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Executive Director, Law Review Project
What must South Africa do to be more like winners and less like losers? This is the question asked and answered in Leon Louw’s, Habits of Highly Effective Countries, Lessons for South Africa released today by the Law Review Project.

According to him, “statistical analysis of the world’s most and least successful countries shows that, out of hundreds of options, there is a short list of policies associated with winners and losers respectively.” 

He laments that “the average South African is poorer in inflation-adjusted currency than in 1970 because apartheid entailed policies associated with losers, which meant that the economy stagnated for the last quarter century of apartheid. It started improving after transition, but nowhere near the government’s high-growth targets despite the fact that we have better scores than the world’s top performers on most factors associated with success.”

“Comparisons between SA and the characteristics of winners and losers suggest that our lacklustre performance since transition is due to not having all the fundamentals in place – we are held back by a few critical factors not yet corrected.” 

For South Africa to be a winning nation, “policy makers need a simple question answered”, says Louw: “Which policies coincide with which consequences?” His view is that policy makers “seldom get good answers. They are bombarded with biased advice from vested interest lobbies, self-serving bureaucrats, academic ideologues and sensation-mongering media. Policies are implemented without accurate information on whether intentions are likely to materialise, what risk there is of unintended consequences, and which policies have succeeded or failed elsewhere.” 

His view is that “for successful policies to be adopted, policy makers and their advisors need ‘the policy maker’s question’ answered for every policy goal. They need to know, for example, why some countries are rich and others poor; what explains high and low levels of crime and corruption; which factors enable citizens to live longer healthier lives; why illiteracy is often rampant where education budgets are biggest; why Africa has been the only regressing continent for a generation; why the average South African was poorer in 2004 than in 1970; what makes some third world countries prosperous when they are surrounded by seas of destitution; how the policy mix must change for a country to coincide more with the world’s winners and less with its losers; whether prosperity entails negative or positive trade-offs with equality, justice, resource depletion and the environment; why some former colonies are amongst the world’s richest countries and some stagnate for generations under the so-called ‘colonial legacy’; why poor people risk their lives getting into countries where governments do not want them and do less for them; which social policies coincide with rising living standards; whether development aid promotes development; and if labour laws benefit people with jobs at the expense of the unemployed.”

“The ANC resisted enormous temptation, pressure and criticism when it stuck during its first decade with ‘neo-liberal’ economic policies. Should it have done so? Yes, according to the world’s experience” writes Louw. “On the Economic Freedom Index, South Africa’s rating declined from 6.9 in 1970 to 5.3 in 1990 (zero is unfree; ten is free). Since transition it rose back to 6.9 in 2003. By 2003, South Africa climbed from 70th out of 120 countries to join the upper third, as the world’s 38th freest economy. Paradoxically, a ‘left wing’ revolutionary regime reversed the interventionism of its ‘right wing’ supposedly pro-market predecessor.” It applied market ‘fundamentals’, according to Minister of Finance, Trevor Manuel, who queried why it wasn’t rewarded with the levels of economic growth and job creation predicted by having ‘the fundamentals in place’. 

“We now know the answer”, says Louw, “because not all fundamentals are in place.”

The study applied “20:20 analysis”, which establishes what “distinguishes the 20 best from the 20 worst countries at achieving individual policy objectives.”  The study found that South Africa has better scores than the 20 best in most cases and is worse in only a few “which, if corrected, means we could be one of the world’s most prosperous countries in just twice as long as the period since transition.”  

The publication has nearly 100 illustrative tables, graphs and charts, such as this one which shows “that South Africa is no special case; it’s economy performed as predicted by the world’s experience in that prosperity declined with falling economic freedom under apartheid, and increased in sympathy with more economic freedom under the ANC.”
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Louw argues that “instead of being frustrated by low growth during the first decade of democracy, and compromising its policies by creating ‘a greater role for government’ or dismissing ‘market fundamentalism’, the ANC can proclaim victory and apply its proven policies with intensified expedition and resolve, especially by addressing those few which are not yet in line with the internationally proven winning formula.” He warns against the “ominous development last year of the first reversal of the positive trend since 1994. The evidence shows that the country is likely to enjoy continued and accelerated prosperity only if it the government maintains or increases its lead where it is ahead, and catches up where it lags.”

The first table ranks areas where South Africa leads the average for the world’s Top 20 and the second where it lags:
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These can be consolidated by type to provide the proverbial ‘bottom line’, which is that the world’s experience suggests that SA will prosper if, and only if, it: 

1. reduces crime; 

2. relaxes and preferably scraps exchange control;

3. reduces time people have to spend with bureaucracy;

4. relaxes or scraps insistence on centralised bargaining;

5. shifts from spending on economic regulation and parastatals to spending on transfers and subsidies.

And if it sustains, preferably increases, its lead regarding:

6. the rule of law;

7. foreign trade liberalisation;

8. business liberalisation;

9. banking and financial market liberalisation.

Referring to three, eight and nine, Louw says “there has recently been a potentially serious shift in the ‘wrong’ direction with the spate of measures entailing substantial costs without quantified benefits, and which have compromised the commitment to the rule of law by virtue of the shift away from the separation of powers (transferring legislative and judicial functions from the Legislature and Judiciary to the Executive), replacing legal certainty with discretion, relaxing the state’s burden of proof in criminal matters, abandoning the presumption of innocence, double jeopardy by allowing criminal and civil proceedings for single offences, abandoning time-honoured principles of due process, replacing criminal sanction with ‘administrative’ and ‘civil’ penalties (even where no offence is proven), having such penalties far in excess of those considered appropriate by criminal courts, and so on.“

Louw welcomes the new unit in the Presidency to review excessive regulation as being “consistent with what winners do”. The government’s AsgiSA commitment to high growth “may also result in positive reforms.” His conclusion is that what the world’s experience tells us is that prosperity is not a matter of destiny but a matter of choice.
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