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A
s South Africa faces a new round of par-
liamentary elections this April, the country 
confronts a host of difficult political and 
economic challenges. How politicians face 
these challenges and how they manage the 

transition period are issues of concern for policy makers 
around the world. The new government would best serve 
the country’s poor by improving entrepreneurial opportu-
nities and establishing a rights-based foreign policy.

Political anD economic climate 

South Africa has successfully transitioned from an oppres-
sive, racist regime to a multi-ethnic democracy. Despite a 
recent economic downturn, South Africa remains the economic 
powerhouse of the African continent with recent growth rates 
between 3 and 5 percent per annum (see fi gure 1). 

These strengths may ensure further economic growth and a 
deepening of the broadly participatory democratic practices 
of the past fourteen years. But there is reason for concern. 
Serious issues threaten the nation’s continued development: 
an increasing gap between rich and poor,1 unemployment 
rates over 20 percent,2 poor educational outcomes,3 and high 
crime rates.4 

(Source: OECD, African Economic Outlook 2007, 487)

Figure 1: real gDp groWth anD per capita gDp ($ ppp at current prices)
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With Zimbabwe’s continuing foreign policy crisis on its door-
step and with unrealized opportunities to improve economic 
integration and expand entrepreneurial opportunities for its 
citizens through trade,5 South Africa also faces important 
challenges in the international arena. 

Domestic anD international ProPosals     

A new government can make policy choices that lessen 
resentment among the poor, quell xenophobic violence, and 
increase investor confidence in the country’s future. However, 
in order to spur job creation, improve educational outcomes, 
and increase security, a new government will need to adopt pol-
icies that expand entrepreneurial opportunities, make it easier 
to hire and fire workers, and limit predation effectively.      
           
Creating Jobs 
To increase employment in South Africa, the new government 
must commit to helping all South Africans, not just union 
members and other groups recent governments have favored 
politically. Three policies in particular would support entre-
preneurship and expand employment opportunities. The gov-
ernment should:

Create a two-tiered minimum wage structure. 1. 
 
Currently, South African youth find it very difficult 
to obtain formal sector employment.6 A two-tiered 
structure would allow employers to pay young work-
ers (e.g., ages 16 to 25) a lower wage than the govern-
ment requires for other workers, giving employers an 
incentive to hire young workers and provide them with 
much-needed on-the-job training.

Allow for freedom of contracting in labor relations 2. 
through the use of special exemption certificates. 
 
Special exemption certificates would provide a tempo-
rary dispensation for all currently unemployed workers 
as well as employers from extensive labor law require-
ments, such as sectoral minimum wages, workplace 
benefits, and costly termination procedures. They 
would, in a sense, create individualized, moveable eco-
nomic zones associated with particular workers, not 
particular areas.

Create special economic zones to encourage business 3. 
development, job creation, and skills training.  
 
Special economic zones—also called free-trade zones, 
export-processing zones, and free ports—are areas 
within a country where laws and regulations are modi-
fied in order to encourage business development. These 
areas generally allow for low-duty or duty-free import 
of materials needed to manufacture products created 

within the zone, offer lower corporate tax rates, and 
impose fewer regulations on the labor market. China, 
India, and Mauritius have these zones, which serve as 
powerful engines for job creation.7 

Encouraging Experimentation and Educational Entrepreneurship

South African students do not receive the education they need 
to succeed in a globalized economy.8 Thus, a new government 
needs to consider ways to improve the education sector. The 
following three policy options that would increase flexibility 
and responsiveness in the educational system: 

Modify teacher certification requirements so that 1. 
schools, particularly private schools, can hire based  
on competence.  
 
The government should remove the requirement that 
all certified teachers have a Bachelors of Education 
degree and instead certify teachers based upon compe-
tence in a subject area (e.g., biology, math, or history).

Reduce administrative burdens for teachers in both 2. 
public and private schools.  
 
The Organization for Economic Co-operation and 
Development (OECD) reports that teachers are spend-
ing increasing amounts of time on administrative 
tasks and not on teaching.9 A new government should 
identify ways to reduce the administrative burdens 
associated with overlapping jurisdiction and report-
ing requirements, thereby lowering the costs associ-
ated with providing education and increasing the time 
teachers spend in their classrooms. 

Encourage the entry of more private-sector educational 3. 
entrepreneurs by reducing the costs of opening and 
operating schools. 
 
In combination with the introduction of a more flex-
ible approach to curriculum development and teacher 
certification, private educators may be better able 
to respond in creative ways to student and parent 
desires. To encourage the entry of more private edu-
cational entrepreneurs into the education system, the 
 government should exempt private schools from the 
 requirement to comply with negotiated salary scale of 
unionized teachers and/or ease up on onerous adminis-
trative reporting requirements.10 

Increasing Security for All South Africans

A new South African government faces many challenges in 
terms of reducing crime and improving security. Citizens do 
not report crimes if they believe the police are either unin-
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conclUsion

The challenges facing a new government in South Africa 
are substantial, but so too is the nation’s potential. South 
Africa has been an African success story. With a new focus 
on expanding opportunity and good governance, it would con-
tinue to be one, playing an ever more meaningful role in the 
region, continent, and world. 

enDnotes
 
For more on South Africa, read South Africa: Increasing Opportunities for 
the Poor, Country Brief 4 in the Mercatus Policy Series.

Income inequality in South Africa has remained high and relatively static 1. 
post-apartheid.  However, these figures hide an interesting develop-
ment.  Black South Africans remain the poorest group of South Africans, 
however, intra-racial inequality has increased while inter-racial inequality 
seems to have declined.  See Stephen Geld, “Inequality in South Africa: 
Nature, Causes, and Responses,” (forum paper, African Development 

terested or unwilling to help.11 Reducing crime rates and 
improving economic opportunity necessitates better “cus-
tomer satisfaction” levels with the police force by increas-
ing police visibility, reducing police response times, and 
encouraging more responsive interactions with community 
members.12 The South African Police Service should raise its 
recruitment requirements while also improving communi-
cations and responsiveness to citizens. For example, forums 
(such as Community Policing Forums) that bring the commu-
nity together with the local police might help improve crime 
reporting and might increase trust between the police and 
community members.

Expanding African Economic Integration 

Membership in multiple regional trade organizations limits 
the economic integration of African countries (see figure 2).13  
South Africa’s new government ought to move forward with 
integration strategies, such as common custom unions, insti-
tuting common markets, etc., in order to bring about further 
regional economic integration.14 

Promoting Good Governance 

Good governance is a vital component of development, 
growth, and stability.15 South Africa should:

Base its foreign policy strategy on the political ide-1. 
als and principles embedded in the 1996 constitution 
rather than on the interest of a particular coalition.

By promoting the respect for the rule of law and rights-based 
jurisprudence on which the new democracy was founded, 
South Africa can take the lead in advocating for good gov-
ernance rather than binding  itself to the current strategy of 
acting on African solidarity.16 

Work towards a more robust strategy for monitoring 2. 
elections. 

More and more countries are legitimizing their governments 
through elections, many of which are peaceful.17 However, in 
countries that have limited experience with peaceful transi-
tions, election fraud and violence often arise, especially when 
political parties engage in highly contested elections for con-
trol over allocation of government contracts, jobs, and gov-
ernment-controlled resources.18 If South Africa took a lead 
role in election monitoring in Africa, it could help stabilize 
future transitions. 

Model Good Behavior

If South Africa successfully cleans its internal house and 
becomes the driving force for reform and hope, it can fur-
ther extend its influence.19 A new government should expand 
 educational, cultural, and professional exchanges throughout 
the continent.

AFRICAN REGIONAL AND SUB-REGIONAL ORGANIZATIONS

34

This chart shows each state’s membership to different regional economic organizations, demonstrating 
the overlap and redundancy of certain organizations, and the inherent complexity of economic coopera-
tion between different African states.

African Economic Organizations

AMU: Arab Maghreb Union; CEMAC: Economic and Monetary Community of Central Africa; 
CEN-SAD: Community of Sahel-Saharan States; CEPGL: Economic Community of the Great Lakes 
Countries; COMESA: Common Market for Eastern and Southern Africa; EAC: East African Com-
munity; ECOWAS: Economic Community of West African States; ECCAS: Economic Community 
of Central African States; IGAD: Inter-Governmental Authority for Development; IOC: Indian 
Ocean Commision; MRU: Mano River Union; SACU: Southern African Customs Union; SADC: 
Southern African Development Community; WAEMU: West Africa Economic and Monetary Union
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Figure 2: incompatible regional memberships

Source: World Bank, “Regional Integration Assistance Strategy for Sub-Saharan Africa,” 
2008, 12, http://go.worldbank.org/89J65V2HB0. This chart shows each state’s mem-
bership in different regional economic organizations, demonstrating the overlap and 
redundancy of certain organization and the inherent complexity of economic coopera-
tion between different African states.
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ship in multiple regional trade organizations. The overlap in membership 
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eign  policy under former President Thabo Mbeki witnessed a greater 
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