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Disclaimer: All material is strictly copyright and all rights are reserved. No 
portion of this publication may be reproduced externally, wholly or in part, 
in any form without the written consent of the Gordon Institute of Business 
Science (GIBS). The views and opinions expressed by the authors of and 
contributors to this publication are not necessarily the views and opinions 
of GIBS. While every effort has been taken to ensure the completeness or 
accuracy of the published information, errors and omissions may occur. 
GIBS cannot accept responsibility for any loss, damage or inconvenience 
that may arise from the use of this publication.

South Africa, the continent’s most developed economy, 
has consistently shown low growth rates and a generally 
mediocre performance which fall well below its potential. In an 
increasingly globalised and competitive world, these factors 
do not position the country well to compete with its dynamic 
market peers, raising concerns about its future trajectory. 
Without a radical change in attitudes, thinking and policy, South 
Africa’s future looks uncertain. 

What are the changes the country’s stakeholders and 
policymakers need to make to change this outcome? To have a 
dialogue about these and other questions pertaining to South 
Africa’s economic performance and the current state of the 
business environment, thought leaders from business, labour, 
civil society formations and government were invited to two 
workshops in Johannesburg on 19 February on ‘Improving the 
Environment of Business’ and 14 March on ‘Building South 
Africa’s Competitiveness’. 

The aim of the workshops was to strengthen the policy debate 
in addition to fostering greater understanding of the business 
climate and what may be done to improve the prospects for 
business and South Africa’s broader competitiveness. The 
Gordon Institute of Business Science (GIBS) provided the 
platform for the discussions, with a view to contributing to the 
well-being of the business community and to fulfil its mandate 
as a contributor to business excellence through thought 
leadership.

The main points of discussion, opinion and findings are 
highlighted in this policy brief.

 

BACKGROUND TO THE  
WORKSHOP SERIES

South Africa, despite being Africa’s biggest and most 
developed economy, is becoming less competitive relative 
to its peers in terms of ease of investing, cost of doing 
business, economic performance and political leadership. 
The nation’s complex history and diversity of groups, each 
with their own issues and interests, make it difficult to 
address the challenges it faces. 

Some are of the view that South Africa has become 
complacent and tends to regard itself as being unique in 
Africa and among other markets because of its particular 
history. But while the country is unique in its own right, 
it is also just another player in a bigger and increasingly 
competitive system in which many countries, all with their 
own peculiar histories, are competing for scarce resources 
and capital.

The reality is that South Africa has to be better than its 
peers if it is going to be able to compete on the global stage 
and simultaneously address its considerable domestic 
challenges. 

Looking at South Africa’s place in the world requires 
thinking about what its core competencies are, what are the 
constraints to higher growth and regional connectedness, 
and what changes are needed in order to systematically 
remove these constraints. The situation needs to be 
explored through the lens of the country’s domestic 
situation, its geopolitical context and position in the global 
economy. 

Tackling these problems requires understanding what the 
underlying systemic drivers are that shape South Africa’s 
current reality. This brief attempt to highlight the problems 
– and potential solutions to them – that have been identified 
by stakeholders in the private sector, government and civil 
society, is honed from two days of discussion between 
selected participants drawn from these different groups.
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IMPROVING THE ENVIRONMENT 
OF BUSINESS IN SOUTH AFRICA:
HARNESSING COMPETITIVE 
PERFORMANCE

Introduction
South Africa’s low economic growth rates are cause for concern 
in a highly divided society that is still battling with the legacy of 
apartheid. A key underpinning of a successful future is inclusive 
growth and to have any hope of this, the country needs to achieve 
growth rates of at least 6% – more than double the current figure. 
There is no doubt that South Africa has the capacity to achieve 
that level of growth. But it is important to note that there is no 
magic bullet for the country to get there. 

Many of the challenges the country faces are structural and 
embedded in its history. For example, the historic focus on 
resources has skewed the allocation of state capacity and 
investment focus. Oligopolies have emerged that have frustrated 
the broader development of the private sector. Short-term 
thinking has become the order of the day. Attempts at social 
engineering have been erratic and misguided. South African 
society with its many layers is highly fragmented.

What the country is experiencing now is the tip of the iceberg. 
Below sea level in this figurative concept lie the many deep-seated 
structural problems that undermine South Africa’s growth and 
inclusive economic development. It will require some tough 
decisions and considerable political will to change South Africa’s 
trajectory, which has been described by one analyst as “an 
accident waiting to happen”. 

In addition to significant domestic challenges, the export-
orientated economy is also finding it increasingly difficult to 
compete with its emerging market peers and to leverage its 
African advantage. 

South Africa has many handicaps domestically that are 
constraining its competitiveness. For example, it is widely held 
that the economy is over-regulated and new business development 
is held back by a surfeit of red tape. The rules of the game in terms 
of policy are not clearly defined, causing concern for investors. 

While policy matters, more important for investors is the stability 
and consistency of policy, which is a challenge South Africa faces 
in key economic sectors such as mining, for example.

There is also inherent tension in the fact that the private sector 
is largely capitalist while many policymakers and political 
leaders are on a socialist track. This duality creates tension and is 
problematic and unsustainable.

If South Africa continues along its current path, the country 
will end up in a default future, simply playing out the historical 
patterns of exclusion and constrained growth. One of the ways 
to change this trajectory is to think about the aforementioned 
issues differently, to listen to contending voices that represent 
alternative perspectives and to let go of strongly held opinions in 
favour of a more open debate. 

Some of the issues that need to be discussed are: how South 
Africa can maintain its comparatively strong institutions and 
foster inclusive growth; how it can build social capital, which has 
underpinned successful economies elsewhere in the world; how  
it can harness the potential of the digital economy; and how it  
can overcome the structural deficiencies that are part of its 
historical legacy. 

Key Challenges 
South Africa needs to find a way to move forward into a 
more positive future and away from its current mediocre 
economic performance. The challenges affecting the country’s 
competitiveness are significant and are, some suggest, growing.  
Some key issues in this regard include: The regulatory and tax 
burden, which prevents efficiency and dynamism, stifling small 
business growth in particular; trade policy and restrictions on 
capital movements, which inhibit global economic participation; 
political and policy uncertainty, which continue to dampen 
confidence; and lack of clarity on the limits of state involvement in 
the economy, which increases uncertainty.

Dianna Games, Marius Oosthuizen, Liezl Rees & Lyal White1

1 Dianna Games is the CEO of Africa@Work consultancy, Marius Oosthuizen heads the Future of Business project at GIBS, Liezl Rees is the manager of the Centre for Dynamic Markets (CDM) at GIBS and Dr 
Lyal White is the director of the CDM at GIBS.  
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SOUTH AFRICA’S SCORECARD: STRENGTHS AND WEAKNESSES

Other identified challenges are captured in the scorecard below.

STRENGTHS WEAKNESSES
Excellent companies with strong leadership Inequality and race-based identity and politics
Strong institutions Limited social inclusion
Robust financial system Poor integration
Good governance and regulation, particularly of institutions Policy uncertainty
Macroeconomic management Weak leadership and failure to implement policy or focus on priorities
Human capacity and untapped potential Poor education and social institutions
Infrastructure and exports Low levels of entrepreneurship and innovation
Nation building and leveraging diversity Low savings rates
Natural resources Regulatory burden and red tape
Creative economy  
(advertising, design, media content, etc.)

Concentrated nature of the economy (oligopolies) and lack of value 
addition

Diversified economy Infrastructure deficits
Growing trade and investment in sub-Saharan Africa Lack of accountability, transparency and corruption in the public 

service
Crime
Inflexible labour relations, low productivity levels and lack of a social 
compact
Negative perceptions from outside the country

Rising costs of doing business

Youth bulge coupled with low SME and jobs growth

South Africa seems to have underestimated the scale of the 
apartheid legacy. Attempts to address aspects of this legacy have 
resulted in more, or different, structural problems. These range 
from inadequate education and skills development to escalating 
crime and corruption. Policymakers are discovering that they 
have perhaps not taken the right approach to addressing these 
legacy issues and there appears to be a lack of unity on how to 
tackle them. 

To try to identify and address these issues, it is necessary to 
define the systemic enablers and constraints. It is from here that 
strategic options can be explored to find a way out of this place.
A significant failing is that of a lack of implementation of laws and 
policies, reflecting a weakness in governance and accountability 
at the level of execution. 

Society is highly fragmented, which makes it difficult to build a 
united vision of the future, a situation made worse by a general 
lack of trust and accountability across the board.

This is the result, in part, of a lack of political competition. The 
ANC’s dominance has created a de facto one-party state, which 
is hollowing-out institutions. The party, as the government, has 

become complacent in its success, failing to implement policies 
designed to address the conditions of the mass of people and 
narrow the inequality gap. 

The lack of political competition is also a factor in the mediocre 
performance of managers in government and state-owned 
entities. Merit is being trumped by political expedience in terms 
of appointments of people charged with policy implementation 
and delivery.

Politically appointed cadres often lack management experience, 
either in government or in running companies. They have no 
skills to manage institutions. This compromises their ability 
to succeed at their jobs and blocks the promotion of skilled 
managers. This situation will continue to undermine efforts to 
professionalise the public service. This patronage system is not 
open to change. 

A question in this regard is whether the state lacks capacity 
or whether it is the case that the capacity that exists is being 
undermined by a system that rewards political elites? Or is it just 
that the distribution of existing capacity is being skewed, for 
example, directed into a department such as the Revenue Service 
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with less capacity being made available to the Department of 
Home Affairs? The broader question is whether South Africa is 
putting its energies – and budgetary expenditure – into the  
right things?

The challenges do not only exist in government. The private 
sector faces a set of unique and difficult questions in terms of its 
own performance. For example, are business leaders, instead of 
addressing issues that affect the broader macroeconomic interest, 
preoccupied with their own vested interests at the expense of 
the country? What is business doing to stimulate debate about 
national goals and a vision for the future? Is business leadership 
organised and efficient? To what extent is the private sector 
unable to hold government to account due to these deficiencies? 
How can the distrust between government and business be 
broken down? How do we build social capital between the  
various parties?

While there are debates taking place within different parties 
about the macroeconomic problems South Africa faces, these 
have tended to take place in silos. Tripartite discussions in well-
established forums, such as Nedlac, have been undermined by 
the fact that participants are frequently unable to move away 
from strongly held, often partisan, views and particular agendas. 
There has been extensive dialogue in the past, but it has not led to 
change or more effective governance and economic positioning.

South Africans have to ask themselves what they aspire to and 
what they value. Are they attaching value to the right things? 

South Africa’s Global Competitiveness
South Africa is not doing enough to leverage its proximity to and 
natural links with the African continent, despite the fact that 
current growth patterns on the continent indicate the country’s 
future is inherently an African future. Twenty years ago, it 
seemed to be a given that South Africa, as the most sophisticated 
economy on the continent, would be the engine of the broader 
African economy. Instead, the country’s economic dominance  
is being challenged by large and fast-growing economies to 
the north. 

Although it has the highest connectedness to the region through 
transport routes and trade, this is still well below the global 
average. South Africa could do more to interact with its hinterland 
in a collaborative way and stimulate trade on a continent that 
trades little with itself. 

The country remains geographically isolated from the main 
engines of competitiveness globally and in Africa. Countries 
in closest proximity, such as Lesotho and Swaziland, present 
no strategic threat. These factors have contributed to the 
complacency mentioned above. This is distinct from, for 

example, Malaysia and Indonesia or France and Germany whose 
competitiveness can be attributed in part to their proximity to 
each other. 

Global business moves quickly and South Africa has to find a way 
to keep up. In a detailed empirical study of dynamic markets 
conducted by GIBS, titled ‘The GIBS Dynamic Market Index 
2014’ (GIBS DMI), which examined the relative institutional 
performance of different economies between 2006 and 2012, 
South Africa was shown as lagging behind. The GIBS DMI divides 
countries into four quadrants: dynamic markets; catch-up 
markets; adynamic markets; and static markets. South Africa 
was placed in the static quadrant on the basis that it had not 
progressed during the period under review compared to its peers. 

Although its peers included Chile, India and Australia, these 
countries either came off a much higher base or – in the case of 
India – are much larger and have a comparative advantage and did 
not have to do as much as South Africa to improve themselves. 

There were also positive elements. South Africa’s external 
connectedness was highly rated on the index compared to 
other developing economies. The connectedness measures 
included internet penetration – the percentage of individuals 
using the internet in South Africa increased from about 10% in 
2009 to 40% by 2012 – as well as improving export and import 
procedures and financial market development. 

But these positive elements were undermined by other challenges, 
key among them being labour issues. South Africa’s strike rate 
is exceptionally high by global standards – the GIBS DMI shows 
there were 99 wage dispute strikes in 2012 alone and 384 in total 
over the period reviewed, most of them in key sectors. Labour 
market flexibility declined over the period when it should have 
been improving to enable the country to compete with other low-
cost economies around the world. 

Rising government spending and increasing debt as well as a low 
ranking on the human development index rating compared to its 
peers were other issues affecting South Africa’s competitiveness. 
The country’s performance was perceived to have declined 
under the administration of President Jacob Zuma, a perception 
highlighted by the Marikana tragedy in which dozens of striking 
miners were killed during a standoff with police. There is also 
a perception that corruption has increased since 2006 and that 
there is less freedom of expression under the Zuma government. 
Red tape continues to frustrate economic development, as noted 
above.

The country needs to craft a proper response to its structural 
deficiencies or it will fall further and further behind other 
developing country competitors in the global marketplace.
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What should South Africans do to move their country towards a 
different future?

A key starting point to address South Africa’s current challenges 
is to create mutual understanding and common goals for the 
country’s future. This requires, as a first point, addressing the 
weak education system, which is South Africa’s Achilles heel.

The sector is shackled by trade unions, in particular the South 
African Democratic Teachers’ Union (SADTU), which is disruptive 
and promotes mediocrity. Teachers are often unqualified and 
unmotivated, viewing teaching as a job rather than a profession. 
Four out of five pupils do not finish school and South Africa is 
ranked near the bottom of 148 countries measured for the quality 
of maths and science education.

It is not possible to build an inclusive industrialised state on 
such a weak platform. There is a lack of urgency to address this 
crisis, which means that in a decade from now, the same capacity 
constraints will still exist if radical measures to improve the 
situation are not implemented.  

The education sector needs to be able to attract new talent not just 
from South Africa, given the skills challenges, but further afield 
with proper incentives in place. Schools and teaching methods 
need to harness digital communications and technology, and 
introduce entrepreneurship and early childhood development 
programmes.  

A long-term balance needs to be struck between job creation and 
social welfare. 

The underpinning of improvements in education must be the 
development of a code of values and ethics that will become the 
core of South African society. A national development plan should 
not only mainstream ethics and values, but also ensure that 
the problem of inequality becomes a central focus for all South 
Africans rather than one left to government alone to tackle. 

Business should do what it does best – create wealth, jobs and 
opportunities, with a focus on inclusive growth. People should not 
only be employed but encouraged to create new businesses and 
build factories and export industries. 

At a more practical level, existing instruments such as the 
skills levy and black economic empowerment could be used 
to encourage companies to get more involved in projects such 
as improving township schools and doing more in-house 
development of skills as a specific training initiative, rather than 
just on a needs-only basis. 

While the National Education Collaboration Trust is an attempt to 
make business intervention in education more coherent, there are 
limits to what business can do. It can be a partner but cannot take 
over the provision of education.

There needs to be a more effective articulation by business of what 
the national interest is without confusing it with the interests of 
business alone. Business can also play a greater role in creating 
a shared vision of the future along with other stakeholders that 
could be a platform for a different kind of policy debate.

In terms of building a shared vision, there is a need to entrench 
constitutional values into the broader society so South Africans 
know what they stand for and how it supports their endeavours to 
create a better future.  

The government has a leading role to play in improving South 
Africa’s competitiveness through policy measures and addressing 
constraints, but all stakeholders need to play their role. This 
emphasises collaboration between parties and breaking down the 
mistrust that characterises behaviour in the country.

Other action points include:

 Establish an initiative that seeks to enhance education 
standards and empower educators and educational 
institutions through the use of technology, as well as 
investment in early child development programmes.

 Create entrepreneurship programmes to unleash the 
informal sector and the potential of the unskilled youth 
cohort. 

 Foster a shared vision and values through the adoption 
of a national code of values that is widely publicised and 
institutionalised with a view to strengthening the ethical 
core of South African society.   

 Stimulate the role of business in creating jobs and wealth 
through investment and value addition. 

 Strengthen leadership in civil society to make this group 
of stakeholders more active and effective in enhancing 
accountability and policy within both business and 
government. 

 Improve dialogue mechanisms and ensure that such 
processes have clear objectives and focus.

 Encourage leaders to prioritise achievable key issues rather 
than trying to address all the country’s ills simultaneously.

WHAT ARE SOUTH AFRICA’S 
STRATEGIC OPTIONS TO 
IMPROVE COMPETITIVENESS? 
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 Conduct a regulatory impact assessment that examines 
constraints to South Africa’s competitiveness and find ways to 
eliminate or adjust them.

 Differentiate regulation for big and small businesses, with an 
emphasis on the appropriateness of such regulation to ensure it 
enhances, rather than stifles, competitiveness.

 Identify the constraints to entrepreneurialism and see how they 
can be overcome.

 Identify and address market fragilities, such as the high cost 
of inputs as a result of the existence of oligopolies, to lower the 
cost of doing business.

 Leverage technology to build businesses and markets. This 
should include building technology-based skills incubators 
along the line of models developed elsewhere in the world that 
would serve not just South Africans but also the region.

 Strengthen civil society leadership to counter the current 
fragmentation of this important segment of society.

 Change the current trend of having debates and policy 
discussions in silos with little tolerance for or appreciation 
of alternative views. This includes ensuring that government 
departments work together on cross-cutting issues to avoid 
duplication of effort and sending mixed messages on policy.

 Catalyse robust discussion between different parties on finding 
appropriate and sustainable policies for South Africa.

 Develop a clear vision for the future to enable South Africans 
and outside stakeholders to be clear about where South Africa is 
going and how it will get there.

 Improve the manufacturing policy environment to arrest the 
erosion of industry over the past 20 years.

 Examine new ways for business to become more involved in 
finding solutions to inequality, building a national vision and 
breaking down barriers with policymakers.

 Focus on success stories at home as building blocks for new 
strategies rather than looking only at the challenges.

 Leverage South Africa’s proximity to the rest of Africa to 
make the continent a catalyst for South Africa’s own growth. 
This includes improving regional integration, ensuring easier 
cross-border trading mechanisms, highlighting South Africa’s 
positive role as a regional donor and looking at ways of using 
successful local business models to leverage opportunities in 
the rest of Africa.

 Position the country, particularly the business sector, to deal 
with new challenges emerging in global markets. 

 Improve the perceptions about South Africa in the international 
community. This involves highlighting to government the need 
for clear and consistent policy.

CONCLUSION 
It is clear that South Africa is not where it should 
be in terms of economic growth and development, 
which does not bode well for its future. There is no 
coherence of thinking about what needs to be done, 
how to do it and how to formulate a vision of the future. 
While the National Development Plan is an attempt at 
addressing this void, the mobilisation of support and 
implementation of the plan remain elusive. Dialogue 
is one option, but this has been exercised without any 
concrete results over the years. Rather than working for 
the national interest, stakeholders in national debating 
forums have been distracted by scoring points and 
trying to influence agendas.

The missing ingredient is not the ability to speak to each 
other but the ability to listen to each other. The trust 
that is needed is not there. The situation is compounded 
by the complexity of South Africa’s history, its various 
stakeholders, societal divisions and interest groups. 
How can they be brought together to chart a practical, 
sustainable and implementable future for the country?

Importantly, South Africa needs to become more 
competitive and less complacent in terms of its domestic 
as well as its international engagement, especially 
regarding its natural competitive advantage – its 
proximity to the rest of Africa and some of the world’s 
fastest-growing economies.

South Africans do not need outsiders to solve their 
problems. The constraints holding back the country are 
well-known. We need homegrown solutions. This will 
be difficult if parties cling to their views and positions 
without being open to new ideas and possibilities.

There is a great deal of anger, fear and frustration in 
South Africa that is undermining the country’s potential. 
There is a pervasive sense of victimhood among the 
previously disadvantaged about historical injustices and 
among the previously advantaged community who now 
see themselves as victims under the new administration 
in terms of black economic empowerment policies. This 
underlines the fact that there is no shared vision.

South African society has so many layers. This 
complexity will make it harder, but not impossible, 
to find a way forward. The key is communication and 
dialogue. South Africans need to get on the same side and 
decide what that side is.




