry is characterised by the anti-competitive behavior of 

cartels and near monopolies. 

0,465   0,324   0,320           

Competition policy should be used to break up large conglomerates. 0,475           0,331       

South Africa needs to implement a carbon tax to account for the cost of 

pollution. 

      0,621             

User charges are an equitable way to co-finance infrastructure development. 0,353 0,326 0,366   0,304     0,436     

A youth wage subsidy will reduce unemployment in South Africa.         0,424       -0,524   

A national minimum wage can support employment growth.         0,763           

Substantial reductions of unemployment in South Africa can only come from 

private sector job creation. 

      0,649             
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Increased immigration, across all skill levels, will benefit the South African 

economy. 

      0,449 0,382   0,523       

Incentives for labour intensive manufacturing can drive exports and economic 

growth for South Africa. 

  0,659   0,368             

Increased automation has not reduced employment in South Africa. 0,375     0,344   -0,346   0,346     

Government should act where information technology have caused median 

wages to stagnate in South Africa. 

    0,596       0,362       

Government should split electricity generation and distribution and privatise 

parts of Eskom. 

          0,557   0,338   0,326 

The tax on sugary drinks should be even higher.                   0,733 

South Africa needs to implement a national health insurance scheme soon.           0,413   0,305     

Extraction Method: Principal Component Analysis.  

 Rotation Method: Promax with Kaiser Normalization. 

Source: Author’s own analysis
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Component 1, or policy package 1, shows a combination of policies that favour free markets. The 

respondents indicated that they agree that the Reserve Bank should follow U.S. interest rates, and that 

the bank should not have an activist role to support economic growth. Grouped along with these are the 

views that automation has not reduced employment and that user-charges should be used to co-finance 

infrastructure. This component/package also includes the notion to exempt SMEs from company 

income tax. Interestingly, the above views are held alongside more interventionist views that South 

African industry is characterised by uncompetitive behaviour and that it should be addressed through 

competition policy. Component 1 explains around 11 per cent of the variance in the responses. 

 

The second component seems to be a grouping of policies that would matter for business and is a mix 

of free market and interventionist views. On the one hand respondents favour exempting SMEs from 

company income tax and they agree on user charges. On the other hand, they feel that SMEs should 

receive greater support that incentives for labour-intensive manufacturing can drive exports and that 

growth, and a developmental state using industrial and labour policy can drive growth. Component 2 

explains approximately 6 per cent of the variance of the responses. 

 

Component 3 is a combination of labour-related views. There is the free market view that trade 

liberalisation has benefitted most South Africans. However, there are also the notions that government 

should act when information technology has caused wages to stagnate, and that transfer payments and 

grants can have a pro-growth effect. Added to this, there is agreement with user charges. Component 3 

explains approximately 5 per cent of the variance of the responses. 

 

Component 4 also contains views that one would expect to be in opposition to one another. There is the 

interventionist views that one would expect from organised labour: that the Reserve Bank should do 

more to support growth, that the developmental state should use industrial and labour policy to drive 

growth, and incentives for labour-intensive manufacturing should be used to drive exports and growth. 

In the same breath the respondents also indicated that they agree that increased automation has not 

reduced employment, they favour increased immigration, for the private sector to create jobs, and the 

use of a carbon tax. 
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The fifth component is grouping of policies more clearly related to labour, with an interventionist slant. 

Respondents agreed with a developmental state using industrial and labour policy to drive growth, a 

youth wage subsidy, and a national minimum wage. However, this is combined with some free-market 

thinking, in favour of user charges and increased immigration. 

 

Component 6 also presents an interesting dichotomy with views in favour of the role of a developmental 

state, protection of agriculture, and implementing a national health insurance scheme. There is also 

disagreement with the view that increased automation has nor decreased employment. However, the 

component also includes the free-market view of splitting up Eskom. 

 

Components 7 through to 10, show even more unusual mixes of policies and each explain around 4 per 

cent of the variance of responses. 

 

The mix of policies grouped together for component 7 are the following. Respondents were opposed to 

an activist role for the Reserve Bank supporting economic growth, but believe that depreciation of the 

exchange rate will increase the volume of exports. The favour the use of competition policy to break up 

large conglomerates, but also favour increased immigration. They believe that government should act 

where information technology have caused median wages to stagnate. 

 

For component 8, the respondents agreed that the Reserve Bank should manage the exchange rate, but 

they did not believe that increased automation has reduced employment in South Africa. They were in 

agreement with user charges, splitting up Eskom and the NHI. 

 

Component 9 shows an odd combination of views: respondents favour the Reserve Bank supporting 

economic growth, but agree that the government is heading towards a debt-trap. They are opposed to 

increasing the marginal tax rate on incomes above R1m, and to a youth wage subsidy. 

 

Finally, component 10 shows respondents not agreeing that transfer payments can have a pro-growth 

effect, and in favour of splitting up Eskom, but also supporting a higher tax on sugary drinks. 
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Table 5.6: Correlations of the components 

Component Correlation Matrix  

1 2 3 4 5 6 7 8 9 10 

1 1,000          

2 0,226 1,000         

3 0,160 0,289 1,000        

4 0,134 0,132 0,040 1,000       

5 0,125 0,123 0,134 0,358 1,000      

6 -0,084 0,121 -0,030 0,014 -0,047 1,000     

7 0,175 -0,045 0,004 0,082 0,128 0,172 1,000    

8 0,058 0,150 0,176 0,149 0,204 -0,068 -0,010 1,000   

9 -0,106 0,097 0,047 -0,145 -0,250 0,062 -0,199 -0,008 1,000 

 

10 0,051 0,131 -0,095 -0,029 -0,064 -0,051 -0,068 0,167 0,109 1,000 

Extraction Method: Principal Component Analysis.   
 Rotation Method: Promax with Kaiser Normalization. 

 

The analysis used the Promax rotation based on the belief that the components, or policy packages, are 

probably not independent and likely to be correlated with one another. Table 5.6 presents the component 

correlation matrix. It is clear that none of the components are highly correlated. The highest correlation 

is between components 4 and 5, seemingly supporting interventionist views. There are also a number 

of negative correlations representing opposing policy mixes. 

 

5.5 Conclusions 

Chapter 5 presented the empirical analysis of the data collected using the questionnaire in a survey of 

students at the North-West University. This section explained how the survey was conducted and 

presented the correlations of the different items expressing policy views. It was clear that the 

respondents prefer different combinations, or packages, of policies and that these are not always only 

pro-market, or interventionist. The next step was to use principle component analysis to identify the 

combinations, or packages of policies that the respondents preferred. 
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The analysis identified 10 components, but with none of these it was possible to clearly classify the 

combination of views as only pro-market, or only interventionist, or as groupings of policies: fiscal, 

monetary, competition, international trade etc. The diversity of views and combinations of the views do 

not paint a clear picture of policy preferences. 

The flowing chapter presents the summary, conclusions and recommendations of the study. 
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CHAPTER 6: SUMMARY, CONCLUSIONS AND RECOMMENDATIONS  

 

This dissertation has argued that South Africa faces significant challenges, in slow economic growth, 

high levels of unemployment, and persistent inequality and poverty. Since 1994 various strategies and 

programmes have been put forward by government to spur growth and create jobs. It seems that though 

we may agree on the destination, there has not always been agreement on how we should get there. 

Whether it is market-led or government intervention, for policies to work, requires support by business, 

by labour, by communities. If these parties litigate, strike, or protest, there is little trust that the short-

term losses that may arise from the implementation of policy reforms, can be recouped by long-term 

gains. Thus, the argument was made that there is a need to know more about the policy preferences of 

ordinary South Africans. To the end, the study aimed to develop a questionnaire to measure policy 

preferences. 

 

6.1 SUMMARY 

The aim of this chapter 2 was to review the literature on policy preferences. The claim was that 

preferences should determine the choices available to policymakers. Preferences can be revealed 

through the ballot, voting with feet, or through surveys that ask people about their preferences. The 

literature showed that there are methods that can contribute to better identification of preferences. Even 

with these it is possible that there are differences between normative and revealed preferences. 

Differences may be amplified by the complexity of the issues, long time horizons, procrastination, and 

when there are limited opportunities to learn from previous decisions. The review of the empirical 

literature showed that there may be significant differences between stated and real preferences with 

regards to specific policy areas. It is important to qualify the preferences by knowing more about the 

characteristics of the respondents. The conclusion is that asking people about their policy preferences 

is a legitimate pursuit, but there is no simple recipe for this, and it is a process with many caveats and 

pitfalls. 

Chapter 3 gave an overview of the policy plans, strategies, and initiatives in South Africa since 1994, 

with a view to identifying the issues the public would have policy preferences about, and to highlight 

how worldviews shape preferences and policies. The conclusion was that in our mixed economy, 

policies have aimed to give roles to the public and the private sector, the state and the market. The 

private sector was seen as the main driver of investment, economic growth and job creation, with 

prudent macroeconomic policies and public infrastructure investment as the ways to crowd-in the 

companies. The public sector focussed on sharing the growth, and redistribution. This took the form of 
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a progressive tax system, social spending and employment regulations. For each of the plans there was 

criticism from the far ends of the ideological spectrum. For freemarketeers the regulation of the labour 

market was inconsistent with the drive to grow the economy and create jobs. For labour unions the 

fiscal discipline and strict monetary policy were inconsistent with the drive to grow the economy and 

create jobs. With some idea of the supply of policy, one can work deductively and decide what questions 

to ask that can measure preferences for policy. 

The explanation of the research method in Chapter 4 focussed on the development of the questionnaire. 

It provided an explanation of the U.S. example of the IMG Economic Experts Survey and how it can 

be used to develop a South African version of a questionnaire that aims to measure policy preferences. 

The process of the survey design was explained and all the South Africa survey items were discussed 

in detail. The questionnaire aimed to cover macroeconomic and microeconomic issues, but also 

included items related to fiscal and monetary policy, taxation, spending, competition, market failures 

and the role of the state. The aim was to reflect some of the supply of policies in the various plans, 

programmes and strategies and to capture the “issues of the day” that people will be familiar with from 

watching the news, or reading the newspaper. 

The data analysis and findings were presented in Chapter 5. This included an explanation of how the 

survey was conducted amongst students of the North West University. The student population was easy 

to reach for a pilot study, and in many ways conveniently homogenous in terms of age, education and 

experience. A total of 530 students participated in an online survey. The chapter went on to explain the 

empirical analysis undertaken with the data collected. Correlation analysis showed that the students did 

not prefer only the pro-market policies and oppose all the interventionist policies (or the other way 

around) – in fact they seem to “agree” or “disagree” with combinations of policies. Subsequently, factor 

analysis was used to identify the policy packages. In total, ten policy packages were identified and 

discussed. The conclusion was that with none of these it was possible to clearly classify the combination 

of views as only pro-market, or only interventionist, or as groupings of policies: fiscal, monetary, 

competition, international trade etc. The diversity of views and combinations of the views do not paint 

a clear picture of policy preferences. 

 

6.2 CONCLUSIONS 

Economists like to write about policy, policy implementation, credibility, consistency, and sometimes, 

policy uncertainty, but they often discount people’s policy preferences, assuming that these are revealed 

at the ballot box by a log-rolled median voter, or through voting with their feet. This dissertation argued 



   65 
 

that it may be interesting to ask people and aimed to develop a questionnaire that could be used to 

measure policy preferences. 

The conclusion is that the pilot sample of students did not hold clear pro-market, or pro-intervention 

views. They preferred combinations of policies that trained economists might find mutually exclusive. 

However, the study did not set out to definitively determine policy preferences, but only to start to 

develop an instrument to do try to do this. As such, the process was thorough, and the questionnaire 

now exists for further use and refinement. 

 

6.3 RECOMMENDATIONS 

The recommendation of this study is to use the questionnaire and collect more data for analysis. The 

study has several limitations that can be addressed through further use and refinement of the 

questionnaire: 

 The student sample that is not representative of the general public or regular citizen. Similar to 

the IMG survey, this questionnaire can now be made available via a web site. Greater variation 

of the type of respondent and more observations may improve the identification of the policy 

packages that people prefer.  

 The data collected in the pilot study did not allow for analysis in terms of the characteristics of 

respondents. The review of the literature showed that the characteristics of respondents matter 

for their preferences and a greater number of respondents, and different respondents, will make 

it possible to characterise the preferences for policy packages better – are there differences by 

age, gender, or education, or occupation? 

 Repeated use of the questionnaire will also allow one to refine the wording of the items. Despite 

our efforts to avoid economic jargon, the statements can be academic, or technical, and 

reformulations in laymen’s terms will improve the tool. 

Even if the broader use of the questionnaire does not yield clear results, it may still be useful to start a 

conversation about the combinations of policies that South Africa needs to address that challenges we 

face, and a way that academic economics can reach out to the public and policymakers at the same time. 
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