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SOUTH AFRICA: ONE STEP 
FORWARD, TWO STEPS BACK
Lyal White & Lisa Brown1

South Africa’s lacklustre performance in recent years and declining competitiveness between 2006 and 2012 is reflected empirically 
through the GIBS Dynamic Market Index (GIBS DMI). The country has stagnated on key structural enablers of business and the deeper 
development of institutions that enhance competitive performance, contribute toward sustained dynamism and ultimately economic 
growth and development. Compared with its peers in Africa, Asia, Latin America and the Middle East, South Africa has been a ‘Static 
Market’, by-and-large failing to advance on core fundamentals and policy reforms since 2006. 

Background
The GIBS DMI is an index that measures the performance and 
progressive change of key structural and economic dimensions 
of countries around the world. It does this by assessing the 
institutional evolution of a country across political, social and 
economic spheres, through six pillars of institutional measures, 
over a seven-year period and with a comparative sample of 133 
countries. 

The six enabling pillars include: 

1. Open and Connected;
2. Red Tape;
3. Socio-political Stability;
4. Justice System;
5. Macroeconomic Management; and
6. Human Capital. 

Since 2006, the base year of the DMI measure, South Africa has 
remained ‘Static’, alongside a mixed group of countries with 
varying levels of development and institutional depth like India, 
Russia, the United States, Mexico, Canada, Australia, Chile and 
the majority of the European Union (EU). This diverse group of 
countries – including South Africa – share one thing in common: 
Their responses to local circumstances in their economies and the 
global financial crisis have resulted in a sluggish improvement in 
their institutions in the past seven years, stagnating structural 
progress and ultimately economic performance. 

 
The period of assessment (2006-2012) was particularly 
challenging for South Africa. This period was characterised by 
a decline in some important areas of the political economy and 
lost opportunities. Some factors, such as certain global events or 
trends which exposed institutional vulnerabilities, may have been 
out of South Africa’s control. These include:

 The Global Financial Crisis: For South Africa this had a 
dramatic impact on trade and investment, with a decrease 
in demand for exports to key trading partners in the United 
States and Europe, and a decline in foreign investment from 
those markets. South Africa’s outward investment also 
performed poorly as a result of the general slowdown in 
global and domestic output.  

 The Rise of New Markets: Some countries, however, used 
the crisis period as an opportunity to seek new sources 
of capital and investment, or to pursue reforms toward 
progressive change in their political and economic systems. 
This period was characterised by the rise of new markets 
in Asia and Africa, which increased competition for scarce 
supplies of foreign capital and trade in constrained markets. 
They did, however, also present new markets and new 
opportunities for South African exports and investors.   

 Africa’s Moment: Africa emerged as one of the best 
performing regions in the world during the period of DMI 
analysis, with more sustainable rates of growth, stronger 
levels of development and significant improvements in 
governance, political stability and safety. For the first 
time, South Africa has begun to experience real and direct 
competition from its sub-Saharan neighbours, which poses 
an interesting dynamic in terms of South Africa’s status and 
positioning in the region – especially with the emergence of 
large economies like Nigeria, which overtook South Africa 
as the continent’s largest economy in early April 2014, and 
others. It also presents an exciting opportunity for South 
African trade, investment and integration vis-à-vis African 
markets.

1 Dr Lyal White is the director of the Centre for Dynamic Markets (CDM) at the Gordon Institute of Business Science (GIBS), where he is also a senior lecturer. Lisa Brown is senior researcher for the India-
Africa Business Network (IABN) in the CDM at GIBS. 
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DMI MEASURE, SOUTH 
AFRICA HAS REMAINED 
STATIC . . .” 
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FIGURE 2: MAP OF STATIC MARKETS

FIGURE 1: SOUTH AFRICA’S PLACEMENT IN THE GIBS DMI
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AFRICA . . . PRESENTS AN EXCITING 
OPPORTUNITY FOR SOUTH AFRICAN TRADE, 

INVESTMENT AND INTEGRATION VIS-À-VIS 
AFRICAN MARKETS.” 
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SOUTH AFRICA’S COMPETITIVE 
POSITIONING IN 2014 
The South African economy grew by 1.9% in 2013. Key 
sectors failed to deliver high rates of growth compared to 
their counterparts across the globe, resulting in ongoing 
underperformance – most notably in the manufacturing sector 
where growth reached just 0.75%. Others sectors also lost 
competitive advantage vis-à-vis global peers. Top performing 
sectors were construction and financial services, which recorded 
growth rates of 2.83% and 2.41%, respectively.2 Global trading 
conditions continued to hamper manufacturing exports with 
ongoing restrained growth in the developed markets and, in 2013, 
a slowdown in key emerging markets. China was the exception. 
However, China is not a large importer of South African 
manufactured products. Ultimately, domestic challenges posed 
the biggest threat to South Africa’s competitiveness between 
2006 and 2013, and these continue to undermine real productive 
recovery. 

2013 saw continued recovery and the cyclical ascent out of the 
recession in the global economy. But China’s economy grew at 
its slowest rate in 20 years, India’s economic growth was below 
5% and Brazil failed to breach 1% growth. Meanwhile, the EU 
began to show real signs of recovery following the previous three 
or four years of recession and stagnation, and the United States 
saw positive employment growth for the first time since 2008. 
Monetary policy decisions in developed economies (e.g. tapering 
by the US Federal Reserve) shifted market expectations and many 
emerging markets saw greater outflows of capital. According to 
the IIF (2013),3 the movement of capital in 2013 was indicative of 
increasing concerns of the fundamentals that underpin growth in 
emerging markets. 

In addition to this, South Africa was grouped together with 
Indonesia, India, Turkey and Brazil in the ‘Fragile Five’ 
economies, reflecting monetary policy vulnerability and currency 
instability. Ongoing current account and fiscal deficits in these 
economies is expected to hamper economic growth and deter 
much-needed foreign capital inflows. 

South Africa failed to create real employment opportunities 
between 2006 and 2013, with widespread job losses between 2008 
and 2012 in key sectors. In 2013, 44 000 new jobs were created 
in the first quarter of that year, with agriculture and the public 
service sectors generating the lion’s share of those jobs.4 Despite 
this, national employment in 2013 was still lower than before 
the financial crisis in 2008/9. The average unemployment from 
2000 to 2013 was 25.6% – higher than that of any other emerging 
market. 

The external challenges and domestic performance mentioned 
above have diluted efforts to address structural issues such as 
job creation, improved trade liberalisation, anti-competitive 
behaviour and labour market reform in South Africa. In 2013, 
South Africa ranked 53rd out of 148 countries on the World 
Economic Forum’s Global Competitiveness Index. This is one 
position down from its 2012 ranking and 18 places down from its 
2007 ranking. The World Bank’s Ease of Doing Business Report 
ranked South Africa in 39th position in 2012, compared to 28th 

position in 2008. These measures reflect waning competitive 
performance in South Africa, as institutions geared toward 
creating an enabling business environment deteriorate or 
stagnate relative to global trends. This is confirmed by empirical 
results in the GIBS DMI. 

2  These figures are from Statistics SA, 2014.
3  See Institute of International Finance – October 2013 Outlook: http://www.iif.com/emr/capflows201310.php
4  This is based on information from the Industrial Development Corporation (IDC), 2014. 

FIGURE 3: SOUTH AFRICA’S GDP PERFORMANCE
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1. Open and Connected 
The Open and Connected pillar judges how open or closed a 
market has become through the measure of flows of goods, 
capital, people and information. Starting off a relatively 
strong base, South Africa continued to improve in this area by 
furthering its trade policies and improving on its financial market 
development indicators. However, South Africa did not enter into 
any new trade deals, which would have translated into significant 
progress in this area, nor did the country make significant 
progress toward double tax agreements or deepening existing 
trade pacts with the likes of the South American Common Market 
(Mercosur) or in the Southern African Development Community 
(SADC), which would have signalled an important development 
toward heightened connectivity. 

The Open and Connected pillar comprises three sub-pillars: 

 External Openness;
 Internal Openness; and
 Information Openness.

Indicators for these sub-pillars include the following: 

 Trade policies, ownership restrictions and capital controls;
 Trade logistics;
 Movement of people;
 Financial sophistication and internal logistics; and
 Mobile and internet penetration.

South Africa’s peer performers on this pillar, in terms of the DMI 
score, are other African countries Chad, Mauritius and Lesotho, 
as well as Thailand. The top DMI score overall for this pillar was 
183.79 and the lowest score was 39.03. See Table 1.

South Africa has liberalised its trade policy significantly since the 
early 1990s, with the tariff average having dropped from 23% to 
8.2% in less than 20 years. A significant 54% of South Africa’s 
traded products stand at zero-rate tariff lines. South Africa is 
regarded as one of the more liberalised middle-income countries 
in the world, having made significant progress in areas of bilateral 
and multilateral trade policies throughout the 1990s and into the 
new millennium. 

Investments in South Africa are hampered by several foreign 
equity ownership restrictions and the shortage of double tax 
agreements with a range of investment partners with whom 
South Africa has existing trade agreements. Capital ceilings for 
movements abroad were lifted in 2011, allowing South African 
companies to increase their investments abroad. Pension funds, 
investment managers and long-term insurers have also had 
various restrictions loosened over the years, allowing for 20%-
35% of assets to be moved abroad. South Africa has therefore 
made a concerted effort to ease foreign equity and ownership 
restrictions.5

South Africa’s level of sophistication in financial markets is 
considered among the best in the world and has consistently 
improved. This is evident in the WEF’s Global Competitiveness 
scores between 2006 and 2012. See Table 2.

Attempts to improve internal logistics by decreasing the 
documentation needed to import and export goods have been 
made since 2006. This should improve further following the 
South African Revenue Service’s (SARS) Customs Modernisation 
Programme, which was launched in 2009. However, the cost per 
container to export has increased significantly since 2008, as well 
as the cost to import ($1 195 in 2006 to $1 940 in 2014). 

According to the International Telecommunications Union, 
South Africa has seen significant growth in fixed broadband 
subscriptions, with the percentage of internet users increasing 
from around 10% in 2009 to 40% by 2012. Mobile penetration 
has nearly doubled over the seven years of DMI assessment, with 
subscriptions or the number of SIM cards increasing from  
40 million in 2006 to almost 70 million in 2012. 

South Africa has continued to improve its openness and 
connectedness to the global economy, whether in terms of trade, 
enabling investment and foreign ownership, the movement 
of goods and people as well as information through digital 
connectedness. South Africa currently ranks 29th globally in 
the WEF Travel and Tourism report for 2013 in terms of rules 
and regulations of tourism, i.e. visa requirements for visitors. 
However, some improvements around visa requirements to enable 
freer movement of people – especially with fast-growing African 
economies in the sub-Saharan region – would go a long way 
toward promoting even deeper integration.

SOUTH AFRICA’S DMI RESULTS 
PILLAR-BY-PILLAR 

5  See the Department of Trade and Industry, 2014 (www.dti.gov.za). 

TABLE 1: SOUTH AFRICA’S OPEN & CONNECTED 
PEERS

COUNTRY OPEN AND CONNECTED - SCORE
Chad 97.68
Mauritius 96.83
South Africa 96.79
Lesotho 95.99
Thailand 95.93

Source: GIBS DMI, 2014

. . . SOUTH AFRICA 
DID NOT ENTER 

INTO ANY NEW TRADE 
DEALS . . .”
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TABLE 2: WEF RANKINGS FOR FINANCIAL SOPHISTICATION

2006 2007 2008 2009 2010 2011 2012
Score 5.16 5.19 5.22 5.3 5.43 5.48 5.72
Rank 24 25 24 5 9 4 3

Source: World Economic Forum, 2012

FIGURE 4: SOUTH AFRICA BROADBAND SUBSCRIPTIONS

FIGURE 5: SOUTH AFRICA MOBILE-CELLULAR TELEPHONE SUBSCRIPTIONS

2. Red Tape 
Red tape remains a serious inhibitor of competitiveness and 
business efficiency in South Africa. This is a cost to business that 
also undermines entrepreneurial activity and is thus a direct 
impediment to new business and job creation. 

The Red Tape pillar comprises four sub-pillars: 

 Administrative burden; 
 Corruption; 
 Labour regulations; and
 Taxation.

The indicators used to measure these include: 
 

 Administrative burden and licensing requirements;
 Corruption perceptions;
 Wage restrictions and labour regulations; and
 Tax burden.

South Africa’s peer performers on this pillar, in terms of the 
DMI score, are other middle-income countries such as Taiwan, 

Romania, Algeria and Malaysia. The top DMI score overall for this 
pillar was 176.53 and the lowest score was 18.37. See Table 3.

Labour regulation and corruption played a large part in South 
Africa’s increasing red tape score. Labour market efficiency was 
South Africa’s lowest ranking in the WEF’s Global Competiveness 
Index in 2013. South Africa was consistently placed among the 
poorest five performing countries for wage flexibility, hiring and 
firing practices and co-operation in labour-employer relations. 

TABLE 3: SOUTH AFRICA’S RED TAPE PEERS

COUNTRY RED TAPE - SCORE
Taiwan 61.98
Romania 61.69
South Africa 60.49
Algeria 58.89
Malaysia 58.53

Source: GIBS DMI, 2014
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6  See The Department of Labour, 2013: http://www.labour.gov.za/DOL/media-desk/media-statements/2013/industrial-action-report-2012
7  See Global Entrepreneurship Monitor, 2012: http://www.gemconsortium.org/docs/2801/gem-south-africa-2012-report 

FIGURE 6: SOUTH AFRICA’S PERFORMANCE ON LABOUR MARKET RANKINGS

FIGURE 7: LABOUR MARKET FLEXIBILITY COMPARISONS

The general decline in South Africa’s labour market since 2006 is 
illustrated in Figures 6 and 7 below. 

Labour rigidity in South Africa has received a great deal of 
criticism from foreign business and international rating agencies, 
which regard this as one of the major deterrents to foreign direct 
investment in labour-intensive sectors. The Department of 
Labour’s Industrial Action Report 2012, cited 99 wage dispute 
strikes in 2012 alone, involving 241 391 workers with a cost of 
$750 million to the economy. In the period 2008 to 2012, a total of 
348 strike incidents were recorded. The mining sector accounted 
for 82% of all strikes in 2012 and accrued the highest number of 
work days and revenues lost.6 This sector also experienced the 
most violent strikes, culminating with the Marikana miners’ 
strike at the Lonmin platinum mines in August 2012, leaving 40 
miners and four security officers dead, and 78 others injured.

South Africa has a new business ownership rate of 3%, which 
is significantly lower than the average of 15% in sub-Saharan 
Africa.7 South Africa was also ranked the worst-performing 
country in sub-Saharan Africa in terms of total early-stage 
entrepreneurial activity, with red tape and regulation cited as 

being the primary sources of concern for survey participants. 
These impact negatively on innovation and entrepreneurial flair.  

The perception of corruption continues to hamper South 
Africa’s competitive performance. According to Transparency 
International, levels of corruption in South Africa have increased 
since 2007. This has had significant repercussions for the 
country’s economic and financial prospects. See Figure 8.

LABOUR 
REGULATION AND 

CORRUPTION PLAYED A 
LARGE PART IN SOUTH 
AFRICA’S INCREASING 
RED TAPE SCORE.”
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3. Macroeconomic Management 
This pillar measures the broader macroeconomic management 
of the economy between 2006 and 2012. South Africa performed 
well in terms of maintaining monetary stability and relatively low 
levels of debt. But an increase in government spending and a slow 
decline in the value of the rand affected the country’s score. 

The Macroeconomic Management pillar comprises four  
sub-pillars:  

 Aid dependency; 
 State debt burden;
 Monetary stability; and
 State expenditure.

The indicators employed to measure these sub-pillars include: 
 

 Aid flows;
 Government debt and spending, as a percentage of GDP; and
 Currency performance, based on currency-gold price over 

the period.

South Africa’s peer performers on this pillar, in terms of the DMI 
score, were Chad, Morocco, Ivory Coast and Georgia. The top  
DMI score overall for this pillar was 172.8 and the lowest score 
was 16.33. See Table 4.

South Africa’s macroeconomic performance was largely a result of 
its responses to the global financial crisis and managing its effect 
on the economy. The South African economy was impacted by the 
sharp decline in demand for export products and the decrease in 
prices of key export commodities. In addition, there was a decline 
in portfolio investment to emerging markets. 

The financial crisis hit South Africa as it was emerging from 
a period of economic expansion and the bolstering of its 
macroeconomic fundamentals, which had resulted in growth of 
around 5% per annum. Following a period of healthy economic 
growth, the slowdown in the global economy from 2008 exposed 
significant weaknesses in the economic structure in South Africa, 
particularly around household indebtedness, a widening of the 
current account deficit and a dependency on capital inflows from 
developed countries. 

In response, the government announced major public investment 
programmes to the value of almost R797 billion, planned for the 
financial years from 2009 to 2012. The aim of these programmes 
was to encourage private job creation through improved and more 
efficient infrastructure. By improving railroads, ports, rural 
development and improved access to electricity, local industrial 
capacity could be expanded to counter the decline in global 
demand. A further response to the financial crisis was a steady 
increase in government spending, maintaining a 7.6% deficit 
to sustain recurrent social service spending (grants), as laid 
out in the budget. Unlike the developed world, which increased 
government spending to support their banking and related 
sectors, South Africa’s increased spending was directed toward 
Justice and Protection services – especially around the 2009 
elections and the 2010 FIFA World Cup, and toward inflation-
related adjustments to fuel and salaries in the public sector. 

While South Africa’s debt situation was healthy with the debt-to-
GDP ratio declining up until the end of the 2007/8 fiscal year, debt 
increased sharply after 2009 as a result of higher issuances of 
debt instruments such as government bonds to assist government 
in financing the higher budget deficit.8 See Figure 9.

8 See South African Reserve Bank, 2014: https://www.resbank.co.za/Publications/Pages/Publications-Home.aspx

TABLE 4: SOUTH AFRICA’S MACROECONOMIC 
MANAGEMENT PEERS

COUNTRY MACROECONOMIC  
MANAGEMENT - SCORE

Chad 85.35
Morocco 84.91
South Africa 84.00
Ivory Coast (Cote D'Ivoire) 83.85
Georgia 80.96

Source: GIBS DMI, 2014
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FIGURE 9: GOVERNMENT SPENDING AND DEBT

4. Socio-political Stability
South Africa’s socio-political performance between 2006 and 
2012 was poor relative to its global peers. Of particular concern 
has been a deterioration in  political expression and escalating 
crime. 

Socio-political Stability comprises four sub-pillars:  

 Political expression; 
 Crime; 
 Socio-economic threats; and
 Threat of war and conflict. 

The indicators used to measure these include:  

 Civil liberties and political rights;
 Crime and violence;
 Human development and commodity prices; and
 War and conflict.

South Africa’s peer performers on this pillar, in terms of the DMI 
score, were Denmark, South Korea, Jamaica and the United States. 
The top DMI score overall for this pillar was 188.42 and the lowest 
score was 18.9. See Table 5.

According to Freedom House, an annual global measure and 
ranking of political rights and civil liberties, South Africa has 
been ranked as ‘Free’ since 2005.  In 2007, however, South Africa’s  

 
political rights rating declined due to an increased monopoly on 
policymaking by the ANC.9 Despite the outbreak of xenophobic 
attacks in 2009 and the passing of the Protection of Information 
Bill in November 2011 by the National Assembly, South Africa’s 
overall ranking did not change. 

In the period 2006 to 2012, there were incidents of political 
violence in the run-up to the 2009 elections, with 40 incidents 
recorded in the Eastern Cape and KwaZulu-Natal alone. The public 
broadcaster, SABC, was accused of pro-ANC coverage, eroding 
press freedom and unbiased coverage. This period also saw the 
tabling of the Protection of Information Bill to Parliament, as well 
as President Zuma’s lawsuit against cartoonist Jonathan Shapiro.
Meanwhile, inadequate enforcement of anti-corruption practices 
in the public sector, especially at the municipal-level, has 
negatively affected South Africa’s scores for political expression 
and civil liberties – not to mention service delivery. President 
Jacob Zuma’s corruption charges also occurred during this period, 
as well as former police commissioner Jackie Selebi’s conviction 
over corruption charges. 

The cost to business of crime and violence increased, with 2013 
recording the most disturbing violent crime statistics in 10 years. 
South Africa had the 6th highest homicide rate per 100 000 people 
in 2012 and in terms of peace and the absence of violence, South 
Africa declined between 2007 and 2012 according to the Global 
Peace Index, as indicated in the table on the next page.10

Socio-economically, South Africa has improved its Human 
Development Index score consistently over the years. Human 
development is a key component of national competitiveness 
as this contributes directly to human capital. This index is a 
weighted measure of health (life expectancy), education (mean 
years of school education) and wealth (GDP PPP per capita). 
Despite a slight improvement since 2006, South Africa remains 
stubbornly low on the UN HDI scores, ranking 121 out of 187 
country’s with indicators on the Human Development Index. 
While South Africa outperforms India and some others in human 
development, it generally lags behind other middle-income peers 
such as Brazil, Mexico and Russia. See Figure 10.

9  See Freedom House, 2007: http://www.freedomhouse.org/report/freedom-world/2007/south-africa#.UzK6lfmSx1
10 See: UN Office of Drugs and Crime, 2012: https://www.unodc.org/unodc/en/data-and-analysis/homicide.html and UN Global Peace Index: http://www.visionofhumanity.org/#/page/our-gpi-findings

TABLE 5: SOUTH AFRICA’S SOCIO-POLITICAL 
STABILITY PEERS

COUNTRY SOCIO-POLITICAL  
STABILITY - SCORE

Denmark 89.48
Korea (South) 89.37
South Africa 88.15
Jamaica 87.81
United States 87.71

Source: GIBS DMI, 2014
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FIGURE 10: HUMAN DEVELOPMENT INDEX COMPARISONS

TABLE 6: SOUTH AFRICA’S PERFORMANCE ON THE GLOBAL PEACE INDEX

2007 2008 2009 2010 2011 2012
South Africa 99 116 123 121 118 127

Source: Institute for Economics and Peace: Global Peace Index, 2014
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11 See the World Bank, 2014: http://data.worldbank.org/indicator/SH.DYN.AIDS.ZS 

5. Justice System
While South Africa holds a well-established framework for 
investor protection, contract enforcement and the protection of 
property rights, policy uncertainty on changes in the investment 
regime affected South Africa between 2006 and 2012. 

The Justice System comprises three sub-pillars:  

 Enforcing contracts; 
 Property rights; and
 Protecting investors. 

The indicators used to measure these include:  

 World Bank rankings for the time and cost of enforcing 
contracts;

 Property Rights Index; and
 Transparency of transactions (extent of disclosure index), 

liability for self-dealing (extent of director liability index) 
and shareholders’ ability to sue officers and directors for 
misconduct (ease of shareholder suits index).

South Africa’s peer performers on this pillar, in terms of the DMI 
score, were European countries such as Austria, Switzerland, 
Bulgaria and Italy. The top DMI score overall for this pillar was 
191.35 and the lowest score was 40.76. See Table 7.

Property rights are by-and-large well-protected in South Africa, 
having been consistently enforced, along with the securing of 
contracts. However, perceptions surrounding the tabling of the 
Draft Expropriation Bill of 2008 and the revised version of 2011 
threaten to significantly affect South Africa’s well-established 
property rights and thus its attractiveness to foreign and 
domestic investors in this space.  

South Africa has successfully decreased the time and cost of 
starting a business since 2006. Investor protection has remained 
consistently solid, all of which contributes to a healthy ranking 
on the World Bank’s Ease of Doing Business Index. South Africa’s 
relative competitiveness in this area of the justice system can 
be attributed largely to the strength and sophistication of the 
financial regulatory structures. Since 2006, South Africa has 
consistently scored an 8 out of 10 for the World Bank’s measures 
of the extent of director liability index, the extent of disclosure 
index and ease of shareholder suits index.

6. Human Capital
South Africa holds a favourable age distribution profile. But skills 
and education present an enormous concern. South Africa’s 
maths and science scores compared to its peers have stifled 
its performance and will continue to undermine competitive 
performance for years to come.

Human Capital comprises two sub-pillars:  

 Demographic energy; and
 Skills. 

These two areas encompass core factors of health and skills in 
a particular country. The indicators employed to measure these 
include:  

 Population age cohorts;
 Life expectancy; and
 Maths and science education.

South Africa’s peer performers on this pillar, in terms of the DMI 
score, were Malaysia, Poland, Austria and Hungary. The top DMI 
score overall for this pillar was 183.93 and the lowest score was 
30.1. See Table 8.

South Africa improved its life expectancy during the period 
of assessment. There was also growth in the youth bulge and 
working age cohorts. This presents an important source of 
potential competitive advantage, since many developed countries 
have ageing populations with more old-age cohorts than the 
working age population. Japan is the best example of this 
demographic spread. 

HIV prevalence in South Africa increased from 15% in 2000 to 
17% in 2005. But the country  managed to curb the increasing 
number and held this rate until 2009. New HIV infections actually 
decreased from 460 000 in 2005 to 390 000 in 2009.11 Improving 
healthcare is an important prerequisite toward harnessing the 
country’s demographic energy, which lies in the large working age 
population in years to come.

A serious concern, with both social and political ramifications 
going forward, is that economic constraints and circumstances 
in the country have failed to absorb the growing ‘youth bulge’ 

Source: GIBS DMI, 2014

TABLE 7: SOUTH AFRICA’S JUSTICE SYSTEM 
PEERS

COUNTRY JUSTICE SYSTEM - SCORE
Austria 104.44
Switzerland 103.96
South Africa 103.26
Bulgaria 103.03
Italy 102.23

TABLE 8: SOUTH AFRICA’S HUMAN CAPITAL 
PEERS

COUNTRY HUMAN CAPITAL - SCORE
Malaysia 70.78
Poland 70.78
South Africa 70.78
Austria 69.84
Hungary 63.19

Source: GIBS DMI, 2014
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12 See the World Economic Forum Global Competitiveness Report, 2013: http://www.weforum.org/reports/global-competitiveness-report-2013-2014

into the areas of education or the labour force. South Africa has 
the third highest youth unemployment rate in the world.12 In 
addition, South Africa has ranked in the bottom 20 countries for 
the quality of maths and science education between 2006 and 
2012. In 2012, the country ranked 143 out of 144 countries,  ahead 
of only Yemen. See Table 9. 
 

South Africa is not creating employment opportunities for 
school-leavers and, simultaneously, is not producing the quality 
of school-leavers which can be absorbed into the economy and 
can contribute to improved productivity. This is essential to 
encourage a rise in income levels and to address the gross income 
inequalities prevalent in South Africa. South Africa is ranked as 
the fourth most unequal country in the world, according to the 
Gini Coefficient measure. See Table 10.

TABLE 9: COMPARISON OF WEF RANKINGS FOR MATHS AND SCIENCE EDUCATION IN 2012

South 
Africa India Brazil Mexico Turkey Chile Russia Nigeria Mauritius

WEF 
ranking for 
the quality 
of maths 
& science 
education

143 30 132 124 100 117 52 92 49

Source: World Economic Forum, 2012

FIGURE 11: LIFE EXPECTANCY SCORES

FIGURE 12: SOUTH AFRICA’S POPULATION PYRAMID

TABLE 10: COMPARISON OF GINI COEFFICIENT SCORES IN 2011

South 
Africa Brazil Mexico Turkey

Gini Coefficient, 2011 63.1 54.7 48.3 39

Source: World Bank, 2012

Source: Statistics South Africa, 2013
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Recommendations 

 An active review of the inflexibility of labour policy in South Africa is needed. This review needs to be forward looking, 
focusing on the reform of industrial labour relations, improving the balance between collective bargaining and employer-
employee relations, and wage flexibility. 

 A direct and concerted effort to improve maths and science scores of primary and secondary learners is required. These 
efforts need to be employed through reforms to the education system, in order to produce school-leavers with the necessary 
skills to enter the labour force. 

 Corruption needs to be addressed on local, provincial and national levels. By implementing concrete and stricter measures 
to curb and punish corruption, negative local and domestic investor perceptions will be reduced. This will increase the level 
of trust between business and government – critical to the goals set out by the National Development Plan. 

 Policy certainty of the regulatory environment for business is imperative in creating an enabling investment environment, 
especially after an election cycle. As South Africa competes globally with other countries for investment and trade, it is of 
the utmost importance that coherent trade policies, investment incentives and restrictions, and business regulations create 
an environment that encourages local and foreign investment in the economy. 

 South Africa’s performance on the GIBS DMI also highlighted an unfavourable environment for the growth of small 
business and entrepreneurship locally. Improving the ease of doing business, whether on a cost or administration level, and 
addressing labour rigidity would assist in improving the business environment for small businesses and new businesses.  
These are the real multipliers of jobs in the market. 

CONCLUSION AND 
RECOMMENDATIONS 

The National Planning Commission in 2011 diagnosed the most critical and interrelated elements to improving the lives of South 
Africans, which were distilled into two key issues: Too few people work and the quality of education available to the majority is dismal. 

The GIBS Dynamic Market Index identified similar challenges as critical to South Africa’s competitive performance. South Africa 
has stagnated in its structural progress between 2006 and 2012, neglecting key institutions and instruments to build and deepen 
its dynamism and competitive performance on the global landscape. In particular, widespread corruption, unfavourable labour 
regulations and the poor standard of education have hamstrung South Africa’s economic growth and development in recent years. As 
a result, South Africa is a static market relative to its peers in the global economy. A concerted effort to improve its institutions off a 
moderately solid base toward a more competitive trajectory is essential. 

A CONCERTED EFFORT TO IMPROVE 
ITS INSTITUTIONS OFF A MODERATELY 

SOLID BASE TOWARD A MORE COMPETITIVE 
TRAJECTORY IS ESSENTIAL.”
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