














156 (^Squared 

was exogenously rising real wages. Another part was due to a rising 
wage elasticity of demand for labor. The policy implication of this 
finding was that the country faced a tradeoff between earnings levels 
of those employed and the number employed and that a national 
dialogue was needed to decide where the socially optimal point on the 
employment-earnings frontier would be for South Africa. 

At the same time, qualitative research was undertaken on business 
problems in South Africa, and here is what it showed. According to a 
research study conducted jointly by the Greater Johannesburg Metro
politan Council and the World Bank, corporate CEOs in South Africa 
identify the leading constraints to business growth as crime and viol
ence, labor regulations, interest rates, exchange rates, corruption in 
government, skills shortage, and tax rates. The leading priorities for 
remedying this situation, according to these CEOs, are for the national 
government to promote an efficient and flexible wage policy in the 
labor market, maintain macroeconomic policy stability, and promote 
an efficient and flexible interest rate policy. Note well: Labor regula
tions are number two on the list of problems and wage policy is num
ber one on the list of remedies. Remember, though, that high wages 
and regulated labor markets are by no means the same thing. 

Which brings us at last to the case of Mr. Isaacs. I met Mr. Isaacs 
in December 2000 in a Rexall Pharmacy on the Camps Bay Road 
outside of Cape Town. In Mr. Isaacs' shop is a 1998 newspaper article 
lauding him for being in the Guinness Book of World Records as the 
oldest practising pharmacist in the world: 93 years old. So we got to 
talking about his work, his business, and the larger South African so
ciety. Mr. Isaacs told me the following story. For many years, he ran 
his pharmacy with the aid of an assistant. Thirty-two years ago, he said, 
he took her on for a month and she stayed with him for thirty-one 
years, until she got too old and sick and had to retire. Since then, he 
said, he runs the business all by himself. "Why," I asked, "do you do 
it all on your own?" and here is how he answered. "You see, Professor, 
if I take on an assistant in these times and that person doesn't work out, 
I can't dismiss him/her. I don't want to be stuck with somebody like 
that, so I'm doing business on my own." This from a 95-year-old man 
in a country with 34% unemployment! 
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So why is unemployment in South Africa so tragically high? Above 
market-clearing wages? The labor hassle factor? Quantitative research 
reveals the importance of the first, qualitative research the importance 
of the second. Both are true. There can be no question that both types 
of research are needed. 

If I do my homework before going to a country, I find that nine out 
often of my prior hypotheses are borne out, but it is the tenth one that 
makes the trip worthwhile. At the same time, I fear that we run a great 
risk if, once in the field, we start by asking people what problems they 
perceive and what should be done about them. Why? Because people 
respond to perceived private benefits and private costs, given their 
frame of reference and knowledge. However, policy must be based on 
social benefits and social costs, which usually diverge from the private 
ones. 

So where do we start? For me, quantitative research is the most 
informative place to begin. If I had to do only one kind of research, that 
is what I would do, and I would do it as carefully as my skill with sta
tistical and econometric methods would allow. But I don't have to do 
one kind of research, nor does anyone else, which is why it is good that 
we get away from our Stata commands and out in the field every once 
in a while. 
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