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INTEREST RATE REFORMS, SAVINGS AND ECONOMIC GROWTH:
EMPIRICAL EVIDENCE FROM SOUTH AFRICA?

This study takes a fresh look at the dynamic relationship between interest rate liberalisation,
savings and economic growth in South Africa. The study attempts to answer 2 critical questions: i)
Does interest rate liberalisation Granger-cause savings in South Africa? ii) Do savings that result
from interest rate liberalisation Granger-cause economic growth? The interest rate liberalisation
in this study is proxied by the flexible deposit interest rate. Using the recently introduced ARDL-
bounds testing approach, the study finds a unidirectional causal flow from interest rate liberalisa-
tion to gross domestic savings. The results also show a unidirectional causal flow from interest rate
liberalisation to economic growth. The study, however, fails to find any causal flow from savings to
economic growth. This shows that, while interest rate liberalization (proxied by the flexible deposit
interest rate) Granger-causes savings, the savings that result from interest rate liberalisation do not
Granger-cause economic growth. This finding is not surprising - given the low level of savings expe-
rienced in South Africa over the last few years.
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Hikosxac M. Oniam60

PE®OPMU ITPOLIEHTHOI CTABKH, 3AOITAKEHHS
I EKOHOMTYHE 3POCTAHHS: EMITIPUYHI JAHI IIIOJ0 IOAP

Y cmammi npedcmaeaeno Hoseuil noeasd Ha OUHAMIMHUII B83AEMO36 30K MidC
aibepaaizauicto NPOUEHMHUX CMABOK, 3A0UWAONCEHHAMU | EKOHOMIYHUM 3DOCMAHHAM Y
Ilisdenniii Agppuui. Asmop 6ionogié na maxi numanns: 1) Qu enausae aibepaizauis npoyenmnux
cmaeok Ha 3pocmanns 3aowadxncens y Ilieoenniti Agppuui? II) Yu enaueac pieensv 3aouiadxncens,
aki € pezyavmamom aibepaaizauii npoueHmMHuUX CcMaeoxK, HA eKOHOMIYHe 3pOoCMmanHA?
Jibepaaizauis npouyeHmnux cmaeox 6 uboMy 00CAIONCEHHI GUBCOCHA 3A SHYHKOI NPOUEHNHOI
cmagkor no denosumy. Buxopucmoeyrouu memoo aemopezpecusnozo posnoditenozo aaey,
006e0eno, w0 iCHye npuMuUHHA 0OHOHANDPAGACHA 3AAEHCHICID 8A108UX GHYMPIWHIX 3aA0WA0}CEHb
610 aibepaaizauii npouenmnoi cmaexu. Pesyibmamu makoxc noxazaau, wio iCHye npuvuHHa
00HOHANPABACHA 3AAEHCHICIING eKOHOMIMHO20 3DOCMAHHS 610 Aibepanizauii npoueHmHuUX cmagox,
aze 3a1ex}CcHOCmi eKOHOMIMHO020 3POCMAHHA 6i0 3aowadxiceny He euseaeno. Lle nokasye, uo
aibepaaizauis npoueHMHUX CMAGOK 6NAUBAE HA PIBEHb 3A0ULAONCEHb, dle 3A0UlA0NCeHHS, AKI €
pesyavmamom aibepanizauii npoueHmMHUX CMAoK, He GNAUBAIOMD HA eKOHOMIYHe 3DOCHMAHHA.
Ileit 6ucnosox nepedbauysanuil, 6paxogyrouu HusbKuii pigenv 3aouwadxcens y Iliedenniii Agppuui
NpOMs20M OCIMAHHIX 0eKL1bKOX POKi6.

Karouosi caosa: Agpuka, Illiedenna Agpuka, ounamika npoueHmHuUx cmasox, 3a0ua0iceHHs,
eKOHOMIYHE 3pDOCMAHHSL.
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B cmamve npedcmaeaen HogGwvlli 632430 HA OUHAMUHMECKYIO 63AUMOCEA3L MexHCOy
aubepaausauueil NPOUEHMHBIX CMABOK, cOepedceHuaMu u 3KoHomu4eckum pocmom 6 FOxcnoii
Acppure. Aemop omeewaem na marxue eonpocoti: 1) Bausem au aubepasuzauus npoueHmHvIX
cmaeok Ha pocm coOepexcenuil 6 IOxcnoii Agpuxe? II) Bausem au yposenv coepexcenuil,
KOmopble SA6AAI0MCA Pe3yabmanmom Aubepau3auis npoueHmusIX Cmagox, Ha IKOHOMUMECKUI
pocm? Jlubepaausauus npoueHmHbIX CMABOK 6 3MOM UCCAe008AHUU GbléedeHdA No 2udKol
npouenmnoli cmaexe no denosumy. Hcnoav3ys memoo aemopezpeccueénHozo pacnpeoeieHHo2o
aaza, 00Ka3amo, 4Mo Cywecrmeyem RPUMUHHAS OOHOHANPABACHHAS 3A6UCUMOCHb BAA08LIX
éHympeHHUX cOepexcenuil om aubepaausauyuu npouenmunou cmaeku. Pe3yiomamor makice
HOKA3aAu, 4mMo Cywiecmeyem npu4uHHasi 0OHOHANPAGACHHAS 3AGUCUMOCHb IKOHOMUHECKO20
pocma om Aubepaiu3auuu nPOUCHMHBIX CIMAGOK, HO 3ABUCUMOCHIU IKOHOMUHECKO20 POCIA OMm
coepexcenull He 6bLA6AeHO. IMO NOKA3bI6AEM, MO AUOEPAAUIAUUA NPOUEHMHBIX CINABOK GAUCH
Ha ypoeeHs chepeycenuii, HO cOepexcenust, KOMopoie 6AAIOMC Pe3YIbmamom aubepaiuzayuu
HNPOUEHMHBIX CMAGOK, He GAUAIOM HA IKOHOMuUHecKuil pocm. Jmom 6v1600 npedckazyem,
yuumoleéasa HusKuil yposensv coepexcenuii 6 FOxcnoii Apppure 6 mevenue nocaedHUX HecKOAbKUX
aem.

Karouesvie caosa: Agpuxa, HOxcnas Agpuka, dunamuka npoueHmHsIX cmasok, coepedceHus,
IKOHOMUYECKUL pOC.

1. Introduction. South Africa was one of the first developing countries to imple-
ment interest rate liberalisation in 1980. The rationale for this rapid interest rate lib-
eralisation was to allow banks greater flexibility and to encourage competition.
Unfortunately, South African experience of interest rate liberalisation, just as in other
developing countries, has been mixed. Following the liberalisation of interest rates,
many countries suffered sharp increases in interest rates, worsening inflation, unsta-
ble exchange rates and declining savings and investment rates. In some instances,
there has been a widespread belief that the original theory of financial liberalisation,
which was even supported by the Breton Woods institutions, was oversold to many
developing countries. In particular, South Africa had to learn some lessons the hard
way from rapid financial liberalisation. After being one of the first developing coun-
tries to liberalise its interest rates in 1980, South Africa had to tighten its capital con-
trol in 1985 in response to capital flights, following the worldwide imposition of eco-
nomic sanctions against the country. Previous studies on this topic have concentrat-
ed mainly on Asia and Latin America, affording sub-Saharan African (SSA) countries
either very little coverage or none at all. Even where such studies have been under-
taken, findings on the role played by high interest rates and their effect on financial
deepening and economic growth are at best inconclusive. Previous empirical studies
on this subject suffer from 3 major limitations. First, the majority of the previous
studies on this subject have attempted to examine the direct relationship between
interest rate reforms and economic growth. Yet, it is now becoming clear that the
relationship between interest rate reforms and economic growth is an indirect one.
Interest rate liberalisation impacts on economic growth inter alia through its influ-
ence on savings. Secondly, the majority of previous studies have concentrated main-
ly on the use of a bivariate causality test to examine the causal relationship between
financial development and economic growth and may, therefore, suffer from the
omission-of-variable bias. Thirdly, some previous studies have relied on the cross-
sectional data to examine the relationship between interest rate reforms and eco-
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nomic growth. Yet, it is now clear that the cross-sectional method of lumping togeth-
er data on the countries that are at different stages of financial and economic devel-
opment, may not satisfactorily address the country-specific effects.

The current study, therefore, attempts to fill this lacuna by examining the direc-
tion of the inter-temporal causality between interest rate liberalisation, savings and
economic growth — using the recently introduced ARDL-bounds testing approach.
The remainder of the paper is organized as follows: Section 2 traces the origin of
interest rate liberalisation in South Africa. Section 3 sketches the relationship
between interest rate liberalisation and economic growth. Estimation techniques and
empirical results are presented in Section 4; while Section 5 concludes the study.

2. Interest Rate liberalisation in South Africa. The liberalisation of interest rates
in South Africa was initiated in 1980, shortly after the De Kock Commission Report
of 1978. During the 1960s and 1970s the South African interest rates, just like other
financial prices, were quantitatively controlled. The rationale for this rapid interest
rate liberalisation was to allow banks greater flexibility and to encourage competition.
However, South Africa like other developing countries, adopted a rather rapid
approach to financial liberalisation, with reversal in some instances. The precondi-
tions necessary for the implementation of financial liberalisation, such as macroeco-
nomic stability, prudential regulations, timing of the policy and the speed and
sequencing issues were not closely observed. For instance, the liberalisation of inter-
est rates should begin with inter-bank market rate liberalisation, followed by lending
rates and then by deposit rates. Unfortunately, this conventional approach was not
followed in South Africa, just as in many other developing countries. South Africa,
therefore, had to tighten its capital control in 1985 following massive capital flight,
which was worsened by the worldwide imposition of economic sanctions in the 1980s.

Although nominal interests increased rapidly following interest rate liberalisa-
tion, the real interest rates remained largely negative until the mid-1980s. This was
largely due to the high inflationary pressures during the 1980s. The nominal deposit
rate, for example, increased immediately after the adoption of financial liberalisation,
from 5.54% in 1980 to 18.29% in 1984 before declining between 1984 and 1987.
Between 1988 and 1990, the nominal deposit rate increased again, with the highest
rate (18.86%) being recorded in 1990. However, this high deposit rate did not last for
long. Between 1991 and 1994 the nominal deposit rate showed another declining
trend. Although the rate increased between 1995 and 1998, the rate later declined in
2000. By 2001, the nominal deposit rate was 9.37%. Despite this high and generally
increasing rate, the real deposit rate exhibited a number of negative values. The real
deposit rate remained negative during the first 4 years after liberalisation, despite the
rapid financial reforms adopted in 1980. The lowest rate was -10.12%, recorded in
1987. However, the rate thereafter remained positive in most cases, with the highest
rate (7.98%) being recorded in 1997. Between 1997 and 2001 the rate showed a more
or less continuously declining trend.

As in the case of the deposit rate, the trend of the lending rate also showed a gen-
eral upward trend following the liberalisation of interest rates in 1980. The nominal
lending rate increased from 9.50% in 1980 to 19.33% in 1982, before declining slight-
ly to 16.67% in 1983. The rate later increased to 22.33% in 1984. Between 1985 and
1987 the nominal lending rate showed a declining trend. Although the rate improved
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between 1988 and 1990, it later declined between 1991 and 1994. Between 1995 and
1998 the rate showed an increasing trend. However, since 1998, the rate has been
declining. It is worth noting that throughout the period 1980-2001 the nominal
lending rate remained at a double-digit level, with the exception of 1980 when the
lending rate of 9.50% was recorded. Unlike other rates, the real lending rate
remained positive in most cases, with the exception of -3.43% recorded in 1980, -
1.86% in 1986, -6.32% in 1987, and -0.80% in 1988. The highest real rate was
13.22%, recorded in 1998. This persistent positive real lending rate was attributed
to the high and increasing nominal lending rate, which in most cases was above the
prevailing inflation rate. Figures 1-3 show the trends of deposit rate, gross domes-
tic savings and GDP per capita (% change) in South Africa during 1997-2010,
respectively.
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Source: World Development Indicators (2012).
Figure 1. The Trend of Deposit Rate in South Africa
During 1997-2010
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Figure 2. The Trend of Gross Domestic Savings
in South Africa During 1997-2010
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Figure 3. The Trend of GDP Per Capita (% Change)
in South Africa During 1997-2010
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3. Literature Review. The argument that advocates that interest rate liberalisation
leads to economic growth is based on the theoretical framework and analytical under-
pinning of McKinnon (1973) and Shaw (1973). In their separate works these 2 econ-
omists argued that the pursuance of policies such as low and administered interest
rates, selective credit control, and concessional credit practices, among others, lead
to widespread financial repression in developing countries (Odhiambo, 2005).
According to the theory of McKinnon and Shaw, which later became known as the
McKinnon-Shaw hypothesis, the liberalisation of interest rates enables savers to
switch some of their savings from unproductive real assets to financial assets - hence
expanding the supply of credit in the economy. In this way, interest rate liberalisation
impacts positively on economic growth, inter alia, through its influence on financial
deepening and savings. McKinnon (1973), for example, assumed that the constraint
on investment in developing countries is the supply rather than the demand for loan-
able funds. This is because financial sectors in many developing countries are
assumed to be highly repressed and the demand for loanable funds exceeds the sup-
ply. In this way, an increase in interest rates will unambiguously attract deposits (loan-
able) funds, thereby leading to an increase in financial deepening, savings and eco-
nomic growth. This orthodoxy became so popular that it even influenced the think-
ing of the World Bank and International Monetary Fund (IMF). Although the ideal
of interest rate liberalisation has received significant support over the years, the mech-
anism through which it affects economic growth remains controversial, on both the
empirical and the theoretical fronts.

In particular, the relationship between interest rates and savings has been the
subject to intense debate among economists for many years. On the one hand, there
are authors who find empirical support for the proposition of a significantly positive
interest responsiveness of savings. On the other hand, there are those who find little
or no support for the above-mentioned proposition. Studies, which have found some
support for positive interest rate elasticity of savings include those of Fry (1977,
1978), Yusuf and Peters (1984), Rossi (1988), Leite and Makonnen (1986) and De
Melo and Tybout (1986), among others. Contrary to these findings, there are studies
that have found very little or no support for positive interest elasticity of savings.
These include Williamson (1968); Gupta (1984, 1987); Giovannini (1983); Bandiera
et al. (1999); Warman and Thurwill (1994); Ocampo et al. (1985); and Arrieta (1988),
among others.

4. Empirical Model Specification.

4.1. A Multivariate Granger-Causality Model. In this section, a trivariate Granger
causality model is used to examine the causal relationship between interest rate liber-
alisation, savings and economic growth in South Africa. Unfortunately, causality
studies based on a bivariate framework have been found to be very unreliable, as the
introduction of a third important variable could change both the inference and the
magnitude of the estimates (Caporale and Pittis, 1997; Caporale et al., 2004). The
trivariate Granger causality test based on the error-correction model can be expressed
as follows (Odhiambo, 2008):

m n n
y/Ni=%g +2}"1iy/Nt—i +27"2iDt—i +27»3iGDS / GDPH+7L4ECTt—1 Uy 1
i=1

i=1 i=1
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m n n
Dy =g+ 0y /Ny_i+ X 0oiD; i + Y 94jGDS /GDP,_+9,ECT, ; +g, Q)
i=1 i=1 i=1

m n
GDS/GDP, =8, + Y 8y /Ny i+ Y 85D, ; +
i=1 i=1 (3)

§ 83iGDS / GDPy#_j+84ECT; 1 +V,
t—i
i=1

where:

ECT,_, = error correction term lagged one period,

y/N,_; = real per capita income (y/N),

D,.; = deposit interest rate,

GDS/GDP,_; = Gross domestic savings (% of GDP),

W, € and v = mutually uncorrelated white noise residuals.

In addition to indicating the direction of causality amongst variables, the error
correction model also enables us to distinguish between short-run and long-run
Granger causality. For example, the F-test and the explanatory variables indicate the
short-run causal effects, whereas the long-run causal relationship is implied through
the significance of the t-test of the lagged error-correction term.

4.2. Data Source and Definitions of Variables.

4.2.1. Data Source. Annual time series data, which covers the 1980 to 2011 peri-
od, is utilised in this study. The data used in the study are obtained from different
sources, including various series of the South African Reserve Bank reports,
International Financial Statistics (IFS) Yearbooks published by the International
Monetary Fund and World Bank Statistical Yearbooks.

4.2.2. Definition of Variables. The following are definitions of the variables used
in this study:

i) Deposit rate (d) = proxy for interest rate liberalization.

ii) Real GDP per capita: The real per capita GDP is computed as follows:

Real GDP per capita (y/N) = real GDP (y)/total population (N).

iii) Savings (S/Y) = gross domestic savings/GDP.

4.3. Empirical Analysis.

4.3.1. Stationarity Tests. The results of stationary tests in levels (not presented
here) indicate that the variables used in this study are non-stationary in their levels.
The variables are, therefore, differenced one, in order to perform stationary tests on
differenced variables. Tables 1 and 2 present the results of the stationarity tests on the
differenced variables.

The results reported in Tables 1 and 2 show that after differencing the variables
once, all the variables were confirmed to be stationary. It is, therefore, justified to
conclude that all the variables are integrated of order one [I(1)].
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Table 1. Stationarity Tests of Variables on First Difference:
PHILIP-PERRON (PP) TEST

Variable NO TREND TREND

DLd -3.451775** -3.591020**
DLy/N -3.518831** -4.837894* **
LGDS/GDP 5424647 * -5.564620***

Note: The truncation lag for the PP tests is based on Newey and West (1987) bandwidth.
Notes: *, ** and *** denote the 1%, 5% and 10% levels of significance respectively.

Table 2. Stationarity Tests of all Variables on First Difference: DF -GLS Test

Variable NO TREND TREND

DLd -4.917164*** -5.135038***
DLy/N -3.167021*** -4.256774***
LGDS/GDP -3.316975*** -4.829880%***

Notes: *, ** and *** denote the 1%, 5% and 10% levels of significance respectively.

The results reported in Tables 1 and 2 show that after differencing the variables once, all the
variables were confirmed to be stationary. It is, therefore, justified to conclude that all the variables
are integrated of order one [I(1)].

4.3.2. ARDL-Bounds Testing Approach. Having established that the 3 variables
used in this study are integrated of the same order (order one), the next procedure is
to test the possibility of cointegration among them. For this purpose, we use the
recently introduced ARDL-bounds testing approach. The ARDL-bounds model
used in this study can be expressed as follows:

n n
Alny /Ny =0+ Y oy Alny /Ny + Y 0ip,AIND, ; +
i=1 i=0

2 4)
Y 03,AINGDS /GDP,_; +0.4lny /N,y +

i=0
o5/nD;_; + 0,gInGDS /GDP; _; + 14

n n
AIND, =B + Y ByAIND,_; + Y BoiAlny /N, _; +
i=1 i=0

y 5)
YB3, AINGDS / GDP,_; +B,InD,_; +

i=0
Bsiny /N;_; +BgInGDS /GDP;_; + 1,

n n
AINGDS /GDP; =8, + Y 8,,AInGDS /GDP,;_; + ¥ 85,AInD,_; +
i=1 i=0 (6)

n
ZSS,AIny/NH +08,4InGDS /GDP;_4 + 85InD;_y + dglny / N;_4 + 11
i=0
where:

Iny/N = the log of real per capita income.

InD = deposit interest rate.

GDS/GDP = gross domestic savings (% of GDP).

1, = white noise error term.
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A = first difference operator.

The ARDL-bounds testing approach to cointegration involves 2 major steps. In
the first step, the order of lags on the first differenced variables in equations (4)-(6) is
obtained from the unrestricted models. For this purpose, the Akaike information cri-
terion (AIC) and the Schwartz Bayesian criterion (SBC) are used. In the second step,
the bounds F-test is applied to the optimal lags of equations (4)-(6), in order to estab-
lish whether there is a long-run relationship between interest rate liberalisation, sav-
ings and economic growth. The results of the bounds test are reported in Table 3.

Table 3. Bounds F-test for Cointegration

Dependent variable Function F-test statistics
Aln yN, y/N (D, GDS/GDP) 46219
ATnD, D(y/N, GDS/GDP) 0.9689
AInGDS/GDP, GDS/GDP(D, y/N) 4.1328*
Asymptotic Critical Values

1% 5% 10%

1(0) 1(1) 1(0) 1) | 1IO) I
Pesaran et al. (2001), p. 301, | 4.99 5.85 3.88 461 3.38 4.02
Table CI(iv) Case IV

Note: ** and * denote the statistical significance at the 5% and 10% levels, respectively.

The results reported in Table 3 show that there 2 cointegrating vectors, namely
economic growth (y/N) and gross domestic savings (GDS/GDP). This is supported
by the calculated F-statistics in the y/N and GDS/GDP equations, which are high-
er than the upper-bound critical values at the 5% and 10% levels, respectively. Unlike
in the y/N and the GDS/GDP equations, the calculated F-statistic in the interest
rate equation is lower than the upper-bound critical value. This means that the null
hypothesis of no cointegration cannot be rejected in this equation. This applies, irre-
spective of whether the test is conducted at the 1%, 5% or 10% levels.

4.3.3. Analysis of Causality Test Based on Error-Correction Model. Although coin-
tegration indicates the presence of Granger causality, at least in one direction, it does
not indicate the direction of causality between the variables. The direction of the
Granger causality can only be detected through the error-correction model (ECM)
derived from the long-run cointegrating vectors. The results of the causality test
between interest rate liberalisation, domestic savings (GDS/GDP) and economic
growth (y/N) are displayed in Table 4.

The results reported in Table 4 show a long-run unidirectional causal flow from
interest rate liberalisation to economic growth — both in the short run and in the
long run. The short run causality is supported by the corresponding F-statistics in
the economic growth which is statistically significant. The long-run causality, on the
other hand, is supported by the coefficient of the error-correction term in the eco-
nomic growth function, which is negative and statistically significant. The results
also show that there is a short-run and a long-run unidirectional causality from both
interest rate liberalisation and economic growth to gross domestic savings. This is
confirmed by the corresponding F-statistics and the coefficient of the error-correc-
tion term in the gross domestic savings equation which are all statistically significant.
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Table 4. Causality Test between Interest Rate Liberalisation,
Domestic Savings and Economic Growth

F-statistics [P-value] t - statistics
Dependent Alny/N, A InD, AInGDS/GDP, |ECM
variable
A Tny/N, - 6.5755[0.0046]***  |2.0612[0.1370] -0.21

[-2.374]*

A InD, 1.8078[0.1934] - 1.6491[0.2130] -

A InGDS/GDP; 6.6473[0.0026] *** 4.5778[0.0104]** - -0.8514

[-4.253]***

Note: ** and *** denote statistical significance at the 5% and 1% levels, respectively.

5. Conclusion. In this paper, the dynamic relationship between interest rate lib-
eralization, savings and economic growth has been investigated - using the recently
developed ARDL-bounds testing approach. Specifically, the paper attempts to answer
two critical questions: i) Does interest rate liberalization Granger-cause savings in
South Africa? And ii) Do savings that result from interest rate liberalisation Granger-
cause economic growth? The interest rate liberalisation in this case is measured by the
deposit rate. The cointegration results show there are two cointegrating vectors
between interest rate liberalization, savings and economic growth. The causality
results show a unidirectional causal flow from interest rate liberalization to gross
domestic savings. The results apply — irrespective of whether the causality is estimat-
ed in the short run or in the long run. The results also show a unidirectional causal
flow from interest rate liberalisation to economic growth. The study, however, failed
to find any causality from savings to economic growth. This shows that, while inter-
est rate liberalization (proxied by the deposit rate) Granger-causes savings, the sav-
ings that result from interest rate liberalisation do not Granger-cause economic
growth. This finding is not surprising - given the low level of savings that South Africa
has experienced during the past decades. Indeed, South Africa's average savings rate
has dwindled significantly since the 1980s. Although efforts have been made in recent
years to boost the level of savings in the country, the current savings rate is still con-
sidered to be very low, and is far below the country's potential level. In fact, if it were
not for the continued increase in corporate savings and the substantial increase in
government savings over the past few years, South Africa by now would be fully reliant
on foreign capital inflow for its investment — a source of investible funds found to be
very unreliable and unpredictable in many countries — especially during the periods
of economic and political uncertainty.

References:

1. Arrieta, Gerardo M. (1988). Interest Rates, Savings and growth in LDCs: An Assessment of
Recent Empirical Research, World Development 16(5): 589-605.

2. Bandiera, O., Caprio, G., Honohan, P. and Schiantarelli, F. (1999). Does Financial Reforms
Raise Or Reduce Savings? Policy Research Working Paper No. 2062, World Bank.

3. Caporale, G. M. and Pittis, N. (1997). Causality and Forecasting in Incomplete System, Journal
of Forecasting 16: 425-437.

4.  Caporale, G M, Howells, P.G and Soliman, A.M. (2004). Stock Market Development and
Economic Growth: The Causal Linkages. Journal of Economic Development 29(1): 33-50.

5. De-Mello, J. and Tybout, J. (1986). Effects of Financial Liberalisation on Savings and
Investment in Uruguay. Economic Development and Cultural Change, 34 (3): 561-585.

6.  Fry, M.J. (1977). Financial Instruments and Markets, In Conferencia Internacional Sobre

Economia Portuguesa, 11 a 13 Outubro de 1976ed, German Marshall Fund of the United States and
Fundacao Calouste Gulbenkian: 189-208.

ACTUAL PROBLEMS OF ECONOMICS, #7 (145), 2013



404 HOBUHU CBITOBOI HAYKU

7. Fry, M.J. (1978). Money and Capital or Financial Deepening in Economic Development,
Journal of Money, Credit and Banking 10: 464-75.

8. Giovannini, A. (1983). The Interest rate Elasticity of Savings in Developing Countries: Existing
Evidence, World Development 11 (7): 601-607.

9.  Gupta, K.L. (1984). Financial Intermediation, Interest Rate and the Structure of Savings:
Evidence from Asia, Journal of Economic Development 9 (July): 7-24.

10. Gupta, K. L. (1987). Aggregate Savings, Financial Intermediation and Interest Rates, Review of
Economics and Statistics (May).

11. Leite, S. and Makonnen, D. (1986). Savings and Interest Rates in the BCEAO Countries: An
Empirical Analysis, Savings and Development 10 (3): 219-131.

12. McKinnon, R.I. (1973). Money and Capital in Economic Development, The Brookings
Institution, Washington D.C.

13. Newey, W. and West, K. (1987). A Simple Positive Semi-definite, Heteroskedasticity and
Autocorrelation Consistent Convariance Matrix, Econometrica, 51.

14. Odhiambo, N.M. (2005). Money and Capital Investment in South Africa: A Dynamic
Specification Model, Journal of Economics and Business, Volume 57, Issue 3 (May/June).

15. Odhiambo, N.M. (2008). Financial Depth, Savings and Economic Growth in Kenya: A
Dynamic Causal Linkage, Economic Modelling 25.

16. Ocampo, J., Londorio, J.L. and Villar, L. (1985). A horro e Inversion en Colombia, Coyunturu
Economica, June.

17. Pesaran, M.H., Smith, R.J. and Shin, Y. (2001). Bounds Testing Approaches to the Analysis of
Level Relationships, Journal of Applied Econometrics, Vol. 16, Issue 3, pp. 289-326.

18. Rossi, N. (1988). Government Spending, the Real Interest Rate and the Behavior of Liquidity
Constrained Consumers in Developing Countries, IMF Staff Papers 34 (March): 204-40.

19. Shaw, E.S. (1973). Financial Deepening in Economic Development, New York, Oxford
University Press.

20. Warman, F. and Thirlwall, A.P. (1994). Interest Rates, Savings, Investment and Growth in
Mexico 1960-1990: Test of the Financial Liberalisation Hypothesis, The Journal of Development Studies
30 (3): 629-649.

21. Williamson, J.G. (1968). Personal Savings in Developing Nations: An Inter-temporal Cross-sec-
tion from Asia, The Economic Record 44 (June): 194-210.

22. Yusuf, S. and Peters, R.K. (1984). Savings Behaviour and Its Implications for Domestic
Resource Mobilisation: The Case of Republic of Korea, World Bank Staff Working Paper No.628,
‘Washington, DC, The World Bank.

Crattda Hagiia go penakitii 27.10.2012.

AKTYAJIbHI NTPOBJIEMW EKOHOMIKU, Ne7 (145), 2013



