Economic Dynamicism in KZN

- A Spatial and Performance
Perspective
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2012High Growth at 30% probebilty

012 Maderate Growth at 60% probabilty

2012 Negz ive Growh 2t 0% probablliy




2013 High Growth at 15% probability

N1 e ——— 2013 Moderate Growth at 40% probability
2012 013

2013 Low or Negative Growh at 45% probability
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2014 SA Economic

Outlook (%) 2013 2014 Initial | 2014 Adjusted 2015 2015 Adjusted
Potential Growth Rate 3.5 3.5 3.5 3.5 3.5
World Bank 1.9 3.2 2.7 3.4

IMF 1.9 2.8 2.3 2.7 2.0
Treasury 1.9 2.7 2.5 2.5 2.0
SARB 1.9 3.0 2.6 3.1

FNB 1.9 2.7 3.2

Old Mutual 1.9 2.7 2.5 2.5
Standard Bank 1.9 2.7 2.2

Capital Economics 1.9 2.3 2.3 2.5

Trade Economics 1.9 2.0 2.0 2.5

Investec 1.9 2.2 2.2 2.6

Nedbank 1.9 2.6 2.9 2.2
Sub-Sahara 4.9 5.4 5.4 5.5 4.5
World 3.0 3.6 3.9 3.5
Deweloping 5.0 5.0 5.5

Deweloped 1.9 1.9 2.3
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KZN Outlook (Population)
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ging Population (Total Population per Age Cohort per
vear)
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Urbanization Continuing (% Relative)
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KZN Outlook (GDP, 2010
EICRS)
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KZN Outlook (GDP, annual %)

7.00
6.00
5.00
4.00
3.00
2.00

1.00

0.00

2002 2003 2004 2005 2006 2007 2008 2010 2011 2012 2013 2014 2015 2016

-1.00

-2.00



KZN Outlook (GDP per Capita,
2010 prices)
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KZN Outlook (GDP per Capita,
annual %)
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KZN Outlook (Unemployment,
¥y
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KZN Outlook (Employment, q)
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KZN Outlook (Disposable

Income, 2010 prices)
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KZN Outlook (Inflation, %pa)
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Jobs, GDP and Business

J0B OPENINGS



Employment Projection (Q)

GDP Projection (R)

Business Projection (Q)

Agriculture, Hunting, Forestry
and Fisheries

Mining And Quarrying

Manufacturing

Electricity, Gas And Water
Supply

Construction

\Wholesale And Retail Trade;
Repair Of Motor Vehicles,
Motor Cycles And Personal And
Household Goods; Hotels And
Restaurants

Transport, Storage And
Communication

Financial Intermediation
Insurance, Real Estate And
Business Services

Community, Social And
Personal Services

Total

cUrtant Target Current Required
& Difference | Current GDP Required GDP Difference Number of Number of  Difference
Employment Employment . .
Establishments Establishment

92,500 129,300 36,800 | 12,573,832,535 14,689,209,858 2,115,377,323 1,605 1,860 256
21,250 29,704 8,454 3,270,349,834 7,928,018,115 4,657,668,280 216 502 286
382,000 533,974 151,974 | 63,810,994,023 82,300,319,796 18,489,325,774 6,852 8,904 2,052

11,500 16,075 4,575 5,637,743,547 8,491,064,811  2,853,321,264 176 303 128
214,000 299,137 85,137 8,703,403,959  11,128,309,967 2,424,906,007 10,261 13,912 3,651
534,000 746,445 212,445 | 42,775,564,626 55,151,373,236 12,375,808,611 30,443 41,883 11,440
192,000 268,385 76,385 | 38,755,793,570 56,404,098,660 17,648,305,090 4,319 6,579 2,260
289,500 404,674 115,174 | 58,143,660,243 77,220,923,603 19,077,263,360 31,023 41,284 10,261
552,500 772,305 219,805 | 17,525,260,092 26,495,321,691 8,970,061,600 6,925 11,693 4,768
2,289,250 3,200,000 910,750 |251,196,602,428 339,808,639,737 88,612,037,309 91,819 126,919 35,101




Employment
per R1lm GDP

Agriculture, Hunting, Forestry and
Fisheries

Mining And Quarrying
Manufacturing

Electricity, Gas And Water Supply
Construction

Wholesale And Retail Trade; Repair
Of Motor Vehicles, Motor Cycles And
Personal And Household Goods;
Hotels And Restaurants

Transport, Storage And
Communication

Financial Intermediation Insurance,
Real Estate And Business Services

Community, Social And Personal
Services

Variables

Increase in
Employment

Increase in
GDP???

Increase in
Number of

Establishments
?7?
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Sector Performance

KZN GDP (Constant 2010 prices, %) 2010 2011 2012 2013 2014

Agriculture, forestry and fishing 0.68 9.17 1.15

Mining and quarrying 7.22 -0.89 2.12

Manufacturing 6.32 2.81 1.89
Electricity, gas and water 1.19 1.01 0.19
Construction 1.66 0.45 2.28

Wholesale & retall trade: hotels &
restaurants

Transport , storage and
communication

Finance, real estate and business
services

Personal services 0.60 2.69 2.27

General government services 3.41 3.68 3.96

4.51 4.75 3.44

2.20 2.78 2.54

1.24 4.14 1.98
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—5A - GDP at constant 2010 prices

——KZN - GDPR at constant 2010 prices
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Seasonally adjusted and annualised quarterly

Rates per Sector
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Sector Performance

Industry (‘000 000)

201491  2014g2 201493 2014g4  2015ql

Agriculture, forestry and fishing 4 381 7 702
Mining and quarrying 1 970 2 074

Manufacturing 18 962 19 573
Electricity, gas and water 2 532 2 644

Construction 4 945 4 940

Wholesale & retail trade; hotels &
restaurants

Transport , storage and
communication

Finance, real estate and business
services

Personal services 6 676 6 763 6 743 6 542
General government services 17 111 17 285 17 353 17 443

115438 120398 120534 122549 117 686

15 906 15 985 16 530 19 227

12 712 13 088 13 686 13 851

19 715 19 723 19 862 20 036




Sector Performance

2014q1 2014q2 201493 201494 2015ql
Primary Industries -1.67 5.09 7.93 2.06 6.50
AL, IO B -1.97 6.72 12.21 4.49 6.47
fishing
Mining and quarrying -1.00 -0.54 -2.39 -1.37 6.58
Secondary Industries 2.20 -0.52 0.30 0.83 0.87
Manufacturing 1.99 -1.39 -0.16 0.39 0.56
Electricity, gas and water 1.11 -0.76 -1.23 -0.36 0.30
Construction 3.57 3.18 3.14 3.31 2.35
Tertiary industries 2.36 2.09 2.23 1.89 1.89
Wholesale & retail trade; 138 0.43 114 0.61 0.59
hotels & restaurants
IS el ; SIEEE S 2.01 2.69 2.51 2.85 2.69
communication
FIEINDE; (22l GSiEle e 2.90 2.14 2.33 2.16 2.87
business services
Personal services 1.87 1.49 1.58 1.35 1.21
General government services 3.14 3.38 3.19 2.45 1.63
GDPR at constant 2005
prices (non-seasonal 2.07 1.57 2.06 1.61 1.95
adjusted annualized)
GDPR at constant 2005
prices (seasonal adjusted 2.35 1.43 1.87 1.66 1.76

annualized)




Yearly Provincial Contribution Rates per Sector
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Yearly Provincial Sector as a % of National

Sector GDP
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Contribution

Provincial GDP

National GDP Rating

Rating
Manufacturing 1 3
Finance, real estate and business services 2 7
Wholesale & retail trade; hotels & restaurants 3 4
Transport , storage and communication 4 2
General government services 5 8
Personal services 6 6
Agriculture, forestry and fishing 7 1
Construction 8 9
Electricity, gas and water 9 5
Mining and quarrying 10 10
Correlation 0.42




Change in Contribution O atag | e
Finance, real estate and business services 1 4
Transport , storage and communication 2 8
Wholesale & retail trade; hotels & restaurants 3 1
Construction 4 10
Personal services 5 5
Electricity, gas and water 6 6
Agriculture, forestry and fishing 7 9
Mining and quarrying 8 7
General government services 9 2
Manufacturing 10 3
Correlation -0.13
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Sector Performance

KZN GOS 2009 2010 2011 2012 2013

Agriculture, forestry and fishing

Mining and quarrying

Manufacturing
Electricity, gas and water
Construction

Wholesale & retall trade: hotels &
restaurants

Transport , storage and
communication

Finance, real estate and business
services

Personal services 13.43

General government services 4.77

6.31




=4=5A - Annual Gross Operating Surplus

== KZN - Annual Gross Operating Surplus

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013




—SA - Gross Operating Surplus

===KZN - Annual Gross Operating Surplus
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Annualised Quarterly Rates per

Sector
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Sector Performance

Industry (‘000 000) 201393 2013qg4 2014q1 201493

Agriculture, forestry and fishing
Mining and quarrying

Manufacturing
Electricity, gas and water
Construction

Wholesale & retall trade: hotels &
restaurants

Transport , storage and
communication

Finance, real estate and business
services

Personal services 3 266 3239

11 471 12 980
12 199 12 384

12 450 12776

General government services 2 764 2 807




Sector Performance

Industry 201393 201394 2014q1 201492 201493
Primary Industries -3.93 -3.74 15.46 8.70 25.00
Agriculture, forestry and fishing -6.58 -19.65 20.32 9.89 39.08
Mining and quarrying 1.86 10.24 6.79 2.01 -3.32
Secondary Industries 15.36 21.79 14.89 9.88 6.05
Manufacturing 12.77 22.53 11.33 7.24 6.35
Electricity, gas and water 11.89 12.32 9.86 8.36 4.44
Construction 27.11 27.80 28.64 17.44 6.91
Tertiary industries 6.75 4.45 9.04 5.82 7.06
Wholesale & retail trade; hotels & . . 10.20 2 90 c 5o
restaurants
LI storage apd 9.38 10.31 6.57 7.43 6.70
communication
FUEES rgal estate _and 2.13 -1.88 10.92 2.10 9.98
business services
Personal services 7.51 6.72 2.60 2.59 0.25
General government services 11.92 12.44 12.30 11.83 9.64
SN =i €S CpEEllig 7.88 7.52 10.89 7.20 8.22

Surplus




Yearly Provincial Contribution Rates per Sector
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Yearly Provincial Sector as a % of National

Sector GDP
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Sector Performance

KZN COMP 2009 2010 2011

Agriculture, forestry and fishing

Mining and quarrying

Manufacturing
Electricity, gas and water
Construction

Wholesale & retall trade: hotels &
restaurants

Transport , storage and
communication

Finance, real estate and business
services

Personal services

General government services




_ =4=SA - Annual Compensation of Employees

=f-KZN - Annual Compensation of Employees
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=—5A - Annual Compensation of Employees

=—KZN - Annual Compensation of Employees
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Sector Performance

Industry (‘000 000) 201393 2013qg4 201491 201492

Agriculture, forestry and fishing
Mining and quarrying

Manufacturing 13 316 15 489
Electricity, gas and water 1235 1480
Construction 2 743 2 993

Wholesale & retall trade: hotels &
restaurants

Transport , storage and
communication

Finance, real estate and business
services

Personal services 4 721 4 703

VAVAR! 8773
5014 5524

8 966 9 097

General government services 17 532 17 679




Sector Performance

Industry 201393 201394 201491 201492 201493

Primary Industries 7.82 7.39 2.27 3.14 7.19

Agriculture, forestry and fishing 7.48 7.26 6.22 7.75 7.26

Mining and quarrying 8.36 7.58 -4.29 -4.51 7.08

Secondary Industries 9.16 8.69 8.17 7.81 7.60

Manufacturing 9.94 8.98 8.71 8.39 8.12

Electricity, gas and water 7.62 10.33 8.55 7.86 7.26

Construction 6.19 6.43 4.98 5.04 5.26

Tertiary industries 9.34 9.42 8.33 8.31 7.58

Wholesale & retail trade; hotels & . >y A o .
restaurants

USRI storage a_md 6.79 7.03 6.86 7.92 7.47
communication

Finance, rgal estate _and - = e e v
business services

Personal services 6.56 7.88 5.93 6.89 6.43

General government services 10.85 9.37 9.95 9.22 7.17

KZN - Annual Compensation of 9.22 9.12 8.01 7.94 7.57

Employees
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Yearly Provincial Sector as a % of National

Sector GDP
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Populatio

n
Dynamic
S

2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013

2014

Mid-year estimates

Census Population

Di
National KZN KZ:;?:“Z’I of National KZN (I)(fZ Il::ai?:n?l rerence

43 685699 8986 857 20.57%

44 560 644 9 146 297 20.53% 44 819778 9584129 | 21.38% 0.86%

45454211 9308 565 20.48%

46 429 823 9761032 21.02%

46 586 607 9 665 875 20.75%

46 888 200 9651 100 20.58%

47 390900 9924 000 20.94%

47 850 700 10 014 500 20.93%

48 687 000 10105 500 20.76%

49 320 500 10 449 300 21.19%

49 991 300 10 645 400 21.29%

50586 757 10819 130 21.39% 51770560 10267 300( 19.83% -1.55%

52274945 10 267 300 19.64%

52 982 000 10456 900 19.74%

54 002 000 10694 434 19.80%




Medium mid-year

Population . Change in Year-
i _populatlon Year-on-Year el A
estimates by year

2002 9 659 485 1.07 0
2003 9 752 211 0.96 -0.11
2004 9 835 710 0.86 -0.10
2005 9 910 636 0.76 -0.09
2006 9974 344 0.64 -0.12
2007 10 045 594 0.71 0.07
2008 10 105 436 0.60 -0.12
2009 10 449 300 3.40 2.81
2010 10 645 400 1.88 -1.53
2011 10 819 130 1.63 -0.24
2012 10 267 300 -5.10 -6.73
2013 10 456 900 1.85 6.95

2014 10 694 400 2.27 0.42
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LABOUR FORCE

CHARACTERISTICS
FOR KZN

Q2 2011
Q3 2011
Q4 2011
Q1 2012

Q2 2012
Q3 2012

Q4 2012
Q1 2013

Q2 2013
Q3 2013

Q4 2013
Q1 2014

Q2 2014

Q3 2014
Q4 2014

Q1 2015

6 311 000
6 336 000
6 360 000
6 384 000

6 408 000
6 432 000

6 456 000

6 479 000
6 502 000
6 527 000
6 549 000
6 572 000
6 596 000

6 619 000
6 643 000
6 667 000

3 000 000
2 973 000
3 047 000
3 027 000

3 008 000
3 073 000

3 073 000
3 049 000

3 136 000
3 235 000

3 154 000
3 186 000

3 249 000

3187 000
3183 000

3 330 000

2 399 000
2417 000
2473000
2 423 000

2 429 000
2 441 000

2 399 000
2 424 000

2 440 000
2 569 000

2 527 000
2 527 000

2 480 000

2419 000
2 520 000

2 546 000

601 000
556 000
574 000
604 000

579 000
632 000

674 000
625 000

696 000
666 000

627 000
659 000

769 000

768 000
663 000

784 000

3 311 000
3 363 000
3313 000
3 357 000

3 400 000
3 359 000

3383 000
3 430 000

3 366 000
3291 000

3 395 000
3 386 000

3 347 000

3432 000
3 460 000

3 337 000

555 000
508 000
504 000
548 000

556 000
534 000

553 000
544 000

573 000
541 000

573 000
620 000

615 000

638 000
616 000

562 000



LABOUR FORCE
CHARACTERISTICS

FOR KZN

Q2 2011
Q3 2011
Q4 2011
Q1 2012
Q2 2012

Q3 2012
Q4 2012

Q1 2013
Q2 2013
Q3 2013

Q4 2013
Q1 2014
Q2 2014

Q3 2014
Q4 2014
Q1 2015

1 614 000
1 612 000
1677 000
1 650 000
1 686 000

1 734 000
1 709 000

1717 000
1 720 000
1 798 000
1 766 000
1741 000
1715000

1671 000

1 721 000
1725 000

469 000
492 000
499 000
449 000
429 000

399 000
376 000

383 000
409 000
440 000
434 000
478 000
450 000

459 000

469 000
456 000

94 000
95 000
95 000
92 000
92 000

90 000
98 000

95 000
92 000
108 000

96 000
96 000
85 000

79 000
102 000
154 000

222 000
218 000
201 000
232 000
222 000

218 000
216 000

229 000
219 000
223 000
231 000
213 000
230 000

210 000

228 000
211 000

2 399 000
2417 000
2472 000
2 423 000
2 429 000

2 441 000
2 399 000

2 424 000
2 440 000
2 569 000

2 527 000
2 528 000
2 480 000

2 419 000
2 520 000
2 546 000



LABOUR FORCE
CHARACTERISTICS FOR

KZN
Q2 2011 20.03 38.01 92.35 38.53
Q3 2011 18.70 38.15 91.37 35.79
Q4 2011 18.84 38.88 87.80 35.38
Q1 2012 19.95 37.95 90.73 38.06
Q2 2012 19.25 37.91 96.03 37.73
Q3 2012 20.57 37.95 84.49 37.94
Q4 2012 21.93 37.16 82.05 39.93
Q1 2013 20.50 37.41 87.04 38.34
Q2 2013 22.19 37.53 82.33 40.47
Q3 2013 20.59 39.36 81.23 37.31
Q4 2013 19.88 38.59 91.39 38.05
Q1 2014 20.68 38.45 94.08 40.14
Q2 2014 23.67 37.60 79.97 42.60
Q3 2014 24.10 36.55 83.07 44.12
Q4 2014 20.83 37.93 92.91 40.18

Q1 2015 23.54 38.19 71.68 40.42
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3 Quarter 2014 3 Quarter 2014

1,414,460 254 770
632,580 50,750
367,706 291,470
271,740 37,330
566,830 133,670
178,940 768,070

3,234,000 3d Quarter of 2014

3rd Quarter 2014 16,000
6,224
7,440
39,020
6,536
2,796
23,862
51,370
36,120
57,012 81,617
2,024 21,870
52,400 46,076
27,584 41,318
103,282
36,578

26,564




PERFORMANCE

Inflation

<«



Rate Rank
Beer 11.95 1
Alcoholic beverages 9.84 2
Alcoholic beverages and tobacco 9.79 3
Tobacco 9.65 4
Education 9.64 5
Hot beverages 0.58 6
Water and other services 9.37 7
Milk, eggs and cheese 8.59 8
Insurance 8.58 9
Spirits 7.70 10
Electricity and other fuels 7.31 11
Miscellaneous goods and services 7.16 12
Other food 6.78 13
Other running costs 6.47 14
Health 6.18 15




Maintenance and repair

Hotels

Household contents and equipment
Postal services and telecommunication
equipment

Package holidays
Communication

Vegetables

Transport
Bread and cereals

Oils and fats

Furnishings, floor coverings and textiles
Telecmmunication services

Private transport operation

Petrol

Rate
1.29
1.21

0.96

-0.49

-0.52
-0.90
-1.40

-1.42
-2.85
-3.19
-5.83

-7.39
-7.74
-11.01

Rank
44
45

46

47

48
49
50
51
52
53
54
55
56
57
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Financial services

Personal care

Hotels

Restaurants and hotels

Package holidays

Recreational and cultural services
Recreation and culture

Postal services and telecommunication equipment
Public transport

Purchase of vehicles

Health

Appliances, tableware and equipment
Household contents and equipment
Water and other services

Owners equivalent rent

Housing and utilities

Clothing

Tobacco

Wine

Alcoholic beverages

Cold beverages

Non-alcoholic beverages

Sugar, sweets and deserts

Fruit

Milk, eggs and cheese

Meat

Food

All Items

-15.00

-10.00 -5.00

April 2015 Inflation Rate

10.00

15.00
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KWAZULU NATAL BAROMETER
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KZN Barometer
(% Change YoY)




% change
% Changeona | % Changeona (% Changeona | on3years

Main and sub indices of Kwazulu-Natal Barometer ear ago month ago Quarter ago ago

Agriculture Index

Mining Index

Manufacturing Index

Electricity Index

Construction Index

Transport Index

Trade Index

Government

Finance, Real Estate and Business Services Index

Kwa-Zulu Natal Growth Index

Kwa-Zulu Natal Stress Index

Kwa-Zulu Natal Barometer




KZN Growth Index (% Change YoY)




KZN Stress Index YoY
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Main and sub indices of the
Kwa-Zulu Investment Monitor

Transport Equipment
Buildings
Civil Construction
Machinery
ICT Equipment
Transfers

Total Investment Index

% Change on a year

ago

14.5%
-6.2%
-1.9%
-5.5%
14.3%
-7.5%

-0.6%

% Change from a
guarter ago

3.2%

14.3%

-3.1%

-2.8%

8.2%

-7.7%

1.3%




KWAZULU NATAL RISK INDEX




Credit extended

R(aRna%OIIDgI(I:’?r Interest Rate Inflation Oil Price S(llJJgSa:::r:ltze Gold Price to the domestic e:jekgﬁg?; ;?:)%T;?gn
= 0, 0, i
USD) (R157=%)  (pa%) (USD) per pound) (USD) prlva(tsrﬁ)ector (2005=100)
Agriculture,
forestry and 20.00% 10.00% 5.00%  17.00%  30.00% 0.00% 10.00% 8.00%
fishing
'\g'l:‘;rr‘rgyi"’:]”gd 30.00% 0.00% 0.00%  10.00% 0.00% 40.00% 0.00% 20.00%
Manufacturing  35.00% 20.00% 5.00%  10.00%  0.00% 0.00% 10.00% 20.00%
Electricity, gas
S 10.00% 5.00% 5.00%  20.00%  0.00% 0.00% 10.00% 50.00%
Construction  10.00% 30.00% 10.00%  15.00%  0.00% 0.00% 30.00% 5.00%
Wholesale &
re,:zltlérsage; 10.00% 35.00% 20.00%  10.00%  0.00% 0.00% 25.00% 0.00%
restaurants
Transport ,
storage and 10.00% 20.00% 10.00%  30.00%  0.00% 0.00% 20.00% 10.00%
communication
Finance, real
etijztire]::sd 10.00% 35.00% 10.00%  10.00%  0.00% 0.00% 30.00% 5.00%
services
Personal and
General
Covernment 10.00% 35.00% 20.00%  0.00% 0.00% 0.00% 30.00% 5.00%

Services




Economic Indicator

Movement

Decreasing Increasing

Source

Appreciate or

Risk

Risk

Ran r lUSD ) [ [
Rand Dollar Exchange Rate Sl [PEFERRS Depreciate Depreciate APPIEEELS | SNEEED
Percentage R157 Increase or
Decrease Increase Sharenet
Interest Rate Bond Decrease
: HEDUESIR Increase or Decrease Increase Stats SA
Inflation Rate Annum Decrease
o USD per Barrel Increase or Decrease Increase Sharenet
Oil Price Decrease
US cents per Increase or :
: Increase Decrease [Indexmundi
Sugar Price pound Decrease
: USD per Ounce Increase or Increase Decrease | Sharenet
Gold Price Decrease
Credit e_xten_ded e Rand million Increase or Increase Decrease SARB
domestic private sector Decrease
PhyS|ca_I Colldnts @l IR E LY Index, 2005=100 LR Increase Decrease Stats SA
production Decrease

Risk Index Interpretation

Positive Numbers

Low or Decreasing Risk

Zero

Neutral Risk

Negative Numbers

High or Increasing Risk
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-0.31 -0.38
-0.15 -0.16
0.27 0.35
0.34 0.39
0.36 0.39

-0.36

-0.17
0.32

0.40
0.39

-0.33

-0.17
0.26

0.33
0.37

-0.34

-0.13
0.28

0.36
0.39

-0.13 -0.20
0.22 0.38
0.20 0.17
0.37 0.44

0.76 0.86

-0.18

0.31
0.20

0.44
0.76

-0.14

0.20
0.17

0.36
0.83

-0.18

0.28
0.13

0.43
0.80
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Step 1 = SA and KZN Building Plans
Approved data (Jan 1994 to Dec 2011)
Step 2 = SA and KZN Building Plans
Completed data (Jan 1994 to Dec 2011)
Step 3 = Apply 12 month moving average
smoothing to both

Step 4 = Construct lag (1 — 25) time
series of Dbuillding plans completed
variable

Step 5 = Calculate correlation coefficient
between approved and lag building plans
completed time series




Step 6 = Determine the highest lag
correlation coefficient

Step 7 = Calculate the RMSE between
building plans approved and lag building
plans completed

Step 8 = Determine the least lad RMSE
value

Step 9 = Compare best fit lagged building
plans completed between SA and KZN,
based on the correlation and RMSE
methods




13

14

14

10

12

Total

11

12

22

29

13

17

12

16

15

14

13

12

11

22

29

14

18




FISCAL STANCE
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1400 000 Total national government debt (R millions )
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KZN Provincial Fiscus

Government budgets over a three
year cycle called the Medium Term
Expenditure Framework (MTEF)



TheDivisioneofReventierandithelfis calfErame Wik

NATIONAL | Loi®0 LOCAL
GOVERNMENT GOVERNMENT

All national departments
KZN:

e 11 district municipalities
e 41 local municipalitie

PROVINCIAL

GOVERNMENT
KZN:

16 provincial
departments




The Division of Revenue and the Fiscal Framework:
Vertical Division of Revenue

Percentage shares: 2013/14
‘ w m National departments

H Provinces

® Local government
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REVENUE

Components and shares of equitable share formula by province, 2013/14

Education| Health Basic Poverty Ecor_lo_mic Institutional Weighted
share activity average

48% 27% 16% 3% 1% 5% 100%

Eastern Cape 15.3% 13.5% 12.7% 16.3% 1.7% 1M11%  14.2%
Free State 5.3% 5.4% 9.3%  5.4% 5.5% 11.1% 5.6%
Gauteng 17.3% 21.9% 23.7% 16.9% 33.7% 1.1%  19.4%
KwaZulu-Natal 22.7% 21.7% 19.8% 22.2% 15.8% 1M11%  21.3%
Limpopo 13.1% 10.3% 10.4% 13.6% 1.2% 1M11%  11.8%
Mpumalanga 8.5%  7.2%  7.8% 9.1% 7.0% 11.1% 8.2%
Northern Cape 2.3% 2.2% 2.2%  2.2% 2.3% 11.1% 2.1%
North West 6.5% 6.7% 6.8% 8.0% 6.7% 11.1% 6.9%
Western Cape 89% 1M1% 11.2% 6.1% 14.1% 11.1%  10.0%
Total 100.0%| 100.0% 100.0% 100.0%  100.0%  100.0% 100.0%
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BUDGETING FOR A MORE PROSPEROUS SOUTH AFRICA:
FORMULA FOR EQUITABLE SHARE USED FOR 2013/14 MTEF

Equitable Share formula

Component

Share
(weighting) %

Education share - based on the size of the school-age
population (ages 5 - 17) and the number of learners (Grade

R to 12) enrolled in public ordinary schools 48
Health share - based on the estimated demand for health

services according to age and gender, as well as data

obtained from the District Health Information System 27
Basic share - derived from each province's share of the total

population of the country 16
Institutional component - divided equally among provinces 5
Poverty component - used to reinforce the redistributive bias

of the formula 3
Economic activity component - based on the final Gross

Domestic Product by Region (province) data 1




Budget cuts in 2013/14 MTEF

Table 2: Equitable share allocation cuts - 2013/14 MTEF

201314 2014115 201516
1. Census data cuts (1123 908) (2 387 435) (3260 935)
2. Provision to buffer the impact of the 2011 Census 289915 696 600 1224143
3. KZN's baseline reductions after buffer (833 993) (1730 835) (2036 792)
4, 1%, 2% and 3% cuts (170703).....0..0.. (358424)....... (954 928)
5. Total equitable share reductions ejj"“(1 004 696) (2089 259) 2 591'7'20‘1_::
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2014/15 MTEF Fiscal Framework

Table 5: Summary of provincial fiscal framework

R thousand 2014/15 2015/16 2016/17
1. Receipts
Baseline Allocation 94 390 963 100 547 547 105 259 161
Transfer receipts from national 91771145 97 769 815 102 353 653
Equitable share 77 812 867 82 110 075 86 693 913
Conditional grants 13 958 278 15659 740 15659 740
Provincial own receipts 2619818 27771732 2905 508
Increase / (Decrease) in allocation 2472 606 3117979 1215674
Transfer receipts from national 2 308 780 2901432 932 398
Equitable share 325610 1237 479 1193 566
Conditional grants 1983170 1663 953 (261 168)
Provincial own receipts 163 826 216 547 283 276
Revised allocation 96 863 569 103 665 526 106 474 835
Transfer receipts from national 94079 925 100 671 247 103 286 051
Equitable share (after update of formula data & new money) 78138 477 83 347 554 87 887 479
Conditional grants 15941 448 17 323 693 15 398 572
Provincial own receipts 2783 644 2994 279 3188 784
2. Planned spending by departments 96718 134 102 508 629 105 702 539
3. Contingency Reserve 145 435 1156 897 772 296
4. Provincial cash resources 562 200 131 354 250078
5. Contingency Reserve 707 635 1288 251 1022 374
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Other
18%

% of Budget: 2013/14
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41%




Table 3: Summary of provincial payments and estimates by vote

Adjusted

Revised

R Audited O utcome o bl Egits Medium-term Estimates
201011 201112 201213 201314 201415 201546 201617
1. Office of the Premier 423807 485600 6758 620 854 745439 Te2405| T4 7238% 7684
2. Provincial Legisaure 098 W05 43718 #7120 454820 454820 | 49118 455904 4R03%2
3. Agricuture, Enviro. Affars & Fural Dev 20458% 2475378 2849212 2862582 2850023 2850023 | 3070155 3083537 3241463
4. Economic Development and Tourism 1624311 1534168 1685848 1837 015 1979851 2107616 | 1946940 2037191 2102627
5. Educaton 08746616 337909217 35588285 | 37008579 37596762 TTIS3TT| 044690 42572630 42831812
6. Provincial Treasury 30893 0038 S840 884 929 653971 637693 | 834183 TR2AS  7H94M9
7. Hedth 074%6 24791118 27300533 | 280647877 20141344 20507402 30914 1% 32881579 33821760
8. Human Setfements 3089237 3042495 3377 3550676 3591370 3501370 | 3600282 3656033 3907814
9. Community Safetyand Liaison 120186 145239 135892 172347 171347 167521 181285 186 069 193 470
10. The Royal Household 30 627 59 408 61367 63 330 58745 62 804 54211 5% 53 58 549
11. Co-operafve Govemance & Trad Affairs 1002589 1106349 1314580 12476% 1246342 1246342 | 1348076 1302689 1435607
12. Trangport 5958923 6639855 7650308 8006335 8046081 3046081 9060585 9504027 10001955
13. Social Development 1416423 1934257 1985386 2325185 2315947 226307 | 2497952 2627481 2767 560
14. Pubic Works 1114209 1182268 1133314 1261 366 133731 1316396 1369361 1372793 2046 221
15. Artsand Culture MIH9  ROTR2 41974 544 954 691026 711165 705112 306706 805982
16. Sport and Recreation 276740  W078%  3B415 381349 401524 401524 456379 413283 43504
Jotal 67662724 78643854 85642236 | 89792204 91269384 91847746 | 96718 134 102508 629 105702 539



Summary of Expenditure - 2007/08 to 2012/13

Table 1. Summary of provincial expenditure vs budget by department; 2007/08 to 2012/13

2007108 200809 200910 201011 i M3

R thousand
Overl Overl Overl Overl Over/ Over/
Actial | Budget | Under | Actual | Budget | Under [ Actual | Budget | Under [ Actual | Budget | Under [ Actual | Budget | Under | Actual | Budget | Under
I OffceottiePremier 401412 307080 | (4323 470704 466999 | (370) 429103 43678  6615| 423807| 4ot361| 27964 4GA600 49MM05 |  HA05| 6782|6759 11718
2. Provincial Legislaore 200999 | 219510  9O11| 247649| 249968|  2319| 2682%8) 309896 | 2666| 0909 dB161| 42| 00988 MY 76| 43TB| 431042 (676)
3. DAEARD 1260713 | 1963065 | 31112 | 17920824 | 167953 | 126711 | 1970012 | 1999301 | 20269 2045806 | 228840 | 162984 | 2479376 | 2461989 | 6611 204922 28420 5008
4, DEDT 141999 | 1476441 50472 1664342 | 1940681 | 261330| 2425318 | 2492401| 67083 | 1631736 | 1724798 |  93062( 1534144 | 1577568 | 43414 1685648 | 1780685 10387
5. Educafion G406 747 | 18836900 | 430153 | 22991742 | 22336 744 | (604 99)( 2620746 | 2605884 | (171892)] 26760756 | 29570060 | 809304 | 33799217 | 33227001 | (2216)[ 39586285 | 3672063 | 84578
6. Provincial Treasury 379645 | 678604 | 199019| 693565 | OST0139| (123426) 613902 49| (%0453 36B9%6 692500 | 303964 303H | 0024 1196%9( 518340 613235 948%
T, Health 14959441 | 13925426 | (1034 013)] 17103101 | 1578295 | (1320 116){ 20349276 | 16329163 | (2020113)] 20676 687 | 22120186 | 1441499 | 24791118 | 246690% | (122022)] 27390532 | 21290930 | (99602)
8. Human Setlements ~ 1522181| 1520850 |  (1331)| 1676146 | 1846160 | (2098)( 2492647 | 257373 | 61066 | 3089287 | 312566 | 23319 30424%5| 3084991 | 4249%| 337771 | 3377820 Y
0. Comm Safety & Liaion 78797 | 78800 3| 109287 109287 125012 127638 236( 12918 | 14074d| 11958) 45239 150139  4Q00( 13892| 16133 | 25442
10, TheRoyal Household 39114 | 37364 | (1760)| 47863 | 3936 | (8497 4040T| 40643 26| S034| 41149 (N5 %9409| 60643| 1234 61367| 65361 39
1. COGTA TALGS0 | TBA305| 306%5| 1020672| 1037816 17144 1023420 | 1093918 | 70498 | 1052179 | 1061903  974| 1106349 | 1155995 | 9646 | 1314560 | 1316127 1477
12, Transport J1ATO8| 3120081 (17AT)| S025223| 441805 | (607 168)( S1649% | 523179 | 66802 ( 595693 | 592652 | (6271)| 663085 | 6628044 | (11811)| 7650308 | THASTH| (65%4)
13, Social Development 1015188 | 1065223 | 50035 | 1232408 | 1207052 | (25.356)| 1361280 | 1361280 | 1438163 | 1666162 200019 ( 193427 | 1952966 18699 1985386 2062167 76781
14, Public Works 419297 | 419509 22 1329 7067 188[ 796169 798625  2406( 1114200 1333583 | 29374 ( 1162268 | 1212970 30702 1133311 | 1352368 | 219017
15. Arts and Culture D404 293200 79| MB650| 308ddd|  97OH| 290197\ 20738 | 8166 349369 364022| 19983 972 9818 66 479744| 479857 13
16. Spotand Recreation 160598 | 162777 | 2179 203267 20923|  S%6| 29342 266167 26%45( 216740 311065 45| 307836 63| 0497( odt1ar| 34163 20012
Total 44482953 | 4AS3T996 | 55043 [ 55520692 | 53200 53? (2328 170.{ 63609285 | 61909 99:7 (1899378g| 67699 057 | 71125 662::"3'4‘2'6'6.03 48 643830 | 78332035 | (311795)] 85642236 | 86182525 | 540 269




Summary of infrastructure - 2008/09 to 2012/13

Table 3. Summary of infrastructure expenditure vs budget by department: 2008/09 to 2012/13

2008109 200910 20101 01112 201213
Rthousand Overl Overl Overl Overl Overl
Actual | Budget | Under | Actual | Budget | Under | Actual | Budget | Under | Actual | Budget | Under | Actual | Budget | Under
1. Office of the Premier 12| 3765 3563 48| 5305 1] 2403 2663 H0( 1905 1905 GUT| 10048 5T01
2. Provincial Legislature 1406 | 1754 UG 378 4807 1064|273 7S84| 4802 1614|1355 | 12040 4796 53 531
3. DAEARD 02429 | 156627 64308| 117189 31414 1425] 64365 | 100488 | 44123 | 125490 12788 23| 176722 76722
4, DEDT 1493430 | 1493439 -| 17065265 | 1702004 | (3261)] 683881 6836880 (1) 507970 | 508498 628 454926| 454926
5. Education 1237408 1212968 | 35560 ( 13022501| 1398181 5930 1920260 | 1942480 | 22209 2198134 | 2216148 | 18014 2567702 | 2604217 | 36515
6. Provincial Treasury 150000 | 150000 150000 | 150000 543 | 40000 da564| 31264 39038 TTMA| 2012 54863 26890
7. Health 1007722 1218175 180453 | 1368348 | 1362471 | 14123 1079921 | 15667404 | 907483 | 1765981 | 1831516 65536 ( 2351599 | 2326837 | (24762
8. HumanSetflements 1606438 | 1570053 | (36385)( 2196041 | 2273465 | 77424 2821476 | 2801530 | (199%46)| 2750728 | 2702375 | (48363)[ 206223 | 206487 264
9. Comm Safety & Liaison
1(0. The Royal Household 6767 2750  (4031) 102 il 29 38| 3069 602r| 11528  5501| 16062 19732 3670
11, COGTA 162642 | 16319 63| 167TS6| 153463  (4293) 8196 792 (04 20625 43562| 14%7( 24225| 24089 (136)
12, Transport 4849739 | 4011062 | (838677) 3588106 | 3613971 | 25865 | 4248960 4157128 (1832) 4763652 | 4670800 | (92852)) 5567450 | 5564637 | (12813)
13. Social Development 62219| 86057 237i8| 85109 126512 41403 111952 111476 (476)] 165329 | 221688| 56359( 173546| 220378 466832
4. Public Works 65693 | 64995 (1138)] 60616, 80220 (3%)| 73978 G768T| 13709 51593 | 82761 31168| 67999 107744 | 19745
15, Arts and Culture 25| 39863 17265 2964 369%| 73| 68908 86569 17661 52492 5047 (1%45) 53636 0197 |  (3439)
16. Sport and Recreation 0718 41669  4%1[ 2189| 37481 10202 18153 37749 | 19596 30909 42118 M09 338/ | 4973 8138
/ P /N TN
Total 10885510 103361ﬁ (4978)| 10906415 | 11097254 |/ 190 839 11110860 | 11665927 /555067 481613 | 12 563 836 8‘7?73 117‘1 080 | 11858177 10’097
Overlunder-spending s % of infr budget \)6% w W \7\%_/ 9%



Classification of Expenditure

R L
: Payments Buildings and :
thousand, Budget Compensation of Good_s and Transfe_rs and for capital other fixed Machl_nery and
% employees services subsidies to equipment
assets structures
2003/04 Audited 25 476 494 63.17 18.41 9.08 9.05 6.71 2.34
2004/05 Audited 28 014 475 63.86 18.90 8.61 8.40 6.42 1.93
2005/06 Audited 33 307 079 58.86 21.49 9.39 10.11 7.94 2.10
AU Audited 36 881 397 59.35 21.74 10.95 9.75 7.44 2.27
ZVDTHOE Audited 44 482 953 56.17 10.88 11.44 10.24 7.98 2.25
AL 0T Audited 55 533 549 49.09 17.79 12.52 8.76 7.05 1.71
S Audited 63 809 285 55.81 19.93 13.68 8.49 7.22 1.25
2010711 Audited 67 662 724 58.10 19.15 13.64 8.34 7.35 0.96
2011712 Audited 78 643 854 58.54 20.17 12.12 9.05 7.49 1.49
2012113 Revised Estimate 86 467 069 57.84 20.97 11.95 9.15 7.78 1.32
2013/14 Medium Term
Estimate 89 792 204 58.76 21.65 11.25 8.23 6.98 1.23
2014/15 Medium Term
Estimate 93 458 978 59.96 21.95 9.56 8.41 7.37 1.03
2015/16 Medium Term
Estimate 99 578 731 59.81 22.28 9.09 8.72 7.69 1.02
Average 58.41 20.33 11.02 8.98 7.34 1.61
Period
Change 3.35 3.86 0.02 033 0.98 11.32
Range

14.77 4.48 5.07 2.01 1.55 1.37







2010 2011 2012
L KwaZulu- KwaZulu- KwaZulu-
Seisllilan Natal S Natal A Natal e
Private Households, Exterritorial
Organisations, Representatives Of |, o, 5 339 6 651 60 180 5 696 51 859
Foreign Governments And Other
Activities Not Adequately Defined
Agriculture, Hunting, Forestry and | ) o7 47 539 1738 16 047 1.605 14.702
Fisheries
Mining And Quarrying 163 2 331 248 3 860 216 3,292
Manufacturing 4911 29 922 7 592 47 755 6,852 42,901
Electricity, Gas And Water Supply 166 1380 245 1975 176 1,428
Construction 8 581 56 579 12 311 83 829 10,261 69,837
\Wholesale And Retail Trade;
Repair Of Motor Vehicles, Motor
Cycles And Personal And 23 167 175 263 35137 272 837 30,443 235,680
Household Goods; Hotels And
Restaurants
Transport, Storage And 3392 22143 5132 34 092 4319 28,550
Communication
Financial Intermediation Insurance, | ) ;g 173150 33686 270994 31,023 249,502
Real Estate And Business Services
Community, Social And Personal | 5 oo 46 406 8 726 65 659 6,925 53,977
Services
Total 71697 538 754 111 466 857 228 97 514 751 728




Number of Active CO and CC Entities per Province

Region Name 2005 2006 2007 2008 2009 2010 2011 2012
Eastern Cape 1366 3529 6060 15315 17093 10093 10295 3 318
Free State 3650 5238 7108 10515 8964 6 333 6 064 4 650
Gauteng 81878 83044 91465 146012 126496 90650 93152 60408
Kwa-Zulu Natal 19708 24638 26160 39364 38148 23209 23160 24774
Limpopo 2325 8557 10323 18242 16718 10326 8 913 1799
Mpumalanga 2958 10286 12771 16562 13414 8277 7 954 1 689
North West 1922 5344 5805 10389 9833 5974 5129 987
Northern Cape 316 755 1128 2044 2052 1257 1316 186
Western Cape 22136 23627 26343 32688 29377 22359 21859 26335
Total SA 136 259 165018 187 163 291 131 262095 178478 177842 124146
KZN as a % of SA 1446 1493 13.98 13.52 14.56 13.00 13.02 19.96
SA PA Growth 38.31 21.11 1342 5555 -9.97 -31.90 -32.15 -30.44
KZN PA Growth 51.67  25.02 6.18 50.47 -3.09 -39.16 -39.29 6.74
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UNEMPLOYMENT INSURANCE APPLICATIONS
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UNEMPLOYMENT INSURANCE APPLICATIONS

Total Urban Rural

Claims Claims Claims

Average 2007 | 9 665 7479 2 186
Average 2008 | 10724 8 509 2 215
Average 2009 | 14 938 12 015 2 924
Average 2010| 10517 8 503 2014
Average 2011 | 9531 7579 1 953
Average 2012 | 8777 6 853 1 924
Average 2013 | 12118 9 386 2732
Average 2014 | 12073 9 465 2 607




NUMBER OF NEW VEHICLE SALES

Annual Averages

Durban PMB RBay Port Shepstone New Castle Average
Pass+ LM, H,| Pass+ LM,H,| Pass+ L,M,H,| Pass+ LM,H,| Pass+ L,M,H,| Pass+ LM,H,
Mini Bus XCV [MiniBus XCV [MiniBus XCV [MiniBus XCV [MiniBus XCV [MiniBus XCV
Average
2005 1920 753 350 171 202 126 824 350
Average
2006 2182 888 424 193 225 167 944 416
Average
2007 1818 888 388 209 211 147 806 415
Average
2008 1315 701 260 161 167 114 581 325
Average
Average
2010 1214 480 248 131 138 85 118 73 99 51 363 164
Average
2011 1408 574 309 165 131 56 136 89 121 47 421 186
Average
2012 1802 673 357 166 184 75 158 106 134 49 527 214
Average
2013 1682 674 348 193 132 54 161 113 131 50 491 217
Average
2014 1755 677 377 199 126 55 157 116 136 48 510 219
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RECORDED BUILDING

PLANS PASSED Residential Non-Residential
Average 2006 127 160 63 488
Average 2007 123 057 61 758
Average 2008 126 125 91 731
Average 2009 66 799 61 135
Average 2010 59 895 41 759
Average 2011 53 684 70 915
Average 2012 51 539 55 941
Average 2013 61 640 64 943
Average 2014 72 017 71 067
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Civil Cases for Debt Pietermaritzburg Durban

Average 2005 1765 6 806
Average 2006 1 590 6 106
Average 2007 1 530 6 766
Average 2008 1 694 6 861
Average 2009 1 802 7 598
Average 2010 1 903 7 565
Average 2011 1384 5411
Average 2012 1779 3 539
Average 2013 1 564 3 802

Average 2014 1 485 2461



PMB and Durban Civil Cases for Debt
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Electricity Usage KwaZulu-Natal

Average 2005 3 587
Average 2006 3 598
Average 2007 3 599
Average 2008 3437
Average 2009 3 507
Average 2010 3510
Average 2011 3 494
Average 2012 3 363
Average 2013 3422

Average 2013 3457
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Cementitious Sales KwaZulu-Natal

Average 2003 120 020
Average 2004 134 766
Average 2005 154 524
Average 2006 165 973
Average 2007 176 982
Average 2008 179 747
Average 2009 172 410
Average 2010 158 748
Average 2011 163 930

Average 2012 169 769
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House prices KwaZulu-Natal

Average 2005 683 955
Average 2006 817 934
Average 2007 884 480
Average 2008 853 591
Average 2009 849 708
Average 2010 924 481
Average 2011 964 541
Average 2012 937 785
Average 2013 1 085 697

Average 2014 1151872
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Building Contractors Confidence Index: 1995 - 2011 (BER)
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Pretoria
21%

Johannesburg

Durban 56%
9%

Cape Town
14%

The Relative Size (sgm) of the SAA & B
Grade Property Market




BOOM MARKET
Excess Funding

Cwverbuilding
Increasing Rent Concession

Construction

saturated Market

Funding

Available Tightened Funding

Less

Increasing Rents _
Construction

RECOVERY Reduced
Stabilizing Rents Funding
RECESSION

Increasing Absorption
Minimal Construction



Total Air Passenger Movements
(Average pm)

KwaZulu-Natal

2006 349 164
2007 414 046
2008 386 935
2009 372 353
2010 406 478
2011 433 838
2012 410901
2013 391 019

2014 384 057
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Total Cargo Handled (metric tonnes)
Annual Percentage Changes

Richards Bay Durban Total - SA
Total Total Gross Total | Total Gross Total Total | Gross
Cargo Number [Tonnage Cargo I\IumbTonnage Cargo Numbe|Tonnag
Handled Handled| er of Handled
) of of ) of ) r of e of
(metric (metric [Vesse (metric
Vessels |Vessels Vessels VesselsVessels
tonnes) tonnes) | Is tonnes)
2005 1.09 -4.23 2.01 1.88 |4.86| 9.53 2.84 1.09 | 5.32
2006 -0.35 -3.10 -2.03 7.56 |7.05| 8.56 3.71 3.04 | 4.23
2007 -2.09 6.80 1.78 -451 |-0.79| 8.85 1.86 | -1.10 | 5.37
2008 -3.29 2.89 -1.27 -0.73 | 2.44 | 2.90 0.90 3.71 | 4.68
2009 -3.24 14.09 8.22 -9.74 |8.04| 12.87 2.16 5.27 | 6.40
2010 7.66 -5.97 -0.04 | 10.97 |-5.52| 3.31 2.99 | -6.88 | -0.28
2011 1.44 0.75 4.42 5.99 [-3.36| 0.76 5.42 | 18.54 | 8.42
2012 4.47 -5.27 2.11 -2.63 |[-5.68| -3.00 2.59 0.76 | 1.76
2013 4.73 11.00 6.15 431 |0.58| 4.06 1.94 0.21 | 6.84
2014 -6.58 5.23 3.75 23.28 [-5.71| 3.37 2.14 0.36 | 1.96




Total Cargo Handled (metric tonnes) ® Richards Bay ® Durban
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}JSE Main Board

ADAPTIT HOLDINGS LIMITED

ARGENT INDUSTRIAL LIMITED

BELL EQUIPMENT LIMITED

GRINDROD LIMITED

HULAMIN LIMITED

HWANGE COLLIERY COMPANY LIMITED
IFA HOTELS AND RESORTS LIMITED

MARSHALL MONTEAGLE HLDGS SOC ANON
MASONITE (AFRICA) LIMITED

MERCHANT & INDUSTRIAL PROP LIMITED

MR PRICE GROUP LIMITED
RAINBOW CHICKEN LIMITED
SANYATI HOLDINGS LIMITED

THE SPAR GROUP LIMITED
TONGAAT HULETT LIMITED

JSE AltX Board

BIOSCIENCE BRANDS LIMITED

CHEMICAL SPECIALITIES LIMITED

ERBACON INVESTMENT HOLDINGS LIMITED

IPSA GROUP PLC

IMUNITI HOLDINGS LIMITED

GOODERSON LEISURE CORPORATION LTD

SANTOVA LOGISTICS LIMITED

BSI STEEL
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The Spark Cash Index

AVERAGE CASH WITHDRAWAL BY REGION

Limpopo

-R512.92

Month-on-Month

‘am

Year-on-Year

‘ 7.05%

North West - R456.55

Month-on-Month

‘ 119%

Year-on-Year

‘ 032%

Northern Ca

pe -R511.70

Month-on-Month

§

Year-on-Year

‘ 7.91%

Western Cape - R457.46

Month-on-Month

‘am

Year-on-Year

‘ 0%

Eastern Cape - R512.19

Gauteng - R481.13

Month-on-Month

4 o=

Year-on-Year

4 ==

Mpumalanga - R533.31

Month-on-Month

‘sm

Year-on-Year

‘ 10.84%

Free State - R483.91

Month-on-Month

‘ 263%

Year-on-Year

‘am

KwaZulu-Natal - R511.95

Month-on-Month

‘ 4.19%

Year-on-Year

‘ 750%

Month-on-Month

$ o

Year-on-Year

‘am

*Month-on-Month = March 2014 vs. April 2014. Year-on-Year = April 2013 vs. April 2014




Eastern

Mpuma-

Morthern

North

Western

Month Cape Free State | Gauteng Hﬁiﬂ“' Limpopo langa Cape Wast Cape National
Apr-13 R43524 | R45235 | R455.72 R47580 | R479.73 | R4B14 | R47417 | R4BRI0 R418.37 R 461.65
May-13 R48256 | R44875 | R467.96 | R485.33 R477.88 | R4B4IS | R47AM R447.04 | R419.96 R 464.52
Jun-13 R4%404 | R47444 | R47435 | R4%RET R48505 | R49000 | R50155 | R467.28 R42237 R 47598
Jul-13 R48392 | R 446.69 R469.90 | R475.66 R47305 | R47333 | R487.00 | R449.66 R417.16 R 462.70
Aug-13 R48429 | R46153 | R47.19 R49474 | R48600 | R490.06 | R497.91 R 454.21 R 42152 R 471.81
Sep-13 R 479.89 R459.06 | R468.72 R 48522 R480.45 | R4B362 | R498.62 R 457.31 R42057 | R463.06
Oct-13 R475.22 R45666 | R468.10 | R48446 R477.06 | R4E755 | R49985 | R455.32 R42752 | R463.20
Nov-13 R509.19 | R470.11 R47845 | R512.28 R50303 | R522TM R52254 | R4%64 | RMBTT R 4592.31
Dac-13 R 523,61 R4T750 | R503.34 | Rb53248 R51824 | R527.10 | R51286 | R474.05 R 457,66 R 506.92
Jan-14 R50047 | R45798 | R468.40 | R482.18 R486.27 | R497.97 | R4%443 | R455.08 R 44351 R 476.38
Fab-14 R48599 | R46B.03 | R462.89 R 492,68 R490.26 | R49943 | R4E7.49 R 45041 R44424 | R47598
Mar-14 R48243 | R4TS0 | R475.26 | R491.34 | R49780 | R506.81 R 492.69 R451.18 R 44158 R 477.35
Apr-14 R51218 | R4839 R481.13 | R511.95 R51292 | R533.3 R511.70 | R456.55 R457.46 | R435.20




Macro Economic Indicator 2011 2012 2013
GDP Growth Rate 3.69 2.95
Population Growth Rate 1.63 -5.10 1.85
Employment Rate 80.08 78.98 78.95
Unemployment Rate (Expanded Def) 38.72 39.24 39.04
Consumer Price Index (All ltems) 4.61 5.98 5.67
Number of Civil Cases for Debt (average pm) 6 794 5318 3691
Electricity Usage Rate -0.45 -3.74 -0.74
Cement Sales Rate 3.26 3.56

Average House Prices Rate 3.75 -2.33 15.77
New Vehicle Sales Rate 13.79 14.79 -2.08
Building Plans for Residential Properties Rate -23.83 23.86 26.66
Building Plans for Non-residential Properties Rate 40.71 -32.20 3.54
Number of New Patents Rate

Unemployment Insurance Applications Rate -9.37 -1.82 -60.77
Number of Active CO and CC entities Rate -0.21 6.97

King Shaka Passenger Movement Rate 6.56 -5.61 -5.58
KZN Risk Index 0.29 0.20 0.72
KZN JSE Listed Entities Index Rate 2.32 25.29 6.82
Total Cargo Handled (metric tonnes) Rate 3.71 0.92 5.89
KZN Business Confidence Index 73.25 69.34




KwaZulu-Natal BCI

2013 2012 2011 2010 2009 2008
Pietermaritzburg Business Confidence
Index 50 68 63 59 64 66
Durban Business Confidence Index 70 69 75 69 06 68
Richards Bay Business Confidence
Index 42 79 74 67 69 61
Port Shepstone Business Confidence
Index 69 67 61
Rest of KZN Business Confidence
Index 53 71 78
Provincial Business Confidence Index 65 69 73 6/ 66 67
Product Business Confidence Index 52 70 72
Services Business Confidence Index 58 85 74




KwaZulu-Natal BCI
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KwaZulu-Natal BCI

As a % of Total Responses

Present business/trading conditions are?

Your expected sales performance over

the next year?

Excellent
Good
Fair

Poor

Very poor

Much better
Better
Same
Worse

Much worse

2013

13
54
29

15
35
38
16

2012

18
54
25

12
51
27
18

2011

22
50
27

55
32
11

2010

20
48
21

12
39
28
18

2009

27
40
15
15

25
40
25
10

2008

27
46
17

10
38
25
23



KwaZulu-Natal BCI

As a % of Total Responses

2013 2012 2011 2010 2009 2008
| am expecting to expand my business
operations during the year?

Yes, definitely] 9 14 10 11 2 13
Yes 27 35 37 29 18 33

Maybel 31 24 28 28 39 21

No 34 28 28 27 33 24
Downsizing 7 8 6 5 8 10

| am expecting to expand my workforce
during the year?

Yes, definitely 3 3 5 8 1 7
Yes 23 23 19 21 12 19
Maybel 24 33 30 27 34 22
No 50 40 46 39 38 43

Downsizing 9 10 9 6 16 9



KwaZulu-Natal BCI

As a % of Total Responses

| have experienced an increase in
economic activity in the local economy

during the past year?

Yes, definitely
Yes

Maybe

No

No, definitely

2013

20
18
44
17

2012

23
21
45
14

2011

25
14
47
18

2010

22
14
49
11

2009

42
16
38

2008

37
19
31



KwaZulu-Natal BCI

m PROVINCIAL
m REST OF KZN

80.0 = PORT SHEPSTONE
28.0 m RICHARDS BAY
= DURBAN
76.0
PMB

74.0
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70.0
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66.0
64.0

62.0

60.0

Product Entities



KwaZulu-Natal BCI
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STRUCTURAL TRENDS




Output of
Industries KZN
(Supply Table)

Primary Products

Agriculture, Forestry and Fishing
Mining and Quarrying
Secondary Products
tanufacturing

Electricity, Water and Gas
Construction

Tertiary Products

Wholesale & retall Trade; Hotels
and Restaurants

Transport, Storage and
Communication

Finance, Real Estate and
Business Services

Personal Senvices
General Government Services

Purchases by residents

96 583
57016
39572
628041
562 208
16 298
48535
507 488

31398

96 243

200 613

59105
104 374
10850

12132117

g2 T3
49 853
38861
512514
448 244
15610
48 60
573664

106679

05 822

195 515

58 440
106 358
10 850

1174891

Primary Industry

Secondary Industry

Tertiary Industry

Whilesal Finance
ﬁg'rlz..ltl. Mining Electrici Ef;;j;a | Transpart, Rea Person  Genera
' and Manufactur ty, Constructi ’ Storage and Estate 3 Governm
Forestry : Hotels
and Quarryl ng Water an and Communicat and Service ent
) ng and Gas ion Business 5 Services
Fizhing Restaura :
Services
rits
6 241 35949 75 ] 0 0 i i] ] 0 E3015%
6 241 ] 775 ] 0 0 ] ] ] 0 47016
0 35949 0 ] 0 0 i i] ] 0 35999
283 1724 296 025 10857 48 303 0 151 i] ] 0 358 863
0 ] 293 406 ] 0 0 151 ] 0 0 294977
0 1724 2619 10857 0 0 i i] ] 0 15 300
283 i] 0 ] 48 303 0 i i] ] 0 48 586
0 23N 15176 16 76 1278 118 206 94671 143653 52090 104188  S48372
0 58 0 Elg 0 104 653 i i] ] 0 105 528
0 3le 0 15877 0 0 72005 i] ] 0 B8 199
0 Mg 13 6ok 43 1278 19N 22 665 14142 ] 0 141 795
0 b2 1330 ] 0 1107 i 1980 52 090 0 5718
0 570 181 ] 0 a78 ] 247 0 104 188 105662
0 i] 0 ] 0 0 i i] ] 0 0

46524

40097

3197

96 242

143653 52080

104 188

56498

2337

2862
153 651

153 267
310
M

25292

1618

16 487

4 369

1351
6a7
10850

Total supply at basic prices



Lse of Industries KZN (Use Table) Primary Industry Secondary Industry Tertiany Industry
Whalasal Finance
inance,
ricultur e & retail
he e” ' Mining _— o IﬂE'I Transpart, Real  Person  General
' and  Manufacturi U constructi ™% Storapeand  Estate al Govern
FOrEStY  payi Y, Water on HOES  Communicati  and  Sevice  ment
and " * and Gas and Inl: | Business sl S-eru'lces
Fishing " Restauran : ! '
Services
(n
Primary Products Of SEE 95 588 1674 910 311 TRY T 1 17 380 6l 27 iE07 330023 15434
Agriculture, Forestry and Fishing 57016 57016 942 i 271233 4 2 177 3 32 4 173 28576 3128 5312
Mining and Quarrying 30572 39572 132 ap3 5839 78S 113 1 14 348 5B 55 9495 29895 182
Secondary Products 628 041 2B 042 12 BBl 14 610 133 855 3967 32444 21879 22938 13913 2615 12750 | 281835 | 120330 | 225877
Manufacturing 562 208 5h2 208 12456 13510 127715 2441 29436 21 606 20500 1215% 2409 21683 | 263912 | 107714 | 190583
Electricity, Water and Gas 16 248 16 298 358 59 4049 1466 378 1B 149 1] 4 534 7555 3300 5344
Construction 49535 49535 45 511 2081 &0 2630 256 1289 1757 132 536 10 368 9116 29950
Tertiary Prodects 507 438 507 489 5527 13358 43960 5048 B Ted 29407 23558 5B 182 X564 59979 | 274347 18798 216056
Wholesale & retail Trade; Hotels and
I 31398 31398 500 1ER 610 450 160 1157 1dbd 16397 185 a1 G622 1265 a5
Restaurants
Transport, Storage and Communication 96 248 95 248 3315 9333 17 B03 2983 1060 TETE a7z 9060 385 5501 | BBE32 8530 19 887
;g‘::li feal Estate and Business 00613 200613 943 30 16821 1586 7294 20193 10419 42505 7725 20493 | 131120 | 4516 | 64978
Personal Serices 59105 59105 131 118 1430 5 43 BS 335 4D 16597 19643 | 39267 267 19571
eneral Government Sendoas 109 274 108174 b3E 5N 1236 5 07 316 1628 4081 1672 14131 | 30507 Efril 75 545
Purchazas by Residants 10850 10850 10850
TOTAL USES AT PURCHASERS PRICES 20061 1B ETE 210936 9804 41923 51464 46 513 71475 19240 E2959 | 594253 172151 | 467427
TOTAL GROSBS VALUE ADDED / GDP 26463 11219 101 040 17 BEY 7h5E b6 742 43729 71178 J2B50 21229 | 395998




Final Consumption Gross Capital Formation Exports

Hous;f;cl)slﬂs Iz Government | Changes in Inventory GFCF International National
7,309 0 157 0 3,810 3,911 15,187
2,684 0 1,191 6,628 1,016 1,218 12,737
39,856 0 818 18,886 21,834 15,454 96,848
21,711 0 543 5,643 8,217 10,540 46,654
4,122 0 275 1,071 1,560 5,263 12,292
4,149 0 0 1,788 1,570 669 8,177
22,406 0 0 0 9,035 10,502 41,943
31,526 0 0 8,819 9,943 28,902 79,190
10,426 0 0 0 3,946 10,649 25,021
20,593 49,652 0 0 0 5,000 75,245
3,101 0 0 0 7,487 0 10,588




Production ( Intermediate Consumption)

Agriculture

Mining and Quarrying

Manufacturing

Transport, Storage, and Communications
Electricity, Gas and Water

Construction

Wholesale, Retail Trade, Hotel

Finance, Real Estate and Business Services
Personal Services

General Government Services

Dir. purch. in domestic market by non-resid.

13,303
3,667
68,013
28,980
5,367
7,552
42,161
50,776
17,677
32,483

Taxes less subsidies on production
Compensation of employees

Gross operating surplus

0
130,284
96,750

30,498




#WKZN accounts for about 16.30% of National GDP (2001 to 2009 actual Stats
SA Releases)

#WKZN accounts for about 16.59% of National Fuel Consumption (2002 to 2009
actual DME)

#WKZN accounts for about 13.43% of National Buildings reported as completed
(2001 to 2009 actual Stats SA Releases)

#WKZN accounts for about 15.99% of National Cement Consumption (2001 to
2009 actual C&ClI)

#WKZN accounts for about 19.58% of National Electricity Consumption (2001 to
2009 actual Stats SA Releases)

#WKZN accounts for about 15.32% of National Number of Taxpayers (2005 to
2008 actual SARS Release)

#WKZN accounts for about 10.67% of National R$D Expenditure (2001 to 2008
actual SCIR Release)

#WKZN accounts for about 18.71% of National Employment (2009 to 2010 actual
Stats SA Release)



Buildings Total Number
reported as| Cement | Electricity of R&D
GDP | Fuel Employm
completed, | sales Usage ent Taxpayer| Spend
constant S
Average [16.30(16.59 13.43 15.99 19.58 18.71 15.32 | 10.67
Median {16.31|16.63 13.25 15.53 19.46 18.66 15.17 | 10.67
Stdev | 0.15| 0.41 1.62 1.25 0.88 0.30 0.39 0.34
CV 0.01 | 0.02 0.12 0.08 0.04 0.02 0.03 0.03
Range | 0.65 | 1.90 7.50 4.65 3.47 1.16 1.12 0.94
Kurtosis |-0.49| 0.39 0.99 -1.02 -0.67 -0.64 -1.06 | -1.52
Skewnes| 4151 027 | 0.96 0.40 0.32 027 | 059 | 0.3

S




Buildings reported as completed, constant
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—Fuel

= GDP

- Cementitous sales, tons

—Buildings reported as completed, constant

—Total Employment

Electricity Usage

R&D Spend
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Age Cohort 2002 2013 Cumulative Change

0-4 1,145,047 1,171,913

5-9. 1,170,285 1,139,042
10-14. 1,089,101 1,108,408
15-19 1,021,635 1,110,450 8.69
20-24 918,058 1,025,367 11.69
25-29 827,721 925,927 11.86
30-34 645,983 814,077 26.02
35-39 528,732 682,197 29.03
40-44 463,126 551,104 19.00
45-49 376,947 434,380 15.24
50-54 324,417 393,178 21.20
55-59 254,803 318,384 24.95
60-64 197,195 259,126 31.41
65-69 154,318 215,189 39.45
70-74 106,574 146,970
75-79 62,355 93,736

80+ 39,795 67,459
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Aging Population
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Aging Population
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Aging Population
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Aging Population
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Aging Population
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KwaZulu-Natal eThekwini Hibiscus Coast Msunduzi Newcastle uMhlathuze
1996 8,847,061 2,817,420 200,336 541,390 298,457 199,705
1997 9,003,544 2,880,216 204,192 545,036 305,515 217,270
1998 9,154,609 2,941,900 208,048 548,229 312,512 235,279
1999 9,296,550 3,001,168 211,814 550,755 319,283 253,598
2000 9,433,207 3,058,882 215,565 552,784 325,948 272,283
2001 9,557,165 3,114,379 219,182 554,148 332,352 291,168
2002 9,659,485 3,158,570 222,537 558,051 338,436 308,888
2003 9,752,211 3,198,973 225,636 561,582 344,055 325,161
2004 9,835,710 3,234,706 228,396 564,567 349,060 339,878
2005 9,910,636 3,267,256 230,939 567,317 353,618 353,232
2006 9,974,344 3,296,067 233,268 569,785 357,718 365,293
2007 10,045,594 3,320,108 235,290 571,786 361,134 375,905
2008 10,105,436 3,341,780 237,195 573,753 364,244 385,475
2009 10,449,300 3,559,706 252,892 647,935 382,493 330,733
2010 10,584,219 3,678,490 261,331 669,556 395,256 341,769
2011 10,714,672 3,797,549 269,789 691,227 408,049 352,831
2012 10,840,448 3,916,713 278,255 712,917 420,853 363,903
2013 10,961,343 4,035,810 286,716 734,595 433,650 374,968
2014 11,077,156 4,154,665 295,160 756,229 446,422 386,011
2015 11,187,697 4,273,100 303,574 777,787 459,147 397,015
2016 11,292,778 4,390,933 311,945 799,235 471,809 407,963
2017 11,392,223 4,507,982 320,261 820,540 484,386 418,838
2018 11,485,862 4,624,062 328,507 841,669 496,859 429,623
2019 11,573,534 4,738,987 336,672 862,587 509,207 440,300
2020 11,655,087 4,852,571 344,741 883,262 521,412 450,854
2021 11,730,379 4,964,627 352,702 903,658 533,452 461,265
2022 11,799,277 5,074,969 360,541 923,743 545,309 471,517
2023 11,861,658 5,183,412 368,245 943,481 556,961 481,592
2024 11,917,413 5,289,772 375,801 962,841 568,389 491,474
2025 11,966,440 5,393,866 383,197 981,788 579,574 501,145
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*Ethekwini Municipality (Durban). It Is the economic
hub of KwaZulu-Natal and the major import/export
center in South Africa.

‘Msunduzi Municipality (Pietermaritzburg). It is the
second largest city within KwaZulu-Natal and is the
capital city of the province of KwaZulu-Natal.
‘Umhlathuze Municipality (Richards Bay, Empangeni).
It Is the home of manufacturing in the province,
boasting two world class aluminium smelters and the

world’s largest export coal terminal.



*Hibiscus Coast Municipality (Port Shepstone). It
covers an area of approximately 90 km of coastline,
comprising of 21 beaches, not surprisingly the
premier tourism destination in the South Africa.

Newcastle Municipality (Newcastle). Situated in the
northern corner of the province it is has significant

coal deposits and agricultural land.



Almost 50 percent of the provincial population
resides in the 5 main nodes

Almost 80 per cent of the provincial GDP are
produced Iin the 5 main nodes

*Personal per capita income are more than double in
the 5 main nodes compared to the rest of the
province

‘Poverty levels are almost half in the 5 main nodes
compared to the rest of the province

*The 5 main nodes cover only about 8.5 per cent of
the total provincial land cover

Population density levels at more than 12 times
higher in the 5 main nodes compared to the rest of
the province



Population Urban Rural Urban Ratio Rural Ratio
1996 Census 3,949,387 4,467,634 46.92 53.08
2001 Census 4,483,295 5,100,834 46.78 53.22
2007 Community Survey 4,968,887 5,290,343 48.43 51.57
2011 Census 5014 727 5252576 48.80 51.2
1996 to 2001 % change 13.52 14.17
2001 to 2007 % change 10.83 3.72
2001 to 2011 % change 11.9 3.0
Global Insight 1996 4,057,309 4,789,752 45.86 54.14
Global Insight 2001 4,511,230 5,048,530 47.19 52.81
Global Insight 2007 4,864,223 5,221,624 48.23 51.77
Global Insight 2010 5090 228 5338 723 49.1 50.9
1996 to 2001 % change 11.19 5.40
2001 to 2007 % change 7.82 3.43
2007 to 2010 % change 3.21 2.08




Urbanization
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Rural

93.34

Density
1996
2003
2011

Urban
6.66
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Urban
608 887
690 065
749 001



Urbanization
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Urbanization
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Total

: Urban Space | Rural Space Provincial Sl G RUICL
Total Space Expansion Expansion Expansion Space a % of (As a%
2002 to 2010 P ! P ! pact Total of Total
m?2 m?2 Expansion, S S
m2 pace) pace)
Dwellings less than 80m? 1156 677 2 478 258 3634 935 31.82 68.18
DRYEIIIGE @ELEL IR ol 2 666 289 1342 459 4 008 748 66.51 33.49
than 80m?2
Flats 770782 357 797 1128579 68.30 31.70
Townhouses 1723 337 581 016 2 304 353 74.79 25.21
Other residential buildings 293 199 92 524 385 723 76.01 23.99
Schools, nursery schools, 93 394 39 700 133 094 70.17 29.83
creches, hospitals
Churches, Sport and 176 526 28 065 204 591 86.28 13.72
Recreation
Office & Banking Space 900 689 98 429 999 118 90.15 9.85
Shopping Space 2 244 989 490 451 2 735 440 82.07 17.93
Il L & el 1 833 300 452 499 2 285 799 80.20 19.80

Space




Total

Urban Space | Rural Space Provincial Urban (As Rural
Total Space Expansion Ex anslioon Ex ansri)on Space a % of (As a%
2002 to 2012 P ! P ! pact Total of Total
m?2 m?2 Expansion, S S
m2 pace) pace)
Dwellings less than 80m2 1200 434 3191 210 4 391 644 27.33 12.67
DEEIEs S LE] Erl e 2 949 433 1 653 402 4 602 835 64.08 35.92
than 80m?2
Flats 834 108 436 018 1270126 65.67 34.33
Townhouses 1 865 197 681 268 2 546 465 73.25 26.75
Other residential buildings 297 263 125 932 423 195 70.24 29.76
Schools, nursery schools, 127 484 50 507 177 991 71.62 28.38
creches, hospitals
Churches, Sport and 190 539 37 327 297 866 83.62 16.38
Recreation
Office & Banking Space 1 037 100 122 850 1 159 950 89.41 10.59
Shopping Space 2375775 626 710 3 002 485 79.13 20.87
WiE UiiEl & el CELsE 2 056 207 535 691 2 591 898 79.33 20.67

Space




Road Distance Matrix




Population per Road Distance Matrix







Coefficient:

P-value

Intercept 1.920667

0.053193

¥ Variable 1 -0.00027

0.610389




tondord Erra £ Stat P-value
Intercept 1.32161007 0.52308714 0.00732
X Variable 1 0.0993642 -5.8132248 0.010134

12




Regional Input-Output Model

'“Vergglr;‘a"ix PMB DURBAN RICHARDS BAY SHEPP%F%NE NEW CASTLE
PMB 1.964 0.844 0.359 0.142 0.043
DURBAN 0.184 2.071 0.362 0.018 0.021
RICHARDS BAY 0.178 0.203 3.871 0.026 0.009
PORT SHEPSTONE|  0.220 0.673 0.227 1.696 0.030
NEW CASTLE 0.092 0.251 0.135 0.040 1.018

The inverse of the I-A matrix is indicated in the table . These values are also
known as multipliers. This means for example that when the demand for output in
the Pietermaritzburg economy increases by R1, the output in Pietermaritzburg,
Durban, Richards Bay, Newcastle and Port Shepstone economies will increase by
R1.96, R0.18, R0.18, R0.22 and R0.09, respectively.



Regional Input-Output Model

'”Virvsei%f”x PMB DURBAN  RICHARDS BAY SH;%F%NE NEW CASTLE
PMB 1.920 0.528 0.181 0.078 0.054
DURBAN 0.210 2.072 0.326 0.061 0.059
RICHARDS BAY 0.110 0.420 3.301 0.032 0.037
PORT SHEPSTONE|  0.185 0.540 0.190 1.732 0.048
NEW CASTLE 0.128 0.435 0.125 0.039 1.643

Inverse matrix

PORT

Change DURBAN RICHARDS BAY SHEPSTONE NEW CASTLE
PMB 0.077 0.445 0.232 0.082 -0.044
DURBAN -0.030 0.007 0.050 -0.059 -0.060
RICHARDS BAY 0.098 -0.303 0.887 0.001 -0.018
PORT SHEPSTONE 0.046 0.211 0.072 -0.049 -0.013
NEW CASTLE -0.061 -0.263 0.034 0.007 -0.921




Gravity Models - Population

Durban Pietermaritzburg Richards Bay SheIToOsrttone Newcastle

Durban 361 39 57

Pietermaritzburg

Richards Bay

Port Shepstone

Newcastle
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Ethekwini GDP
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Ethekwini GDP, GOS, COMP
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Msunduzi GDP
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Msunduzi GDP
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Msunduzi GDP, GOS, COMP
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Mthlatuze GDP
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Mthlatuze GDP
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Newcastle GDP
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Newcastle GDP, GOS, COMP
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Comparative Contribution Rates

2009qg2
2009qg3
2009qg4
201091
201092
201093
201094
201191
201192
201193
201194
201291
201292
201293
201294
2013qg1
201392
201393
201394
201491
201492

Average
Median
St Dev
Range

76.46
76.48
76.92
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Comparative Location Quotients
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Shift Share Analysis

Average Total
Employment
Change

National Share
Industry Mix

Local Share

National Share
Industry Mix

Local Share

Ethekwini

13773

12 036

295

1441

87.39

2.14

10.47

Msunduzi

1551

1531

339

-319

Umhlathuze

928

624

-105

409

Hibiscus

As a % of Total Employment Added

98.74

21.83

-20.57

67.22

-11.33

44.12

Coast Newcastle
712 602
531 708
-34 -126
214 19

74.64 117.68

-4.73 -20.91

30.09 3.23
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*Glve Metro Status to the three municipalities

*Collapse the in-between municipalities

Allocate proportionally to the metro’s

Create Multiple Transport Networks in the megapolis
‘Road, Rail for Passengers and Freight

*Create EU type Commission

Establish Joint Planning and Budgeting Frameworks






*Reduces use of fossil fuels, thus, reduces reliance
on imported petroleum

*Reduces car, bus and airplane exhaust emissions
*Reduces traffic demand

Reduces travel time and the stress of highway
congestion

‘Reduces the risk of highway accidents and

accident-related injuries and fatalities



*Avoids the need to widen current road
Infrastructure

*Provides a transport link in the province (road-rail,
sea and air)

*Provides jobs during construction and hundreds of
long term jobs thereafter, generating economic
activity equivalent to several times more than the

direct investment in the project
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The Weak Currency Economic
Growth Fallacy and Failure of the
High Wage Doctrine

The views expressed in this working paper are the views of the author and might
not necessarily reflect the views of the Provincial Treasury. All rights reserved -
2010



Three Year Average, 2008 to 2010

Source, Tradingeconomics.com, own calculations

GDP Per Current
Capita GDP Interest  Inflation  Jobless Industrial  Account, Exchange
pita, Growth Rate Rate Rate Production % of GDP Rate
usSs
usSsS

south 5820  1.21 8.80 7.67 24.53 -2.90 -6.70 8.58
Africa
Brazil 8,148 4.39 10.77 5.20 7.48 2.66 -0.22 2.03
India 1,108 6.89 4.51 10.63 8.75 7.59 -0.66 47.70
Turkey 8,796 4.36 10.57 3.43 13.08 1.30 -0.45 1.54
Poland 12,156 3.48 4.32 3.40 11.47 3.78 -0.14 2.85
Mexico 8,662 0.22 5.97 4.86 5.49 -0.40 -0.24 12.43
Czech 1 19505  0.02 1.97 2.94 8.57 -1.47 -0.31 18.40
Republic
Malaysia 7,031 0.38 2.67 2.59 3.56 0.54 4.19 3.35
Peru 4,579 6.55 3.74 3.43 8.18 5.03 -0.43 3.06
Hungary 14,620 -0.48 7.59 5.06 10.49 -2.57 -0.43 204.67
China 3,575 9.40 5.94 2.81 4.23 13.23 4.39 6.85
Russia 9,959 0.52 10.07 10.84 7.99 0.05 1.37 29.95




Descriptive Statistics and SA Comparative Performance

Source, Tradingeconomics.com, own calculations

Upper Limit = Average + 1 Standard Deviation

Lower Limit = Average - 1 Standard Deviation

Yes/No indicates whether or not the SA is lying within one standard deviation of the average

Current
GDP Per  GDP Interest  Inflation Jobless Industrial Account, Exchange
Capita  Growth Rate Rate Rate Production % of GDP Rate
USS

Average 8,663 3.08 6.41 5.66 9.48 2.24 0.03 28.45
Median 8,405 2.34 5.96 4.96 8.38 0.92 -0.28 7.72
St Dev 5,024 3.27 3.10 3.01 5.49 4.66 2.78 57.21
Eﬁﬁter 13,687 635  9.51 8.66 14.98 6.90 2.81 85.66
t:)n‘:’lfr 3,640 -0.19  3.30 2.65 3.99 2.42 2.75 128.76
SA 5,820 1.21 8.80 7.67 24.53 -2.90 -6.70 8.58
Yes/No Yes Yes Yes Yes No No No Yes




Correlation Matrix
Source: Tradingeconomics.com, own calculations

Current
rvalue GDP Interest  Inflation  Jobless Industrial  Account, % Exchange
Growth Rate Rate Rate Production of GDP Rate
USS
GDP Growth 1.000 -0.021 -0.007 -0.179 0.927 0.237 -0.330
Interest Rate -0.021 1.000 0.575 0.368 -0.189 -0.294 0.092
Inflation Rate -0.007 0.575 1.000 0.366 -0.121 -0.367 0.099
Jobless Rate -0.179 0.368 0.366 1.000 -0.431 -0.896 0.039
industrial 0.927 .0.189  -0.121  -0.431 1.000 0.505 -0.292
Production
Current Account,
% of GDP USS 0.237 -0.294 -0.367 -0.896 0.505 1.000 -0.065
Exchange Rate -0.330 0.092 0.099 0.039 -0.292 -0.065 1.000
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The Macro Economic
Conseqguences of the Crisis and
the Response or Non-Response
by Provincial Government: a
KwaZulu-Natal Case Study

The views expressed in this working paper are the views of the author and might
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2010 -2011



R thousand

Nominal Inflation
Change Rate

2006/07

Audited

36,881,397

2007/08 :
Audited 44 482,953 20.61 7.10 13.51
2008/09 :
Audited 55,533,549 24.84 10.56 14.28
2009/10 _ .
- Main Appropriation 59,586,426 7.30 7.10 0.20
2009/10 _ L
- Adjusted Appropriation 61,906,779 11.48 7.10 4.38
2009/10 . .
- Revised Estimate 63,809,285 14.90 7.10 7.80
2010/11 _ _
Medium-term Estimates 69,077,363 8.26
2011/12 _ _
Medium-term Estimates 74,660,884 8.08

2012/13

Medium-term Estimates 78,877,814 5.65




KZN Budget

21,799,650,000
25,061,194,000
22,429,241,000
25,476,494,000

28,014,475,000

33,307,079,000
35,315,916,000
41,864,377,000
50,836,349,000
60,544,391,000
66,368,675,000

75,553,621,000

86,467,069,000

Nominal Change

14.96
-10.50
13.59

9.96

18.89
6.03
18.54

21.43

19.10
9.62
13.84

14.44

Inflation

5.73
9.15
5.97

1.39

3.40

4.43

6.90

11.48

7.41
4.53

4.76

5.70

Real Change

9.23
-19.65
7.62

8.57

15.49
1.60
11.64

9.95

11.69
5.09

9.08

8.74




Equitable share
Conditional grants

Provincial own
receipts

Total

As a % of Total
Equitable share
Conditional grants

Provincial own
receipts

Nominal Change
Equitable share

Conditional grants

Provincial own
receipts

Inflation

Real Change
Equitable share

Conditional grants

Provincial own
receipts

2005/2006
28,477,198
3,313,802

1,241,557
33,032,557
0.86
0.10

0.04

2006/2007
32,052,488
3,980,430

1,433,163
37,466,081
0.86
0.11

0.04

12.55
20.12

15.43
4.70
7.85

15.42

10.73

2007/2008
37,427,646
5,117,868

1,557,284
44,102,798
0.85
0.12

0.04

16.77
28.58

8.66

7.10

9.67
21.48

1.56

2008/2009
44,223,509
7,266,953

1,698,357
53,188,819
0.83
0.14

0.03

18.16
41.99

9.06
10.56
7.60
31.43

-1.50

2009/2010
51,972,804
9,072,659

1,771,513
62,816,976
0.83
0.14

0.03

17.52
24.85

4.31
7.10
10.42
17.75

-2.79




Audited
2006/07
1. Office of the Premier 0.82
2. Provincial Legislature 0.44

3. Agriculture,
Environmental Affairs and 3.50
Rural Development

4. Economic Development

and Tourism 1.38
Education 43.98
Provincial Treasury 1.37
Health 31.63
Human Settlements 3.40

|?i.a is:):'c:mmumty Safety and 0.16

10. The Royal Household 0.10
11. Co-operative

Governance and Traditional 1.77
Affairs

12. Transport 6.88
13. Social Development 2.55
14. Public Works 1.22
15. Arts and Culture 0.49

16. Sport and Recreation 0.31

Audited

2007/08
0.89
0.47

2.82

3.40

41.38
0.85
33.63
3.42

0.18

0.09

1.67

7.02
2.28
1.08
0.46
0.36

Audited

2008/09
0.84
0.45

3.16

3.19

41.40
1.25
30.80
3.38

0.20

0.09

1.84

9.05
2.22
1.32
0.46
0.38

Revised
Estimate

2009/10
0.68
0.48

3.09

3.86

40.74
1.04
32.01
3.99

0.19

0.06

1.63

8.07
2.11
1.23
0.41
0.41

Medium-term Estimates

2010/11
0.61
0.47

3.19

2.37

42.11
0.94
31.49
4.35

0.21

0.06

1.55

7.98
2.43
1.27
0.52
0.45

201112
0.54
0.47

3.17

1.98

42.33
0.89
31.59
4.60

0.20

0.06

1.52

7.96
2.51
1.24
0.44
0.49

2012/13
0.54
0.48

3.15

1.97

42.21
0.87
31.77
4.60

0.20

0.06

1.51

7.96
2.50
1.23
0.45
0.49




Goods and Current Payment of
Services Transfers and Capital
Expenditure Subsidies Assets

Infrastructure
Expenditure

Compensation
of Employees

Total Expenditure (R’000)
2006-07 21,758,145 7,991,427 4,055,105 3,010,744 3,714,307

2007-08 25,794,246 9,639,386 5,420,173 3,457,985 8,619,564
2008-09 31,062,640 12,480,481 6,897,173 4,890,684 14,049,865
2009-10 36,333,061 12,950,886 8,693,802 5,204,701 10,482,444

Year-on-Year Real Percentage Change
2007-08 11.45 13.52 26.56 7.75 124.96

2008-09 0.86 18.91 16.69 30.87 52.44
2009-10 -3.33 18.95

Percentage of Total Expenditure
2006-07 20.51 10.41
2007-08 46.85 17.51 9.85 6.28 15.66
2008-09 47.53 19.10 10.55 7.48 21.50
2009-10 53.44 19.05 12.79 7.66 15.42




New and replacement assets

Existing infrastructure assets

Upgrades and additions

Rehabilitation ,renovations and
refurbishments

Maintenance and repairs

2006/07.

942,112

2,909,460

1,124,826

511,457

1,273,177

2007/08.

1,508,070

2,962,274

804,047

572,797

1,585,430

2008/09.

1,318,680

5,346,617

2,394,240

468,463

2,483,914

2009/10.

1,486,305

5,170,396

2,359,476

603,628

2,207,292




28.00%

26.00%

24.00%

22.00%

20.00%

18.00%
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Administrative Prices in South
Africa —
A Threat to Economic Growth

The views expressed in this working paper are the views of the author and might
not necessarily reflect the views of the Provincial Treasury. All rights reserved —
2010 - 2011



Contribution of administrative prices to the
annual percentage change in the total prices
and for the total country




Behaviour of Administrative Price

03 OI4 05 06 O7 08 09 10 11

— CPIADMIN




Administrative Price & CPI

Pairwise Granger Causality Tests

Sample: 2003:01 2011:01

Lags: 6

Null Hypothesis: Obs  F-Statistic  Probability

CPIADMIN does not Granger Cause CPI 91 3.59983 -

CPI does not Granger Cause CPIADMIN 1.71054 0.12960




Administrative Price & CPI

Interpret the regression equation and forecast

The regression equation suggests the following:

A 1 percent increase In administrative prices will
leadtoa 0.16 percent increase in total consumer
prices



Macro Economic Impact of a Loss of Household
Consumption Expenditure







Economic Development vs.
Economic Growth: Implications
for Provincial Government

The views expressed in this working paper are the views of the author and might
not necessarily reflect the views of the Provincial Treasury. All rights reserved —
2010 - 2011



Economic Development

Economic development is the increase in

the standard of living

in a nation's

population with sustained growth from a
simple, low-income economy to a modern,

high-income economy.

The Economic Development of a
country is related to its human
development which  encompasses
health, education, technology and
innovation.

On a broad scale, anything a community
does to foster and create a healthy
economy can fall under the auspice of

economic development.

Economic development is fundamentally
about enhancing the factors of productive
capacity - land, Ilabour, capital, and
technology - of a national, state or local
economy.



Economic Development

*To most economists, economic development is an issue of
more economic growth.

To many business leaders, economic development simply
Involves the wise application of public policy that will increase
competitiveness.

*To those who think that government should more actively
direct the economy, economic development is a code phrase
for industrial policy.

*To environmentalists, economic development should be
sustainable development that harmonizes natural and social
systems.




Economic Development

*To labour leaders, it is a vehicle for increasing wages,
benefits, basic education, and worker training.

To community-based leaders and professionals, economic
development is a way to strengthen inner city and rural
economies in order to reduce poverty and inequality.

*To public officials at state and local levels, economic
development embodies the range of job creation
programs/projects




THE BOTTOM LINE?7??

Economic development Is the
development of economic wealth of
countries or regions for the well-being
of their inhabitants



Economic Growth

Economic growth is an increase (or decrease)
in the value of goods and services that a
geographic area produces and sells compared
to an earlier time. If the value of an area's goods
and services is higher in one year than the year
before, it experiences positive growth, usually
simply called "economic growth."

An increase in the capacity of an economy
to produce goods and
services, compared from one period of
time to another

A positive change in the level of
production of goods and services by a
country over a certain period of time.



Economic Growth

Harrod—Domar model

The growth rate of gross domestic product (Q)
depends positively on the national saving ratio (s) and
iInversely on the national capital/output ratio (k) so

that it is written as g = s / k.



Economic Growth

Exogenous growth model
The model highlights the relative importance of
capital accumulation and technological change



Economic Growth

Endogenous growth model
The Increase In the economy's human capital

would lead to economic growth through the
Innovation of better technology and production



THE BOTTOM LINE?7??

The long-term expansion of the
productive  potential of the
economy



THE BOTTOM LINE?7??

Economic Growth &

Development are  two

different terms used In
economics.




THE BOTTOM LINE?7??

Economic development IS not
possible without growth but growth Is
possible without development

because growth Is just Increase In
GNP, it does not have any other
parameters to it.
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The Not Economically Active
Population, the Unemployed and
the Discouraged: A KZN Analysis

The views expressed in this working paper are the views of the author and might
not necessarily reflect the views of the Provincial Treasury. All rights reserved —
2010 - 2011



NOT ECONOMICALLY ACTIVE KZN
POPULATION

2"d Quarter 2013

1,522,714
666,126
400,662
302,717
583,477

202,059




NUMBER OF UNEMPLOYED PEOPLE IN
KZN

2"d Quarter 2013

225,421

42,847

328,918

28,827

117,988

744,001




NUMBER OF UNEMPLOYED PEOPLE IN
KZN

2"d Quarter 2013




NUMBER OF UNEMPLOYED PEOPLE IN
KZN

The long-term unemployment (longer than 1 year)
for KZN is estimated to be 495 737 during the 2
Quarter of 2013, whilst the  short-term
unemployment (less than 1 year) for KZN s
estimated to be 248 420 during the 2" Quarter of
2013.

The majority of people unemployed in the province
seem to be unemployed for longer than 1 year
making them  structurally or permanently
unemployed.
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Provincial Government
expenditure by economic
classification and provincial GDP

— a VAR approach

The views expressed in this working paper are the views of the author and might
not necessarily reflect the views of the Provincial Treasury. All rights reserved —

2010 - 2012



Provincial GDP and Provincial Government
Expenditure per Economic Classification

observations D(();r:z)iiic Payments for Goods and Infrastructure  Compensation Transfers and
(R'000) Product Capital Assets  Services Expenditure of Employees Subsidies
2006Q2 66 827 741 493 295 1407 771 270 542 5151 663 558 432
2006Q3 68 605 360 786 858 1821 370 476 741 5565 132 813 301
2006Q4 69 930 048 820 993 1938 484 504 505 5702 421 749 714
2007Q1 68 121 098 1371951 2 075879 894 565 5522 154 582 762
2007Q2 70 789 089 018 846 1727 831 1209 116 5718 812 782 267
2007Q3 72 262 766 965 231 2 071 665 1 381 527 6 388 095 1313310
2007Q4 73731913 1 155 069 2476 516 1700410 7022 821 940 908
2008Q1 71286 001 1201475 2 135093 1788 824 6 251 374 610 903
2008Q2 74 606 195 1 056 264 2 388 434 2 863 577 7 162 934 1 045 416
2008Q3 75 361 353 1467 633 2 996 754 3578675 7 743 802 1 308 040
2008Q4 74 970 956 1 457 871 2 626 256 3525 838 7 828 807 792 122
2009Q1 70 006 358 1720 205 2 700 413 4 875 027 7 635 231 583 104
2009Q2 72 328 432 1419 409 3109916 3432811 7 836 798 1268 109
2009Q3 73 640 620 1428 907 3033987 4 356 140 7 951 808 1215015
200904 74 681 457 1017 340 3210 097 3 820 384 10 199 028 1537 091
2010Q1 71602 510 1312 388 2 928 540 3444 037 9 349 954 664 905
2010Q2 75120 044 1304 762 2 422 668 3285 463 0418 374 1 482 507
2010Q3 75 814 913 1 203 008 3049 996 2 984 329 9317 199 1500 314
20100Q4 77 622 297 1 582 888 3016 335 4 025 034 10 897 646 1162 607
201101 74 566 850 2 137 957 3 879 044 6 549 484 9494 829 1 745 365
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Pairwise Granger Causality Tests

Lags F-Statistic Prob.
CAPITAL does not Granger Cause GDP 1 0.96075 0.3416
GS does not Granger Cause GDP 1 0.73774 0.4031
INFR does not Granger Cause GDP 1 1.02851 0.3256
SW does not Granger Cause GDP 1 0.49234 0.493
TRANS does not Granger Cause GDP 1 0.53444 0.4753
CAPITAL does not Granger Cause GDP 2 0.12057 0.8874
GS does not Granger Cause GDP 2 0.08031 0.9233
INFR does not Granger Cause GDP 2 0.18523 0.8331
SW does not Granger Cause GDP 2 2.99177 0.0853
TRANS does not Granger Cause GDP 2 1.18152 0.3377
CAPITAL does not Granger Cause GDP 3 1.09836 0.3945
GS does not Granger Cause GDP 3 1.42082 0.2938
INFR does not Granger Cause GDP 3 0.63228 0.6108
SW does not Granger Cause GDP 3 1.80271 0.2103
TRANS does not Granger Cause GDP 3 0.5964 0.6316
CAPITAL does not Granger Cause GDP 4 3.43598 0.0741
GS does not Granger Cause GDP 4 1.35547 0.3396
INFR does not Granger Cause GDP 4 5.00611 0.0318
SW does not Granger Cause GDP 4 0.85162 0.5356
TRANS does not Granger Cause GDP 4 11.4211 0.0034




Estimated VAR model

GDP = C(1,1)*GDP(-1) + C(1,2)*CAPITAL(-1) + C(1,3)*GS(-1) +
C(1,4)*INFR(-1) + C(1,5)*SW(-1) + C(1,6)*TRANS(-1) + C(1,7)
CAPITAL = C(2,1)*GDP(-1) + C(2,2)*CAPITAL(-1) + C(2,3)*GS(-
1) + C(2,4)*INFR(-1) + C(2,5)*SW(-1) + C(2,6)* TRANS(-1) +
C(2,7)

GS = C(3,1)*GDP(-1) + C(3,2)*CAPITAL(-1) + C(3,3)*GS(-1) +
C(3,4)*INFR(-1) + C(3,5)*SW(-1) + C(3,6)*TRANS(-1) + C(3,7)
INFR = C(4,1)*GDP(-1) + C(4,2)*CAPITAL(-1) + C(4,3)*GS(-1) +
C(4,4)*INFR(-1) + C(4,5)*SW(-1) + C(4,6)*TRANS(-1) + C(4,7)
SW = C(5,1)*GDP(-1) + C(5,2)*CAPITAL(-1) + C(5,3)*GS(-1) +
C(5,4)*INFR(-1) + C(5,5)*SW(-1) + C(5,6)*TRANS(-1) + C(5,7)
TRANS = C(6,1)*GDP(-1) + C(6,2)*CAPITAL(-1) + C(6,3)*GS(-1)
+ C(6,4)*INFR(-1) + C(6,5)*SW(-1) + C(6,6)*TRANS(-1) + C(6,7)
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Impulse-Response Function — separate graphs
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Impulse-Response Function — combined graphs

Response of GDP to Cholesky
One S.D. Innovations
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Variance Decomposition — separate graphs

Variance Decomposition
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Variance Decomposition —combined graphs
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It IS estimated that infrastructure expenditure accounts
for about 44 percent of the total provincial public
sector expenditure Iimpact on provincial GDP
compared to 29 percent, 11 percent, 10 percent and 5
percent for compensation of employees, payments for
capital assets, transfers and subsidies and payments
for goods and services, respectively.

It IS estimated that infrastructure expenditure accounts
for about 5.87 percent of the variance Iin GDP
compared to 2.63 percent, 1.28 percent, 3.81 percent
and 1.76 percent for compensation of employees,
payments for capital assets, transfers and subsidies
and payments for goods and services, respectively.
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City Economic Convergence In
KwaZulu-Natal —
Integration or Isolation?
Key

The views expressed in this working paper are the views of the author and might
not necessarily reflect the views of the Provincial Treasury. All rights reserved —
2010 - 2012
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The correlation matrix of the model (panel data of the five cities from 1996 to 2011 in log

format) are displayed in the table below. The results support the notion of positive

attraction and negative distance, where, X;; = gravity value (sales from city a to city b),

Y1it = GDP of the host city, Y, = GDP of the trading city and dy;; = distance between
host and trading city.

Table 8:  Correlation matrix (i=1..5, £=1996-2011, cross section identifiers = 20)

X1 Y1 Y2 d1
X1 1.0000 0.0025798 091998 -0.58646
Y1 0.0025798  1.0000 022901 041571
Y2 0.91998 -0.22801 1.0000 -0.41571
d1 -0.58646  -0.41571 -0.41571  1.0000




Table 9:
identifiers = 20)

Simple OLS Regression Equation (i=1..5, t=1996-2011, cross section

Varnable Coefficient Std. Error t-Statistic Prob.

Y1 0.257158 0.042639 6.031105 0.0000

Y2 1.743183 0.042639 40.88265 0.0000

7D1 -0.394433 0.054643 -7.218419 0.0000

C -16.59016 1.667771 -9.947509 0.0000

R-squared 0.907352 Mean dependent var 12.11618

Adjusted R-squared 0.906472 S.D. dependent var 2517336

S.E. of regression 0.769859 Akaike info criterion 2327202

Sum sqguared resid 187.2878 Schwarz cnterion 2.374306

Log likelihood -368.3524  Hannan-Cluinn criter. 2.346012

F-statistic 1031.585 Durbin-Watson stat 0.105679
Prob(F-statistic) 0.000000




Graph 1:

Scatter Plot — Average Annual per Capita Income and 1996 per

Capital Income
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A regression fitted to the data in Graph 1 and in log format yields a pB-convergence

parameter of -0.73, and suggests a rate of convergence of about 4.5 percent per annum

(16 years). This would seem to imply that if the city per capita trends are following a

Neoclassical growth process, it is an extremely slow one. However the coefficient is not

significantly different from 2zero and therefore the parameter is not statistically

significant, suggesting that very little or no convergence has occurred.



Graph 2: Scatter Plot — Average Annual per GDP per Person Employed and
1996 per GDP per Person Employed
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A regression fitted to the data in Graph 2 and in log format yields a pB-convergence
parameter of -1.49, suggesting a rate of convergence of about 9 percent per annum (16
years). This would seem to imply that if the city GDPF per capita trends are following a
MNeoclassical growth process, it is an fairly slow one. The coefficient is indeed
significantly different from zero and therefore the parameter is statistically significant

suggesting that some convergence has actually occurred.



Table 14. Convergence Estimates: Traded and Nontraded Sectors Compared

Model Coefficients Adjusted R Square

Tradeable Sectors -0.24992305 -2.86096809 0.64238261

Non-Tradeable Sectors 0.04977385 047245724

-0.24099663

(Own calculations)

The results suggest that city productivity convergence in traded activities has been
faster than that in the non-traded sector. The coefficient for the tradeable sector is also
statistically significant whilst the coefficient for the non-tradeable sector is not. The B-
convergence parameter of -1.49 for the tradeable sector, suggests a rate of
convergence of about 15 percent per annum (16 years). The data also shows that city
productivity growth rates have tended to be significantly lower in non-traded than in the

traded activities.



Graph 3: o Convergence of per Capita Income
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The results suggest that the disparities between cities increased up to 2004, but the
process since then reversed. From 2005 to 2011, the evolution of disparities among
cities indeed shows a clear downward trend, i.e., evidence of convergence. However,



Graph 9: Average National and City Labour Remuneration per Employed
Person and Gross Operating Surplus per Employed Person Compared — 1996 to
2011

e s | abour Remuneration per person Employed

1.35 - /M = (5ross Operating Surplus per person Employed

1.30 N
1.25
1.20 -
1.15 -
1.10 -

1.05

1Im I 1 1 | 1 I ) ) 1
1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009% 2010 2011

The graph indicates that average gross operating surplus per person employed in the

five cities have been significantly higher than the national average (on average by 28
percent), but have declined over the period, especially since 2004. The labour
remuneration per person employed in the five cities is also higher than the national

average (on average by 12 percent) and have declined but at a much lesser pace.



In general therefore the evidence of city economic integration and B-convergence and

0-convergence at best seems fairly week. The [ack of strong or rapid convergence can
most likely be ascribed to the wage and sub-sector mix differences that exist between
the cifies. These differences in tum could be because of the lack of economic

integration between the cities.
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The Composition of KZN Public
Expenditure and Provincial
Economic Growth: A VAR and
GMM Approach

The views expressed in this working paper are the views of the author and might
not necessarily reflect the views of the Provincial Treasury. All rights reserved —
2010 - 2014



« The question whether or not government
expansion causes economic growth has divided
policy makers into two distinctive theoretical
camps, as proponents of either big government or
small government. Economic theory would
suggest that on some occasions lower levels of
government spending would enhance economic
growth while on other occasions higher levels of
government spending would be more desirable.
From an empirical perspective the evidence
generated becomes more confusing as a number
of studies favour one or the other approach.



Graph 3: Transformed Total Provincial GDP in log format and in real terms
(2006 quarter 2 to 2012 quarter 1)

GDPREXGSA




Graph 4: Log Real Stationary Format (2006 quarter 3 to 2012 quarter 1)
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What would the resulting VAR look like?

* A system of equations
— One for each variable of interest

* This VAR consists of two variables, 1 lag
(of each variable on the right hand side),
and a constant

*Xi = Og + 0y Xiq T QLY T EIror
*Yi = Bo t P1Xeq t BoYy + €rror



Vi = a0 + a11ye1+ 2121+ yisie1+ a148e1+ a1sSe1+ agetrrtene
Ct = azo + az1¥e1+ azzCr1+ azzit1+ azage1+ azsSea+ azsteitez

it = azo0 + a31yr-1+ a32Ce-1+ asziv1+ asa@e1+ assSe1+ asete1+e3
gt = 240 + asye1+ 24201+ a43ie1+ a448r1+ 24551+ Asste1+e4t
St = as0 + as1yt-1+ as2Ce-1+ Asziv1+ Asa@e1+ assSt1+ Asstei1+est
te = ago + as1yt-1+ as2Cr-1+ Ag3ir-1+ As4gr-1t A65St-1+ Asstr-11Eee
yt= Provincial GDP (gdprexgsa)

ct= ExpCapital; (Capital)

it = Explnfra; (Infr)

gt = ExpGoodsServ; (GS)

st = ExpCom; (SW)
yt = ExpTrans; (Trans)
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Rezponse o Nonfactorized One Unitinnovafions
Response of DGDPREXGSA to DCAPITAL Regponse of DGDPREXGSA to DINFR Response of DGDPREXGSA to DGS
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DCAPITAL
0
-0.03407
-0.04198
-0.00818
-0.00395
0.01441
-0.00107
0.00355
-0.00503
-0.00047

-0.07677

Impulse-Response Function

DINFR
0
-0.01476
0.01310
0.00174
0.00818
-0.00593
0.00328
-0.00469
0.00284
-0.00177

0.00199

DGS
0
0.03682
0.04712
0.02086
0.00490
-0.00723
-0.00370
-0.00320
0.00000
0.00606

0.10163

DSW
0
-0.00632
-0.02513
0.00401
-0.02326
0.02021
-0.00909
0.01247
-0.01134
0.00473

-0.03371

DTRANS
0
-0.00982
-0.01886
-0.00647
-0.00231
0.00261
-0.00103
0.00391
-0.00033
-0.00279

-0.03509




Results

The Impulse-response
functions indicate or suggest
that expenditure on goods
and services and
Infrastructure expenditure
have the biggest impact on
the provincial GDP. Transfers

and subsidies and
compensation of employees
have very short terms

marginal impacts.

The variance decomposition
functions for the estimated
VAR model clearly indicates
or suggests that expenditure
on capital goods has the
largest contribution to the
variation of provincial GDP of
the five provincial public
expenditure classifications.
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Growth-Maximizing Allocation of
Provincial Public Capital —a
KwaZulu-Natal Case Study
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2010 - 2014



The provision of infrastructure is one factor that influences
economic growth (Canning, 1998). Adequate supply of
Infrastructure seems to be an important factor and vital to
achieve higher productivity and growth (Calderon and Servén,
2004). Most studies have found that infrastructure positively
and significantly impacts on economic growth. For example,
the World Bank in their report on Infrastructure in 1994 claimed
that 1% increase in infrastructure stock will increase the GDP
by 1% across all countries.



In 2012, KwaZulu-Natal GDP was estimated at about R322
billion. Provincial output increased from R56 billion during the

3'd quarter of 2001 to R79 billion during the 1st quarter of 2013
In real terms (constant 2005 prices).

Figure 3.1: Provincial GDP and Seasonal Adjusted Provincial GDP (R’billions,

constant 2005 prices)
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Berlemann and Wesselhoft (2012) state that in theoretical
models of economic growth the physical capital stock,
consisting of e.g. machinery, buildings and computers, is one
of the major input factors of the production function. In order to
study the contribution of the existing capital stock to aggregate
output, data on the capital stock is necessary.

Against the background of the considerable efforts to construct
capital stock data it is not too surprising that only a few
attempts have yet been made in the literature to generate
larger capital stock datasets. Interestingly enough, these few
attempts all rely on applying the Perpetual Inventory Method
(PIM), a methodology which is also most often used in
statistical offices. Examples include Griliches (1980), Nehru
and Dhareswhar (1993) Domenech and De La Fuente (2000),
Kamps (2006) and Derbyshire, Gardiner and Waights (2010).




The basic idea of the PIM is to interpret an economy s capital
stock as an inventory. The stock of inventory increases with
capital formation (investments). Once an investment enters the
economy's inventory, it remains there forever and provides
services to the inventory’s owner. The quantity of services, the
Investment provides, is at its maximum directly after the
Investment has been made and decreases in the course of
time. The amount by which the capital stock falls per period is
the depreciation rate. However, while the value of the
Investment decreases in the course of time, it never falls to
zero. Thus, an investment principally has a perpetual use. The
perpetual inventory method uses the following formula:

Ki=Ki; | —0K; | +GFK;=(1-0)Ks_| + GF K;




Here, K, is the time t level of capital stock, GFK; is the time t
level of gross fixeded capital formation and 0 is the rate of
depreciation (assumed constant over time). In order to
calculate the capital stock series, it’s clear that three pieces of
Information are needed, I.e,

a time series on gross fixed capital formation (in constant rand
value),
an assumption on the rate of depreciation, and
an estimate of the initial capital stock level.

Table 4.1 Estimated Fixeded Capital Stock of the KZN Provincial Government in
2001
Fixeded capital stock : KZN Provincial Government
Fixeded capital stock : General government
2001 R 718 963 000 000
Provincial Equitable Share
32% R 230068 160 000
KZN Provincial Equitable Share
21% R 48 314 313 600

(Source: SA Reserve Bank, National Treasury, own calculations)




deflator was used to calculate the real provincial government
gross fixed capital formation.

Figure 4.1: Nominal and Real Provincial Government Total Capital Expenditure
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seasonal adjusted real provincial government gross fixed
capital formation was determined using the ratio to moving
average method in EViews.

Figure 4.2: Real Provincial Government and Real Seasonal Adjusted Provincial

Government Total Capital Expenditure (R’000)
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Inventory method where;

Koo, = R 48 314 313 600

GFK5001 = R500 124 400
O =80

Figure 4.3:

(Constant 2005 prices) KZNCAPSTOCK
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There seems to be high degree of correlation between the two
variables. The correlation coefficient is estimated at 0.76.

Figure 5.1: Co-movement of Provincial Gross Domestic Product per Skill Adjusted

Labour Supply and Total Fixed Capital Stock per Skill Adjusted Labour Supply (Rand)
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It is possible to estimate the regression function for the
variables as displayed in figure 5.2, i.e., provincial gross
domestic product per skill adjusted labour supply and total
fixed capital stock per skill adjusted labour supply in 1st
difference log format using the following equation:

dly; = a + dIfg: + &
where:
Yt = provincial gross domestic product per skill adjusted labour supply in 1%
t
difference log format, i.e. dr(}’—t}
5

gt = provincial total fixed capital stock per skill adjusted labour supply in 1%
t

difference log format, i.e., df(‘q—t)

5

g = error term



To test the hypothesis that the coefficient on the provincial
capital stock per capita term is equal to 0.77, a Wald test will
be performed. The results suggest that the null Hypothesis
(D(LKZNCAPSTOCKPOP) = 0) can be rejected.

Table 5.1: Qutput of the Regression Equation
Dependent Variable: DLOG(VKZNGDP)

Variable Coefficient Std. Ermor t-Statistic Prob.

DLOG(VKZNFIXEDSTO

CK) 0.633757 0.118612 D.343444 0.0000

C 0.003584 0.001605 2476248 0.0172

R-squared 0.393542 Mean dependent var 0.005178

Adjusted R-squared 0.379759 5.D. dependent var 0.013720

S.E. of regression 0.010805 Akaike info criterion -6.175120

Sum squared resid 0.005137 Schwarz criterion -6.095613

Log likelihood 144 0278 Hannan-Quinn criter. -6.145336

F-statistic 28.95239 Durbin-Watson stat 1.2905528

Prob(F-statistic) 0.000003




yt = a10 + a1ye1+ azke-1+ a13ge1ten
ke = 220 + a21ye1+ azzKe-1+ az3gr1+e2:
g = as0 + a31yr1+ azke1+ azsge1+ean

where;

¥t = provincial gross domestic product per skill adjusted labour supply in 1%

difference format, ie. d(i—:)

ke = total national capital stock (general government and private) per skill adjusted

_ _ gt _ kt
labour supply in the province in 17 difference format, i.e., d{;}

gt = provincial total fixed capital stock per skill adjusted labour supply in 13t

t
difference format, i.e_ {g_t}
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adjusted labour supply will cause an average quarterly 4
percent increase in the provincial gross domestic product per
skill adjusted labour supply.

Figure 5.11: Forecast of the VAR
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A possible alternative to the above two approaches is to
develop a vector error correction model (VECM) based on the
below Cobb-Douglas production function using the Johansen
Co-integration test. The four variables are integrated to the
same order, I.e., they are integrated to the order 1.

InYt = ag+ alnS; + finK; + yinG, + &

Y, Is the real aggregate level of provincial output (GDP) at
period t, K, is the aggregate total national capital stock (general
government and private) in the province (excluding aggregate
provincial public capital stock), G, is the aggregate provincial
public capital stock, and S, is the skill-adjusted aggregate
provincial labour supply. ¢, is the stationary error term. The log
transformed variables will be used in the model.




Table 5.4: Results of the Johansen Co-integration test

Series: LOG(VKZNGDP) LOG(VKZNLABOUR) LOG(VSAFIXEDSTOCK) LOG(VKZNFIXEDSTOCK)

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05
MNo. of CE(s) Eigenvalue Statistic Critical Value Prob.**
Mone * 0.541659 55.60042 47.85613 0.0078
At most 1 0.306579 20.54407 2979707 0.3867
At most 2 0.080852 4 068764 15.49471 0.8979
At most 3 0.006047 0272958 3.841466 0.6014
Trace test indicates 1 cointegrating eqn(s) at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
“MacKinnon-Haug-Michelis (1999) p-values
Unrestricted Cointegration Rank Test (Maximum Eigenvalue)
Hypothesized Max-Eigen 0.05
MNo. of CE(s) Eigenvalue Statistic Critical Value Prob.**
Mone * 0.541659 35.10635 2758434 0.0045
At most 1 0.306579 16.47531 21.13162 0.1983
At most 2 0.080852 3.795806 1426460 0.8803
At most 3 0.006047 0272958 3.841466 0.6014

Max-eigenvalue test indicates 1 cointegrating eqn(s) at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
“MacKinnon-Haug-Michelis (1999) p-values



We can derive the residual of the above co-integrating
equation. The error term is negative indicating that the long run
co-integrating model will revert back to equilibrium. The co-
Integrating coefficient of G, suggests that a 1 percent increase
In provincial capital stock will support a 1.9 percent increase
the change in the provincial gross domestic product.

DILOG(VKZNGDP)) = LOG(VKZNGDP(-1)) - 0.182651032796"LOG(VKZNLABOUR(-1)) -
0.706033757589"LOG(VSAFIXEDSTOCK(-1)) +
0.0196600977309"LOG(VKZNFIXEDSTOCK(-1)) - 3.67909894887




Table 5.6:

Results of the VECM

Dependent Variable: D(LOG{VIKZNGDP))

D(LOG(VKZNGDP)) = C(1)*( LOG{VKZNGDP(-1)) - 0.182651032796
*LOG(VEKZNLABOUR(-1)) - 0.706033757589*LOG(VSAFIXEDSTOCK(-1)) +
0.0196600977309"LOG(VKZNFIXEDSTOCK(-1)) - 3.67909894887 ) + C(2)
*D{LOG(VKZNGDP(-1))) + C(3)"D(LOG(VKZNGDP(-2))) + C(4)
*DILOG(VKZNLABOUR(-1))) + C(3)"D(LOG(VEKZNLABOUR(-2))) + C(6)

(
*DILOG(VSAFIXEDSTOCK(-1))) + C(7)"D(LOG(VSAFIXEDSTOCK(-2))) + C(8)
*DILOG(VEZNFIXEDSTOCK(-1))) + C(9)y* D{LOG(VKZNFIXEDSTOCK(-2))) +
C(10)
Coefficient Std. Emor t-Statistic Prob.
C(1) -0.068938 0.050913 -1.354035 0.1847
C(2) 0.328744 0.180708 1.819198 00777
C(3) -0.238954 0.195907 -1.219732 02310
C(4) 0.062154 0.130521 0476199 0.6370
C(9) 0.032078 0.131624 0243707 0.8089
C(6) 0.054467 0.242360 0224738 08235
C(7) 0467715 0.213265 219311 0.0352
C(8) -0.760067 0.364835 -2.083320 0.0448
C(9) 0.386711 0.326561 1.184191 02446
C(10) 0.005381 0.005375 1.001157 03238
R-squared 0327598 Mean dependent var 0.008818
Adjusted R-squared 0.149610 S.D. dependent var 0.009696
S.E. of regression 0.008941 Akaike info criterion -6.399524
Sum squared resid 0.002718 Schwarz criterion -5.994026
Log likelinood 150.7895 Hannan-Quinn criter. -6.249146
F-statistic 1.840558 Durbin-Watson stat 1.880639
Prob(F-statistic) 0.096467




The results indicate that the co-integrating coefficient (cl)
(speed of adjustment towards long run equilibrium) have a
negative sign suggesting a long run causality from the three
Independent variables (S,, K, and G,) to the dependent variable
(Y i.e., the three independent variables have an influence in
the long run on the provincial gross domestic product.

The results of the vector error correction estimates (2 lags
Included) yield a coefficient of -.76 and 0.39 for the first
difference of the log provincial total fixed capital stock (y,,) and
first difference of the log provincial total fixed capital stock 2 lags
(Y.»), respectively. Estimating the system using OLS indicates
that the y, ; coefficient is statistically significant (p=0.04) where
as the y,, coefficient is not statistically significant (p=0.24).
Testing for the joint significance (using the Wald test statistics)
of the y,; and y,, coefficients indicates that they are not jointly
significant (p=0.07). This indicates that there seems to be no
short run causality between the provincial capital stock and the
provincial gross domestic product.




Testing the above model for statistical errors indicate that 1)
the R squared is fairly low, 2) the f statistic (joint significance) is
not statistically significant, 3) the Breusch-Godfrey Serial
Correlation LM test indicates that the model is not suffering
from serial correlation (p=0.35), 4) the Heteroskedasticity Test:
Breusch-Pagan-Godfrey indicates that the model does not
have Heteroskedasticity (p=0.08) and 5) the residuals are
normally distributed (p=0.67).
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average quarterly 10 percent increase in the provincial total
fixed capital stock will cause an average quarterly -2.13
percent increase (decrease) in the provincial gross domestic
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Figure 5.12: Forecast of the VECM
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single equation model (average quarterly increase of 8.9
percent), model 2 is the VAR model (average quarterly
Increase of 5.7 percent), and model 3 is the VECM model
(average gquarterly increase of -0.13 percent).

Figure 5.13: Comparative Forecasts of the Three Models (%, 201392 to 2020qg4)
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SUMMARY AND CONCLUSIONS

The empirical results support the argument of a long run
equilibrium relationship between provincial capital stock and
provincial gross domestic product. The results also suggest

that the long run causality or effect fades over time, albeit
slowly. However, the nature and statistical significance of the

long run equilibrium relationship is ambiguous at best. On the

other hand, no evidence of a short run equilibrium relationship
could be found. Therefore, there does not seem to be any
causality between provincial capital stock and provincial gross
domestic product in the short run. This is not unsurprising
given that provincial public investment projects take numerous
years to complete.




Appendix J



Infrastructure Funding & Delivery: A
KwaZulu-Natal Case Study

The views expressed in this working paper are the views of the author and might
not necessarily reflect the views of the Provincial Treasury. All rights reserved —
2010 - 2014



ESTIMATING THE PROVINCIAL PUBLIC
INFRASTRUCTURE GAP

This section attempts to estimate the required
provincial public gross fixed capital formation
and provincial public fixed capital stock for the
period 2014 to 2021 using five different
approaches. These approaches are based on
International examples and case studies.



Average Quarterly and Average Annual % Change
In the Variables, 2002 to 2013

where;

de = rate of depreciation

g = provincial economic growth rate

cs = provincial public capital stock accumulation
gfct = provincial public gross fixed capital formation
nfcf = provincial public net fixed capital formation

Average %

change gfcf  nfcf

Quarterly 0.61 0.76 497 3.72
Annual 500 258 346 10.74 5.74




Provincial Public Fixed Capital Stock Estimates (R’million
average per quarter)

Estimates icor capitaloutput growthrate gdp% population

2002 49 881 49 881 49 881 49 881 49 881
2003 51676 51676 51676 51676 51676
2004 53 094 53 094 53 094 53 094 53 094
2005 53 184 53 184 53 184 53 184 53 184
2006 53 623 53 623 53 623 53 623 53 623
2007 54 394 54 394 54 394 54 394 54 394
2008 55 599 55 599 55 599 55 599 55 599
2009 57 834 57 834 57 834 57 834 57 834
2010 59 050 59 050 59 050 59 050 59 050
2011 60 368 60 368 60 368 60 368 60 368
2012 62 984 62 984 62 984 62 984 62 984
2013 64 157 64 157 64 157 64 157 64 157
2014 62 488 69 339 62 778 63 515 62 504
2015 60 980 72 806 61 834 63 033 60 964
2016 59 627 76 445 61 376 62 709 59 533
2017 58 428 80 268 61 467 62 543 58 206
2018 57 377 84 281 62 186 62 534 56 979
2019 56 472 88 495 63 627 62 682 55 846
2020 55711 92 920 65 907 62 985 54 804
2021 55 090 97 566 69 164 63 445 53 850




Provincial Public Gross Fixed Capital Formation Estimates
(R’ average per quarter)
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Provincial Public Gross Fixed Capital Formation Estimates
(R’ average per quarter)
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Provincial Public Gross Fixed Capital Formation Estimates

(R’ average per quarter)
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FUNDING MODELS FOR PROVINCIAL
PUBLIC INFRASTRUCTURE

Section 4 suggests that the current provincial
public fiscal infrastructure allocations (gross
capital fixed formation) will be insufficient and
that the provincial public infrastructure gap will

continue to increase over the following number
of years. It is therefore reasonable to urge that
the provincial public’s ability to finance the
infrastructure gap Is very limited. This is
already very evident given the costs pressure
faced by the provincial departments of health,
education and transport.




The provincial government therefore essentially
faces two options, I.e., the infrastructure gap
are allowed to continue or alternative models

are developed to finance the infrastructure gap.

Given the social pressures and the need to
growth the economy at above 4 percent levels

per annum, option one seems undesirable and
counterproductive. The provincial government
thus has only one option and that is to develop
and implement alternative funding models to
address the infrastructure gap.




he KZN Infrastructure Bank is based on the

“stockvel” principle. It's a collective scheme with
both the public and the various private sector

companies contributing X amount every year to
the Bank. The private sector Is incentivized

through tax incentives, CSlI incentives and
guaranteed work to participate in the Bank.
Bank is managed via a PPP. Bank commission
the hospital on behalf of the public and allocate
the work to one or more of the participating
private entities on a rotational basis.




Summarized Funding Models

Funding Model Model Type |Who Finance Who Pay Probability

Borrowing - Bonds | On budget | Provincial Government Savers Low

Borrowing - On budget Provincial Government Savers Low

Corporate

PPP - Equity On and Off | Owner Entity and Provincial | Shareholders and Medium
Budget Government Tax payers

PPP - BOOT On and Off | Owner Entity and Provincial |Shareholders and Medium
Budget Government Tax payers

PPP - Lease On and Off | Provincial Government Shareholders and High
Budget Tax payers

Asset Sales Off Budget | Provincial Government Buyers High

Finance the Users | On Budget |Provincial Government Tax payers High

Investment On and Off | Provincial Government Tax payers and Medium

Bank/Fund Budget Savers




SUMMARY AND CONCLUSIONS

The analysis support the argument of a long run public
Infrastructure gap.
On the other hand the provision of public infrastructure Is
economically and socially desirable and needed.
The current model of on-budget finance is inadequate and
outdated
New and innovative models of public infrastructure finance is
needed.
How do the private sector pay for public infrastructure?
Various options are practiced internationally.
These and other models have to be further studied and
Interrogated.

Its time for innovative and practical solutions to finance the
growing public infrastructure gap.




Appendix K



Relationship between Business
Confidence Indicators and Real
GDP? — A Regional Spatial
Panel Approach

The views expressed in this working paper are the views of the author and might not
necessarily reflect the views of the Provincial Treasury. All rights reserved — 2010 -
2014



Timely information about processes occurring in both the
national and provincial economy is crucial for the analysis and
decision making for economic policy purposes. Annual and
guarterly information on GDP is of great relevance to policy
makers as it is a broad indicator of domestic activity covering
all sectors of the economy. Unfortunately this information on
domestic activity is available only on the national economy and
IS only available on a provincial level with a significant time
delay: the provincial release is available only after at least two
years after the national release. The information lag creates a
significant problem for analysing, forecasting and decision
making on a provincial level.



This paper presents a first attempt to model the relationship
between regional business confidence and regional GDP
growth rates employing a panel data approach that include
one-way and two-way fixed and random effects to accounts for
either regional and time heterogeneity or homogeneity.
Performing real-time provincial analysis will potentially
eliminate the time delay. While the results presented in the
paper remain tentative due to limited data availabllity, they
provide a benchmark which future research may build on.



The European Central Bank (ECB) published a working paper
In March 2002 stating that there has been a growing literature
on confidence indicators and their use in monitoring or
forecasting short-term economic developments. The ECB
further argues that these indicators are now regularly followed
both by public and private institutions to get both an indication
of the current economic situation and in some cases to help in
predicting short term developments (ECB, Working Paper 133,
2002).



The ECB then published working paper 622 in May 2006 In
which they use the European Commission’s Economic
Sentiment Indicator that combines confidence in the
manufacturing, construction, retail and non-retail services with
consumer confidence. The ECB argues that one of the main
advantages of this methodology is parsimony. However the
ECB also use the various confidence surveys separately (ECB,
Working Paper 622, 2006).






Time

2011
2012
2013
2011
2012
2013
2011
2012
2013
2011
2012
2013
2011
2012
2013

gdp
Yidt
3.49
2.15
2.10
3.97
3.63
2.80
3.43
0.49
0.60
3.62
3.69
2.80
3.52
2.66
2.10

conf

Xidt
74.95
68.55
69.65
63.45
68.20
49.95
73.70
78.55
41.65
61.00
67.00
69.00
78.00
71.00
53.00

(Stats SA, own calculations) (drb = Ethekwini, pmb = Msunduzi, rby = Umthlatuze, psh — Hibiscus Coast and nwc — Newcastle)



The Panel — five regions from 2011 to 2013
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Sum squared
resid

Pooled Model

Cross Section Fixed Effect Model

Within, Q, Estimation

Time Fixed Effect Model

Cross Section Random Effect Model

Time Random Effect Model

Two-Way Error Component Fixed Effect Regression Model

Two-Way Error Component Random Effect Regression Model




Constant

Confidence

Adjusted R

Fixed Effects
F test

Random
effects
LM test

Pooled

0.875
(0.6402)
0.028
(0.3218)

0.004

Fixed Effect

0.127
(0.9409)
0.039
(0.1324)

0.346

2.699

JIUDIC]] |5

Random
Effect

0.421
(0.7933)
0.035
(0.1524)

0.089

1.370

Two Way
Fixed Effects

1.348
(0.3679)
0.013
(0.5892)

0.668

5.33%**

Two Way
Random Effects

1.692
(0.2685)
0.016
(0.4541)

-0.030

0.988




SUMMARY AND CONCLUSIONS

In this study | used panel data estimation techniques to assess
the relationship between business confidence and real GDP
growth rates on a regional basis. Due to the fact that these

technigues incorporate both time-series and cross-section

dimensions of the data, in theory, the degrees of freedom of
the estimation should improve, generating more representative
coefficient estimates. Another important reason for using these
techniques is the fact that the study was able to acknowledge
regional heterogeneity, therefore capturing unobservable
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Is the Municipal Bond Market a
Viable Option for KwaZulu-
Natal Based Municipalities?
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Creating Effective
Partnerships for Local
Economic Development
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