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The effect of response measures to climate change on South Africa’s economy and trade

Executive summary

Introduction

Article 4.8 of the United Nations Framework Convention on Climate Change (UNFCCC) provides
that ‘Parties shall give full consideration to ... the impact of the implementation of response measures,
especially on ... (h) Countries whose economies are highly dependent on income generated from the
production, processing and export, and/or on consumption of fossil fuels and associated energy-
intensive products’. Article 2.3 of the Kyoto Protocol to the UNFCCC requires that developed country
Parties (Annex I) ‘shall strive to implement policies and measures ... in such a way to minimize ...
effects on international trade’ as well as minimizing the adverse effects on developing country Parties
(Article 3.14). If Annex I Parties implement mitigation, they are assumed to buy less oil, coal or other
fossil fuels.

In this context, response measures are actions taken or initiated by developed countries (Annex 1) but
with the impacts and ramifications flowing on to developing countries. The concern of developing
countries, therefore, is in those impacts which to a greater or lesser extent depend on the degree of
exposure of developing countries to trade (with or without the implementation of corresponding
climate measures within the developing countries themselves). The South African economy derives
much of its growth from production related to the energy-intensive sectors of its economy. In general,
with the climate negotiations on the future of the climate regime post-2012, the implications for
energy-intensive and trade-exposed sectors of the economy need to be clearly understood.

This research confirms findings of previous studies (see Section 1.3), that the impacts of response
measures may imply losses of exports in some sectors, but also possibly gains in other sectors. In this
report the scenarios examined are broader than those examined under an earlier Fund of Research into
Industrial Development, Growth and Equity (FRIDGE) study. In particular, this study highlights the
impacts which response measures have on sectors other than the manufacturing sector, including
mining, agriculture and tourism. The present report has provided a more specific identification of
energy-intensive and trade-intensive sectors — and those that are both energy- and trade-intensive. We
have also examined variations related to scenarios with and without emission trading among Annex I
countries, and extended this to the consideration of a no-lose crediting approach for non-Annex I
(NAI) countries.

Identifying trade-exposed and energy-intensive sectors

Analysis of trade-exposed sectors finds that industries that are most trade-intensive are not only
mining and heavy industries but include other more diversified industries such as basic metals,
chemicals, machinery and transport equipment. Descriptive analyses are conducted at the commodity
level and at the industry level. At the commodity level there is some limited evidence that South
Africa’s merchandise export trends are moving away from traditional export clusters in the resources
towards higher-added-value clusters such as machinery, transport and other equipment. However, in
terms of global trade it would appear that more conventional commodities trade (of minerals) has
made something of a comeback on the back of rapid economic expansion in Asia. Thus, although at
the industry level the overriding observation remains that resources and related activities such as basic
metals and basic chemicals are the key driver of South African exports, diversification into value-
added activities such as machinery and transport equipment is noticeable. Agriculture’s exports,
however, seem to have become more important, while those of processed food have lost ground. This
is an interesting trend in that it suggests a reversing of the beneficiation process that may to a larger
degree be taking place in the minerals resources complex.

When an expanded view of ‘trade exposure’ is considered which includes not only direct but also
indirect intermediate imports, analysis still identifies the list of ‘usual suspect’ sectors in terms of trade
exposure, as shown in the table below. South Africa’s tertiary industries remain less exposed to trade.
So, despite some tentative signs of diversification, resource-intensive sectors remain important to
exports and are trade-exposed.
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No. Trade-exposed Energy-intensive Energy-intensive and trade-exposed
1. Mining, basic metals Basic metals
(ferrous and non-ferrous (iron and steel and non- | Basic iron and steel
metals) ferrous metals)
Machinery Non-metallic minerals Non-ferrous metals
Chemicals Chemical ?”d Chemicals and petrochemicals
petrochemical products
Oil Refining and related Mining and quarrying Mining and quarrying (incl. coal)
High tec_h industries Machineries and manufactures (incl. food
(professional and -
o . products and transport vehicles and
scientific equipment and equipment)
TV electronics) quip
6. Transport services including air transport

The analysis of energy-intensive industry sectors reviews available data, particularly energy balances,
in order to identify those sectors with high energy-to-output ratios (with energy use per unit of
economic output as our metric of energy intensity). Energy-intensity is used as a proxy for emissions-
intensity, since this analysis does not consider changes in fuel mix. Applying this analysis to industry
sectors shows a clear set of the ‘top four’ as shown in the table above.

The more energy-intensive sectors that stand out include basic metals (iron and steel as well as non-
ferrous metals), non-metallic minerals, chemical and petrochemical products, and mining and
quarrying. Together these comprise the ‘top four’ energy-intensive industrial sectors. This could be
due to issues in the underlying data, or a real effect. A possible explanation could include a move to
more tertiary sectors and a service economy. The other possibility would be that some energy
efficiency measures are having an impact. Further analysis and longer, more consistent time-series
would be needed to identify any such trend definitively. Combining the two underlying analyses, we
identify as energy-intensive and trade-exposed (EITE) sectors as below.

Modelling the impacts of response measures for different scenarios

Having identified EITE sectors, we model the impact of response measures on South Africa under
different scenarios. The scenarios considered include two reduction scenarios for Annex I — 25%
(Scenario 1) and 40% (Scenario 2) below 1990 levels by 2020. Each of these two Annex I mitigation
scenarios considers three different variants, distinguished by their assumptions about emissions
trading (ET): (a) no emissions trading; (b) trade only among Annex I countries; and (c) access to
carbon markets for NAI countries on a no-lose crediting basis. The ‘No emissions trade’ scenario is
not considered likely, given existing and planned trading schemes, but provides a benchmark against
which marginal abatement costs of other variants can be assessed. ‘Annex I emissions trade’ keeps the
situation as with the Kyoto Protocol, with trading limited to developed countries but not extended to
developing countries. The third variant considers a situation (as currently under negotiation for the
period after 2012) in which NAI countries could trade on a ‘no-lose crediting’ basis.

The overall results of modelling the impacts of response measures suggest that, nationally, losses due
to exports (coal and other) are offset by gains in exports of EITE sectors. However, this occurs only in
a situation with emissions trading extended beyond Annex I, on the basis of no-lose crediting for NAIL
In the case of the ‘No ET’ scenario and the ‘Annex I ET’ scenario, South Africa can expect real
production losses, essentially because global competition for export of energy-intensive goods to
Annex | countries intensifies on the back of falling fossil fuel prices (due to falling world demand)
which may end up allowing some NAI regions such as China to gain from the competition, but
resulting in losses for others such as South Africa. The overall losses, however, can be turned into
potential gains if NAI regions are allowed to participate in a global ET scheme on a ‘no-lose’ basis.

In terms of potential gains from emissions crediting, South Africa might earn $285 billion in 2010 (for
the 25% no-lose NAI mitigation scenario which rises to $470 million for the 40% scenario), $121
million in 2015 ($187m) and $64 million in 2020 ($68m). These potential earnings should be
understood in the context of massive gains from emissions trade by Annex I countries: for example,
the US would save $4288 million in 2020 in the 40% scenario.



The effect of response measures to climate change on South Africa’s economy and trade

A summary of the analysis can be described briefly in terms of winners and losers as follows:

Losers:

e ‘Coal mining’ irrespective of emissions trading regimes, due to reduced worldwide demand in all
scenarios relative to Business as usual (BaU) (around -1.5 to -2% per annum in ‘no ET’ and
‘Annex I ET’ Scenarios and around -2.5 to -3% in ‘Annex I ET with NAI no-lose crediting
scenario). More specifically the figures above show (as well as those in Table 3.10 later) that
across all three scenarios assessed (No ET, Annex I ET and Annex I ET and no-lose crediting) the
coal sector stands to lose in terms of exports. In the last scenario, however, with no-lose crediting,
the magnitude of this negative impact on the coal sector is significantly smaller, dropping from
5.4% in ‘no ET’ to 0.3% in ‘no-lose crediting’.

e Other EITE sectors benefit from no-lose grading, but show some losses otherwise. These sectors
are ferrous metals; agriculture, food and tobacco; chemical, rubber and plastic; motor vehicle and
equipment; non-ferrous metals; other manufacture; international tourism. This is due to a
combination of reduced demand (income effect) in Annex I countries and strong competition from
other NAI countries in the supply of these goods to Annex I countries. ‘Air transport’ escapes
from losses because of the benefit of reduced fuel costs due to reduced world demand for fuels
(relative to BaU scenario). ‘Iron and steel’ and ‘Other mining’ avoid reduction due to ‘leakage
effects’ to South Africa despite competition from other NAI countries.

Winners:

e ‘Iron and steel’, ‘Other mining’ and ‘Air transport’ in ‘No ET’ and ‘Annex I ET’ scenarios. The
positive impact on ‘Air transport’ in South Africa is primarily due to reduced fuel costs due to
reduced world demand for fuels (relative to BaU). The positive impacts on ‘Iron and steel’ and
‘Other mining’ in South Africa are partly due to potential ‘leakage effects’.

e Most EITE sectors can turn losses into gains with ‘No-lose trading’ or even just ‘Annex I trading’
— except ‘Coal mining’, ‘Iron and steel’, and ‘Other mining’. The potential losses outweighed by
the positive income effect from improved efficiency in this ET regime, particularly if the sectors
have access to the carbon markets directly.

e ‘International tourism’ — as with most sectors — shows positive impacts when there is ‘Annex I ET
with NAI no-lose crediting’, but reports losses when there is no NAI no-lose crediting. This is (at
least in part) due to the way this sector is created in this analysis." Firstly, ‘International tourism’
shows negative impacts in ‘No ET” and ‘Annex I ET’ scenarios because of the negative impacts
on the ‘Trade and other transport (except air transport)’ and ‘Other market services’ sectors
despite positive impacts on the air transport sector. Only in the ‘Annex I with NAI no-lose
crediting’ scenario that this is turned around.

Robustness of the results and sensitivity analysis

Scenario 1 results show that there is an important shift in the pattern of economic activity and trade in
the South African economy, and in particular on the EITE sectors, when the emissions trade
arrangement is changed from ‘No ET” or ‘Annex I ET’ to one with a ‘no-lose credit’ arrangement that
allows NAI countries to earn credit for their efforts to reduce rather than to increase their own
emissions in response to Annex I regions implementing climate policy measures. The reason is that
the world as a whole can benefit from increased efficiency of climate policy and lower relative costs,
and these benefits can flow on to all countries, including South Africa. Efficiency gains do not,
however, address issues of equitable distribution of gains from trade across countries. The benefits of
increased climate policy efficiency can be said to come from three sources:

In this study we assume the expenditure level of ‘International tourism’ takes up a fixed proportion of the total
expenditure level in sectors such as ‘Other market services’, ‘Recreational and other services’, ‘Trade and
transport’ (see Table 3.2). This means when the total expenditure in these sectors changes (as a result of the
climate response measures) we implicitly assume that the expenditure level by international tourists in these
sectors also changes by the same proportion. This implies either that the expenditure level per tourist remains the
same but the total number of tourists change or the number of tourists remains the same but the expenditure level
per tourist has changed. Future studies may want to determine either or both of these two factors (in some
exogenous simulations) to determine more accurately the changes in the proportion of international tourism
expenditure level in these sectors over different periods rather than assuming them to remain unchanged, as is
done in this study.
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D)

ii)

iii)

Output or production expansion effect, which sees the world economic output (and hence world
demand for exports and imports) increased, even if the same climate policy target (for the world
as a whole) is maintained.

Production efficiency effect, which sees a switch from energy-inefficient (and emissions-
inefficient) production activities to energy-efficient activities. This allows NAI countries to reduce
their emissions (at least in relative terms), rather than increasing them, and this can bring benefits
to both NAI regions and Annex I regions. Emissions can be reduced in the regions where it is
most cost-effective to do so, meaning more mitigation takes place overall. Increased global
mitigation has benefits for all countries in avoiding greater climate impacts, to which poor
countries and communities are particularly vulnerable. This is the ‘gains from (emission) trade’
effect even if ‘trade’ here is still limited because it is confined only to a form of ‘no-lose credit’
given to NAI efforts at reducing emissions rather than by an explicit allocation of emissions
permits.

Consumption efficiency effect, which sees a switch of consumption activities from energy and
emission intensive commodities/activities to less energy-intensive ones, even if the same level of
welfare is maintained.

Depending on how these three effects interact, the impacts on South African energy-intensive and
trade-exposed sectors will differ, as analysed under Scenario 1. Overall, the results of Scenario 2 help
to reinforce the results of Scenario 1. They show that even with significant changes in the climate
policy target (from 25% reduction to 40% reduction below 1990 emissions level for Annex I regions)
the patterns of the impacts on South Africa do not change in any significant way, even though the
magnitudes of the impacts will change (as expected). There is, however, a significant shift in the
patterns of impacts when there is a change in emissions trading regime from ‘Annex I ET’ to ‘Annex I
ET with NAI no-lose crediting’ remains with Scenario 2 as in Scenario 1.

Recommendations
The findings suggest that policy-makers might wish to consider the following:

Negative impacts on the coal exports sector need to be considered for further studies.

The mixed impacts on a range of sectors, including iron and steel, non-ferrous metals, chemicals,
machinery and transport equipment, due to the differences inherent in different ET regimes, need
to be considered for climate change considerations and negotiations, as well as for domestic
industry policies. More specifically:

o In terms of international climate policy negotiations. In particular, the potential gains (for
South Africa as well as other developing countries) from an ET regime which allows for
crediting for developing countries on a ‘no-lose’ basis. These potential gains are reflected in
the results of this study and implies this is a promising policy approach. This approach can,
therefore, be supported at the international negotiation level; but at the same time, further
research needs to be conducted at the South African level to help identify more specifically
the gains for South Africa and policies needed to facilitate these gains.

= Research is needed to understand how this ET approach would work in practice in South
Africa and to what extent it would help reinforce, or is in conflict with, domestic policies
aimed at energy savings in South Africa, to move towards a low-carbon economy.

=  The impacts of industrial energy efficiency policies in South Africa and impacts of
international ET regimes on South African sectors have domestic budgetary
implications, such as profitability and employment, as well as environmental
implications such as lower greenhouse gas emissions and future sustainable development
of the country (Howells & Laitner, 2005). The key question is how to reconcile or
combine these two consequences.

o In terms of domestic climate policy on mitigation, the identified EITE sectors would either
require a structured regulatory approach (e.g. benchmarks for emissions intensity in relation
to their greater exposure), or incentives. Incentives could be domestically defined, e.g.
through incentives to improve energy efficiency (and thus reduce intensity) or incentives in
industrial policy for trade-exposed sectors.

The impacts on agriculture and tourism deserve particular attention. Specific areas of focus for
further work are suggested in section 5.
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In general, previous studies have found the sectoral impacts of response measures to be negative. This
report shows, however, that not all impacts will be negative, and in fact some sectors will experience a
positive gain from the implementation of response measures to climate change by Annex I countries.
South African policy-makers must thus be aware of not only the sectoral gains and losses but more
importantly the magnitude of these losses, and the degree to which they can be balanced by gains.
Ultimately, trade and climate policy-makers need to be prepared to deal with the energy-intensive and
trade-exposed sectors identified in this report.

vi
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1. Response measures to climate change

1.1 Context

Article 4.8 of the United Nations Framework Convention on Climate Change (UNFCCC) provides
that ‘Parties shall give full consideration to ... the impact of the implementation of response
measures, especially on ... (h) Countries whose economies are highly dependent on income
generated from the production, processing and export, and/or on consumption of fossil fuels and
associated energy-intensive products’. Article 2.3 of the Kyoto Protocol to the UNFCCC requires
that developed country Parties (Annex I) ‘shall strive to implement policies and measures...in such a
way to minimize...effects on international trade’ as well as minimizing the adverse effects on
developing country Parties (Article 3.14). If Annex I Parties implement mitigation, they are assumed
to buy less oil, coal or other fossil fuels. More recently, there has been debate whether a broader set
of issues should be included here, for instance the issue of carbon footprint which implies products
produced from developing countries and bought by developed countries, involve many intermediate
production processes which may impact upon (as well as be impacted upon by) climate measures
and therefore should be taken into account. Also, there is the issue of international tourism” which
affects production and consumption activities of both developed and developing countries jointly.

1.2 Problem statement and relevance

In this context response measures are actions taken or initiated by developed countries (Annex 1) but
with the impacts and ramifications flowing on to developing countries. The concern of developing
countries therefore is in those impacts which to a greater or lesser extent depend on the degree of
exposures of developing countries to trade (with or without the implementation of corresponding
climate measures within the developing countries themselves). For example, South Africa or China
may or may not want to impose a carbon tax or emissions reduction targets on their own industries,
In such a situation, if Annex I countries decide to reduce their CO, emissions, some of the energy
and emissions intensive activities in Annex I countries may be partially shifted to developing
countries (due to a phenomenon known as ‘leakage’).” This phenomenon will work to the advantage
of developing countries. However, a different phenomenon may also be adversely impacting
developing countries. For example, South Africa exports coal to Annex I countries and therefore,
due to climate response measures in Annex I countries, their demand for coal will be reduced. In this
example, impacts on South Africa would be negative, unless this trade can be to a large extent be
directed towards other non-Annex I countries. The analysis of the response measure impacts on
South Africa must therefore distinguish between energy and emission-intensive industries (which
can benefit if carbon constraints are imposed in Annex I countries), and the coal export sector which
will be adversely affected. Also, some sectors such as agriculture, forestry and fishery, which may
not be energy and emissions-intensive in its own production® but with a dependence on transport as a
means to trade and transport is emission intensive sector, the sector can also be said to be impacted
upon by climate response measures.

Negotiations are currently underway under the UNFCCC. There is thus a need to give effect to
consolidated action to stem the tide of climate change, including as mandated by Ministers in the

One of the challenges faced when trying to model the impact of climate change responses specifically on
tourism was the lack of model inputs. As a consequence, this is not dealt with at this stage.

The Intergovernmental Panel on Climate Change (IPCC) Fourth Assessment Report confirmed with ‘high
agreement and medium evidence that there may be effects from Annex I countries’ action on the global
economy and global emissions although the scale of carbon leakage remains uncertain’ (IPCC 2007: 37). This
phenomenon may to some extent be averted by other measures such as border tax adjustment (import tax or
export subsidy based on differences in energy intensities between home and foreign countries and taking into
account the presence or absence of carbon taxes). Also, in reality leakage may not be significant due to other
constraints in developing countries such as production capacity, and product quality differentials etc.
Agriculture is not emissions intensive in terms of CO, emissions but can be if negative impacts on carbon
sequestion due to land clearing is included and also Agriculture can be emissions intensive in terms of CH4 and
N,O emissions (the latter due to the use of fertilizers). Agriculture, forestry and fishery therefore would be an
important sector to consider (on its own right rather than as a sector relying on transport) if the issue of land use
and emissions of CH,; and N,O are included.

ENERGY RESEARCH CENTRE
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Bali Action Plan and negotiations for further commitments for Annex I parties under the Kyoto
Protocol. Addressing the risk of such adverse impacts for developing countries is an important factor
in ensuring a successful outcome to the negotiations.

This project involves an economy-wide descriptive analysis and scenario modelling exercise to
ascertain the possible effect of response measures to climate change on South African trade in the
global arena. The focus of analyses is on identifying the energy-intensive and trade-exposed sectors
of the South African economy, and determining how they would respond to the implementation of
response measures.

1.3 Previous studies

One previous study has examined these issues. Overall, the Fund of Research into Industrial
Development, Growth and Equity (FRIDGE) study found that the ‘net effect of Policies And
Measures (PAM’s) are projected to have a marginally positive overall impact on the South African
economy’ (Consult 101, EC & IDC 2001). In other words, the impacts of response measures on
South Africa are probably relatively small, and, if anything, marginally positive. Van Seventer et al
(2001) similarly analyze the impact of implementing the Kyoto Protocol on the South African coal
market and economy and find that, depending on the choice of climate change policy regime, South
Africa can expect to experience negative or positive impacts on coal exports depending on the
stringency of emission-reduction targets imposed on developed countries and South Africa
respectively.

1.4 Purpose of this study

The South African economy derives much of its growth from production related to the energy-
intensive sectors of its economy. As a non-Annex-I country, South Africa has no binding
commitment to reduce its greenhouse gas (GHG) emissions by a quantifiable amount, but this may
change in the future. The country’s dependence on coal-intensive energy generation does make it a
comparatively large producer of GHG emissions globally (Winkler & Zipplies, 2009a). In this report
the scenarios to be examined are broader than those examined under the FRIDGE study as it will
highlight the impacts which response measures have on sectors other than the manufacturing sector,
including mining, agriculture and tourism. At the outset an overview of the current energy-intensive
and trade-exposed sectors of the economy are identified in Section 2. This identification is then used
to establish the impact of implementing response measures to climate change on South African
trade. This is done through an economic simulation analysis in Section 3. Ultimately, the purpose of
this analysis is to examine the impacts of climate change response measures on trade-offs that also
involve South Africa’s trade relations. In Section 5 this report provides recommendations that would
offer information on response measures in the lead-up to the UNFCCC negotiations in Copenhagen,
Denmark in December 2009. In the longer-term, the connections with trade and industrial policy
need to be taken into account in developing national climate policy, as South Africa proceeds to
define a sustainable development path that would make a transition to a low carbon economy and
society.

ENERGY RESEARCH CENTRE
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2. Identifying the trade-exposed and energy-intensive
sectors of the economy

2.1 Export and trade-intensive sectors of the economy

211  Introduction®

An important concern in the policy discussions around the impact of climate change on the South
African economy is the degree to which response measures to climate change may impact on its
trade with the rest of the world. The focus in this section is an analysis of the trade exposure of
South African industry. For completeness, the impacts of such measures on imports are also assessed
to understand the implications these have on overall trade of industries in South Africa.

A useful first step in a structured approach to energy intensive and trade exposed sectors under a
carbon price may be to identify the industries concerned. This section identifies trade-intensive
sectors, then energy-intensive ones separately, before combining the findings to identify EITE
industries.

Before turning to the first analytical steps, some background of where South Africa comes from in
this regard is briefly outlined. Minerals extractions and processing industries make a decisive
contribution to South Africa’s exports; historically, and at present, coal, gold and platinum comprise
South Africa’s top three exports by value; with iron ores and concentrates, these four categories
comprised 32% of South Africa’s exports in 2008 (DTI, 2005).

Not only are exports an important contributor to GDP in South Africa, the economy has become
more open since the first democratic elections in 1994. An active policy of trade liberalisation
resulted in a considerable reduction of the import tariffs during the 1990s. Competition from imports
has seen many local producers struggle with employment losses often the consequence. But
intermediate imports have become more affordable and final imports cheaper. Import competition
has seen the general price level being reduced, while some argue that competitiveness has improved.
However, there is no denying that exports increased considerably during the 1990s, whether this was
associated with trade policy measures or with re-entering the global trade scene — or more likely due
to a combination of the two. The net effect of trade liberalisation on employment has been debated
intensely (for an overview see Edwards et al, 2009). In this section we consider industry level
exports and more broadly, trade exposure as a way of describing the risk of negative impact on
South Africa’s trade position of responses to climate change, as developed countries undertake
mitigation.

21.2 Macroeconomic context

By way of context we briefly sketch the macroeconomic picture of the last 10 years or so. Until a
year ago, South Africa’s economic growth had been well above its long-term average (of just over
3% since 1946), for almost 10 years. From a basis of low growth in the late 1990s to medium growth
in the early years of the next decade, growth in real GDP (measured at basic prices in terms of
annual percentage change) climbed to over 4% and remained there for the period June 2004 to June
2008. However, the global financial crisis has caused GDP growth to retreat to almost negative
territory since March 2009, as can be seen in Figure 1 below. Here, it can also be seen that while
growth in final consumption expenditure was elevated to very high levels of more than 6% over the
same period; it started dropping off from the end of 2007, much earlier than GDP.

Relatively high GDP growth was maintained for longer, mainly due to growth in gross capital
formation, associated with infrastructure spending. Export growth has been erratic over the last 10
years with some negative patches along the way. However, the recent decline is more marked, well
below the period average, and coincides with the global financial crisis. These trends have brought
about a marked shift in the contributions of main macroeconomic variables, as can be seen in Table
2.1. Final consumption has made way for investment (gross capital formation reflects investment),
the latter rising from the 15% share that it had occupied for the previous two decades or so. Exports

5 In this report the terms ‘trade-intensive’ and ‘trade-exposed’ are used interchangeably.

ENERGY RESEARCH CENTRE
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have maintained a share of just over 25% of GDP, slipping only slightly. With higher growth,
imports tend to rise, as can be seen in the last column.

Table 2.1: Expenditure shares in GDP, constant 2000 prices

Source: South African Reserve Bank Quarterly Bulletin and own calculations

Final Final consumption| Gross capital Exports of |Imports of
consumption expenditure: formation: gross | goods and |goods and
expenditure: general fixed capital services services
households government formation

Ave last 4 quarters to Jun09 67.9% 19.6% 22.7% 26.3% 34.1%
IAve Sep04-Jun09 quarter 66.9% 19.2% 19.5% 26.5% 32.3%
IAve Sep99-Jun04 quarter 63.3% 18.5% 15.5% 27.0% 25.1%
Note: Row totals do not add to 100% since imports are reported here as a positive share while in the national accounts
they would have to be subtracted from exports in order to arrive at net exports. Also, we have ignored inventory changes
and residuals here.
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c) Gross capital formation: Gross fixed capital formation

d) Exports of goods and services

Note: All figures reflect constant 2000 prices, annual percentage change

Figure 2.1: Main macro economic variables, annual percentage change
Source: South African Reserve Bank Quarterly Bulletin (2009)
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21.3  Trade-intensive commodities and industries

Although exports have maintained a fairly constant share of GDP over the last five years they may
still differ widely across commodities and industries. With that in mind, we proceed by examining
what the picture is at the commodity level followed by the industry level. We employ the United
Nations Commodity Trade Statistics database (UNComtrade)® at the two digit level of commodity
disaggregation (according to the Harmonised System or HS classification) as well as the Quantec
Standardised Industry Database’ which identifies 46 industries at varying levels of two to three digits
South Africa Standardised Industry Classification (Statistics South Africa, 1993).

2.1.3.1 Commodities

With a global trade database such as UNComtrade we can examine South Africa’s export
performance in a global context. However, this can only be achieved with a classification that is
common across countries. This forces us to examine commodities rather than industries (but we will
return to them later). The next table shows the twenty-five (out of 100) most important two digit
commodity clusters in South Africa’s export basket over the last five years. They represent more
than 90% of South Africa’s total commodity exports.

Table 2.2: Merchandise trade for South Africa in global context
Source: UNComTrade global trade database (http://comtrade.un.org/)

1 2 3 4 5 6
H3 2 Digit Code and Descripior Expors  AnnAve Aveshare WridAnn Wrdave AveRCA Comment
(R§000)  Growh  2004-08 AveGrowh share 2004-  2004-08
2008 2004-08 2004-08 08 Col3/ Cold

1 71: Pears, precious siones, metals, coins, eic 104,085 17.0% 18.8% 18.2% 21% 8.3 Underperiormer

2 72: Iron and sieel 74728 13.2% 120% 18.1% 3.0% 4.0 Underperiormer

3 27: