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iNTRODUCTiON

South Africa continues to make progress on 

structural reforms presented in the 9 Point 

Plan, budget and supplemented by the 14 

investor confidence boosting measures. A stable 

and predictable macroeconomic framework 

continues to underpin economic policy and the 

implementation of the 2018 State of the Nation 

Address and  Budget commitments are being 

prioritised ensuring that the country remains 

attractive for investment.

Emphasis has been placed on transforming the 

economy to ensure that citizens flourish, enter 

new jobs and benefit from the new investments 

we have attracted in partnership with business 

and organised labour.   

RECENT ECONOMiC 
TRENDS

• South Africa’s GDP grew by 3.1 per cent 

quarter on quarter in the 4th quarter of 

2017, from an upwardly revised 2.3 per cent 

in the 3rd quarter. Real GDP growth in 2017 

surprised to the upside of National Treasury’s 

2018 Budget Review estimate of 1.0 per cent 

year on year. GDP grew 1.3 per cent in 2017 

following 0.6 per cent growth in 2016. 

• The agricultural sector once again emerged as 

the strongest positive contributor to quarterly 

GDP growth, contributing 0.8 percentage 

points from 37.5 per cent growth.

• Strong positive contributions to quarterly 

GDP growth stemmed from the 

manufacturing sector (0.5 percentage points 

from 4.3 per cent growth); the trade, catering 

and accommodation sector (0.6 percentage 

points from 4.8 per cent growth); and the 

finance, real estate and business services 

sector (0.5 percentage points from 2.5 per 

cent growth). 

• Manufacturing saw a broad-based 

improvement in output, rebounds in 

both retail sales and wholesale trade sales 

supported trade sector growth, while 

the finance sector saw increased activity 

in financial intermediation and auxiliary 

activities amidst burgeoning financial 

markets and sturdy house price growth.

From the expenditure side of GDP, the 

largest positive contributors to 4th  quarter 

growth stemmed from favourable changes 

in inventories (2.9 percentage points from 

an R11bn build-up) and a broad-based 

improvement in household consumption 

(2.2 percentage points from 3.6 per cent 

growth).Consumer prices in South Africa 

grew 4.4 per cent in January of 2018, 

slowing down from 4.7 per cent reported in 

December 2017. It was the lowest inflation 

rate since March 2015, as prices increased 

less, mostly for transport and food.

• The National Treasury projects real GDP 

growth of 1.5 per cent in 2018 with a 

sustained recovery depending on an 

extended upturn in business confidence 

and private sector investment.



SOUTH AFRICA RISING2

WHY SOUTH AFRiCA 
MATTERS
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South Africa is the most industrialised 
economy in Africa. 

(IMF 2016)

*Bars reflect estimated improvements to potential growth due to growth-
enhancing initiatives

Source: National Treasury

Long-term potential growth

SA ranks 30th in the world for its 
domestic market size.

(WEF’s 2017/18 Global Competitiveness Report)

SA has an advanced financial services 
sector and ranks 25th out of 137 
countries in raising finance through the 
local equity market.

(WEF’s 2017/18 Global Competitiveness Report)SA is the regional manufacturing hub 
and Gateway to Africa with favourable 
market access and is an export platform

SA ranks 37th in the soundness of its 
banking system and 46th in its regulation 
of the securities exchange.

(WEF’s 2017/18 Global Competitiveness Report)

SA is the most technologically advanced 
country in Africa according to the Global 
Innovation Index 2016 and the most 
innovative in SSA, ranking 39th in the 
2017/18 Global Competitiveness report.

• The graph below shows the potential impact of selected National Development Plan reforms on 

GDP growth.
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SA has a strong legal system and is 

ranked 21st in strength of investor 

protection.  

(WEF 2017/18 Global Competitiveness Report)

World class infrastructure: SA’s airport 
infrastructure is ranked 25th, Ports 37th 
and Roads 50th.  

(WEF’s 2017/18 Global Competitiveness Report)

South Africa ranks first, alongside New 
Zealand, on the 2017 Open Budget Index 
achieving a score of 89 out of a 100 in 
terms of transparency.

SA is abundantly endowed in precious 
metals; it is ranked the world’s leading 
producer of platinum and manganese, 
is ranked 2nd in the production of 
palladium and titanium, and is the 
6th largest producer of gold out of 
138 according to the US Geological 
Survey (2016) countries. The World Steel 
Association ranked SA the 21st largest 
steel producer in the world in 2015.

SOUTH AFRiCA’S 
ECONOMiC 
TRANSFORMATiON 
AND REFORM 
AGENDA

•  Economic transformation means involving 
black people, youth and women in 
ownership, top and senior management 
and skilled work and employment generally, 
in proportions comparable to their 
representation in the population. 
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• Economic transformation involves changes 
in the structure of the economy, away from 
one dominated by extractive industries 
and dominant monopolies or oligopolies 
towards one that supports labour-intensive 
growth geared towards meeting the needs 
of the local and global markets.

• It means empowering communities 
through cooperatives and building small, 
medium and micro enterprises (SMMEs).

• It means ensuring incomes, assets and 
education are improved for all South 
Africans and that the gap between the rich 
and poor closes.

GOVERNMENT’S EFFORTS 
ON TRANSFORMATION
• Extensive social services to raise the 

human capital of the disadvantaged - the 
foundation of our fiscal framework.

• Government also actively support black 
people, women and youth who seek to 
start new businesses and break into existing 

market structures. This is supported through:

 • Making strategic use of state 

procurement practices so as to give 

better opportunities for black and small 

businesses. It can be the platform from 

which successful companies are able to 

grow into other markets.

 • Introduction of the BBBEE policies and 

the Black Industrialists Policy as a way of 

supporting growth in businesses from 

these industries.  A number of Sector 

Codes have been issued and gazetted 

in 2017. These include: Forest Sector 

Code; Property Sector Code; Defence 

Sector Code and the Financial Sector 

Code.

 • Our land reform and rural development 
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policies are intended to uplift rural communities and allow black people access to assets that 

can be used to support growth.

 • Other key obstacles which Government is working on are to help reduce red tape and lower 

the cost of doing business, to help lower the barriers for SMEs to start.

ACHiEViNG iNCLUSiVE GROWTH AND 
EMPLOYMENT: SOUTH AFRiCA AT WORK

STRUCTURAL REFORMS IN PROGRESS

• The 9-Point Plan for economic growth.  The plan, announced in the State of the Nation Address in 

2015 has achieved it’s shorter term goals.

• The energy challenge has been resolved and electricity supply significantly exceeds demand at the 

moment.

• Although the severe drought of 2016 and 2017 planting seasons had inhibited growth in the 

agriculture sector, the sector has now recovered. The foundation for revitalising agriculture and the 

agro-processing value chain has been laid and is starting to bear fruit as can be seen in the latest 

growth figures.

• Advancing beneficiation of South Africa’s mineral wealth is critical. Government is collaborating with 

research institutions and private sector companies to develop new technologies for using mineral 

assets. 

• The implementation of a high-impact Industrial Policy Action Plan has supported investment in 

priority sectors. The automotive sector is attracting new investments and export growth is increasing.

• Workplace conflict has been moderated through improving labour relations while consensus on a 

minimum wage has been reached.

• Unlocking the potential of SMMEs, township and rural enterprises continues with various initiatives 

that will be expanded on.

• Boosting the role of state-owned companies and strengthening ICT, water, sanitation and transport 

infrastructure is an on-going effort.

• Growing the ocean economy is yielding new investments in infrastructure as well as in areas such as 

aquaculture.

Investing in and restructuring of the energy sector continues

• In 2017, the last unit of the Ingula pumped storage scheme, a hydro-power station came into 

commercial operation, marking the completion of building activity at the power station adding a 

total of 1332 MW to the national grid. In addition, both unit 4 of Medupi as well as unit 1 of Kusile 

were brought into commercial operation ahead of schedule, adding 794 MW and 800 MW to the 
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national grid respectively. The increase in electrical capacity from Kusile and Medupi has resulted 

in surplus capacity.

• The Renewable Energy Independent Power Producer (REIPP) Programme has procured 6 376MW 

to date, so far 3 051MW is online with 2 220MW connected to the grid (44 projects). The Minister 

of Energy has instructed Eskom to conclude 27 outstanding power-purchase agreements with 

independent power producers that could unlock R56bn investments over the next two years.

• The Integrated Resource Plan (IRP), the electricity-specific plan under the Integrated Energy 

Plan (IEP), has been approved by Cabinet and National Energy Regulator of South Africa (Nersa) 

approved a revenue application for Eskom for the 2018/2019 financial year‚ which will result in an 

average price increase of 5.23 per cent. 

Efforts to introduce reforms to the labour market continue

• The Employment Tax Incentive and the Learnership Incentive have been extended. 
• National Economic Development and Labour Council (NEDLAC) social partners have signed an 

agreement to introduce a national minimum wage of R20 an hour, to be implemented from no 
later than 1 May 2018.

• Government and social partners have engaged through NEDLAC to formulate practical ways to 
improve labour relations. Amendments to the Labour Relations Act have been drafted. The draft 
legislation should be presented to Parliament early 2018.

• An agreement on a code of good practice on collective bargaining, industrial action and picketing 
should help to promote orderly and effective collective bargaining, the proactive resolution of 
disputes prior to industrial action and the exploration of all genuine options to resolve labour 
disputes as speedily as possible.

• The more active role played by the Commission for Conciliation, Mediation and Arbitration 
(CCMA) has helped to reduce strike activity. 

Increasing competition and lowering barriers to entry  

• Structurally changing the economy away from its concentrated domestic market would support 

long term growth and diversification. 

• A Presidential Proclamation brings into effect certain sections of the Competition Amendment 

Act, which makes it a criminal offence for directors or managers of a firm to collude with their 

competitors to fix prices, divide markets among themselves, or collude in tenders. 

• Competition Commission has set up a number of inquiries that target strategically important 

industries (data prices, supermarkets, public transport).

• Government through the public interest clause in the competition legislation, negotiated various 

concessions to benefit downstream township and rural micro enterprises as part of industrial 

development: 
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 •  Coca-Cola Bottlers, an amount of 

R400 million was set aside to support 

agricultural development that will 

provide input for Appletiser products. 

 •  AB InBev committed R1 billion to 

source input from local farmers and 

other suppliers of inputs. R610 million 

of R1 billion will be used to support the 

development of 800 new emerging 

farmers and 20 new commercial 

farmers to produce more local barley, 

hops, maize and malt, with the strategic 

intent to create at least 2 600 new jobs 

in agriculture.

RESTORiNG 
iNVESTOR 
CONFiDENCE

Working with social 
partners: the CEO Initiative

• Collective action builds confidence and a 

shared vision for growth and therefore the 

Presidential Business Working Groups have 

been revitalised and the CEO initiative with 

the Minister of Finance continues.

• Government, business and labour continue 

to engage investors while also prioritising  

finding solutions to address constraints in 

sectors with high employment and export 

potential:

 • The agriculture work-stream is 

working on implementing proposals 

on trade promotion, market access, 

improving water availability and 

funding options under the Agriculture 

Growth Initiative. The Land Bank 

is finalising close to R1 billion in 
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blended finance Transactions in partnership with the IDC, commercial banks and DFIs – 

these investments in livestock, citrus and deciduous fruit are export-oriented and labour 

intensive projects aimed at unlocking growth in the agriculture sector.”

 • The tourism work-stream focuses on issues such as regulations, marketing, branding and 

inclusive growth. This work will be carried out by various tourism bodies in conjunction with 

policymakers.

 • The YES initiative aims to provide work opportunities in the private sector for one million youth 

over the next three years and will be launched at the end of March 2018.

 • An SMME investment fund was established by the private sector to provide small businesses 

with access to finance and mentorship. Approximately R1.5bn has been committed by 

companies, with the intention to scale the fund up to R10bn over time.

Actions to improve policy certainty  

• 14 Actions to boost investor confidence have been developed in 2017 with specific deadlines. 

Broad themes include:

 • Ensuring continuity of fiscal consolidation trajectory.

 • Stabilisation of state owned entities’ governance and in specific instances, funding.

 • Finalising outstanding legislation and policy positions that have exacerbated low investor 

confidence.

• Update on government’s short-term confidence-boosting measures.

 • Restore the sustainability of fiscal policy:

  • The Budget Facility on Infrastructure run by the National Treasury and the Presidential 

Infrastructure Coordinating Commission received 64 large project submissions.. Of these, 

38 projects that met submission requirements where assessed.

  • Government is working to ensure that the public-service wage agreement does not 

disrupt compensation ceilings.

 • Promote transformation and competitive outcomes by implementing sector reforms:

  • The Preferential Procurement Policy Framework Act Regulations took effect on 1 April 2017. 

  • The Financial Sector Regulation Act was signed into law on 21 August 2017.

  • The Government Technical Advisory Centre has been commissioned to set up a fund to 

benefit small and medium enterprises, with a particular focus on start-ups. 

 

 • Create policy certainty by finalising key legislative and policy processes:

  • After the State of the Nation Address 2018, the Chamber of Mines agreed to suspend its court 

case to review the controversial third iteration of the Mining Charter. Engagements with all 

stakeholders will continue over the next few months to come to an amicable conclusion.

  • The Council for Scientific and Industrial Research completed a study on spectrum availability 

and open access. 
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  • The Competition Commission 

launched a market inquiry to 

investigate data prices. 

  • Draft legislation is being finalised to 

facilitate the licensing of Postbank. 

  • Implementation of the revised 

Mining Charter has been 

postponed. 

  • Government is consulting 

stakeholders on the Regulation of 

Agricultural Land Holdings Bill.

 • Improving the performance of State 

  Owned Companies:

  • A new board and acting chief 

executive officer has been 

appointed at Eskom

  • Government is implementing 

recommendations from the 2010 

Presidential Review Commission of 

SOCs.

  • Framework for disposal of non-

core assets - NT has crafted a draft 

framework for disposal of non-

core assets, which still needs to go 

through the necessary consultative 

process i.e. Technical task team and 

IMC on SOEs reforms.

  • Private Sector Participation 

framework has been approved 

by cabinet - framework has 

been shared with responsible 

departments to share with their 

entities.

  • Costing of SOE’s developmental 

mandates - template was 

presented to various SOE’S.
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ACHiEViNG A 
MORE SUPPORTiVE 
BUSiNESS 
ENViRONMENT

Improving ease of doing 
business
• The InvestSA initiative is a focal area to make 

it easier to set up a business and to help 

investors with the procedures required to 

start up and run a business, while providing 

streamlined access to registration and 

authorisation processes.

• The InvestSA National One-Stop Shop was 

launched by the President on 17 March 

2017. The first provincial One Stop Shop 

in the Western Cape was launched on 

8 September 2017, while the remaining 

ones (Gauteng and Kwazulu-Natal) were 

launched by end of 2017. 

 • Contact the DTI Customer Care Centre 

on: 0861 843 384 (local callers); 

 +27 (12) 394 9500 (international callers)

• InvestSA also focuses on 4 of the 10 indicators 

followed by the World Bank - starting a 

business, registering property, trading across 

border and enforcing contracts. To date:

 • CIPC has increasingly automated its 

procedures. Registering a business now 

takes less than a day. CIPC is already 

collaborating with SARS, Home Affairs 

and local banks to ease the process of 

starting a business, and plans to align 

their systems with those of the UIF and 

Compensation Fund.

 • Compensation Fund’s returns of 

earnings already automated. Employee 
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registration will be automated.

 • Following criticism of U-filing, the Unemployment Insurance Fund is modernising its process 

 • The Department of Labour is considering options to speed up the issuing of work permits, by 

moving to an online platform.

 • Registering property – the Deed’s Office has improved its administrative process, with the title 

deeds available within seven days.

 • Enforcing contracts – The Department of Justice has introduced court mediation which 

reduces legal costs. Arbitration has also been encouraged.

Supporting private sector investment

• Incentives leverage substantial private sector investments. All business incentives are being 
reviewed to ensure they provide maximum support to potential growth and employment. The 

review will be completed by the early 2018.

• Some key programmes that provide industrial support are:

 • Manufacturing Enhancement Competitiveness Programme (MCEP): MCEP offers a 

production incentive and an industrial financing loan facility. MCEP supported 1 153 entities 

to the value of R7.2 billion with acquisition of capital equipment and reengineering of 

business processes to improve their competitiveness under the Production Incentive, of 

which R4.1 billion has already been disbursed. The programme leveraged approximately 

R30.8 billion in private sector investment and retained over 200 000 jobs across all priority 

sectors.

 • The Industrial financing loan facility which is administered by IDC, approved working capital 

loans to the value of R988 million of which 78% has been disbursed. A total of 1 553 jobs have 

been saved and 7 933 jobs have been created through this facility. 

 • The Automotive Production and Development Programme (APDP): the following investment 

announcements have been made by leading automotive manufacturers: Mercedes Benz: 

R5bn, General Motors: R1bn, Ford: R3.6bn, Metair Group: R400mill, Johnson Controls: R380m, 

VW: R4.5bn, BMW: R6bn, Toyota: R6.1bn, and the Beijing Automobile International Corporation: 

R11bn. 

 • Clothing and Textiles Competitiveness Programme: The clothing and textile sector has 

saved thousands of jobs with the assistance of the Department of Trade and Industry’s (DTI’s) 

production incentives programme. The DTI approved R4.9-billion in incentives, with more 

than R3.1-billion disbursed in the last financial year. According to Dr. Rob Davies – Minister of 

the DTI-, a number of companies who qualified and drew from both the programmes were 

able to save 81,252 jobs and create 9,672 additional jobs. The budget for the 2016/17 financial 

year is R758.3m, and includes grant funding, clustering initiatives, and retailer engagement.

 • An additional allocation of R3.3bn is allocated for the Economic Competitiveness and Support 
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package to support growth and job creation in support of the Industrial Policy Action Plan. 

• Over the medium term, R4.2 billion will be allocated for industrial infrastructure projects, with 

32 strategic projects expected to be approved for special economic zones and industrial parks.

• The Industrial Development Corporation (IDC): as at the 31st of July 2017, IDC approved 

175 transactions worth R15.3bn, up from R14.5bn reported previously. The IDC expects 

18,206 jobs to be created and 2 675 to be saved. The bulk of funding approved in 2017 was 

for projects and start-ups (46%), followed by capacity expansions (29%) and businesses in 

distress (13%), ownership changes (10%) and expansionary acquisitions (2%).

• Investment in science and innovation attract significant international interest:

 • R13.6bn budgeted for R&D over medium-term expenditure framework(MTEF).

 • The R&D Tax Incentive Programme catalysed R30bn of private investment in R&D in the decade 

to 2016.

 • The Council for Scientific and Industrial Research is allocated R9.3bn over MTEF for health, 

energy, advanced manufacturing and mining research and development.

 • Construction of the Meerkat array, precursor to the SKA is proceeding well, due for completion 

by end 2017. For 2017, an extra R693 million was allocated for the completion of MeerKat.

 • The decision by the National Science Foundation of the USA to declare HERA a project of the 

SKA affirms our research and development capabilities. In March 2017, the Hydrogen Epoch 

of Reionization Array (HERA) telescope project team was awarded a grant of $5.8 million from 

the Gordon and Betty Moore Foundation to MIT to expand the HERA telescope in South Africa 

to begin looking for the effects of light from the first generation of stars that formed in the 

universe. This follows a cash injection of $9.5m to boost its 19 radio dishes to 220 by 2018 

announced in September 2016.

 • The Centre for High Performance Computing launched the first peta-scale computing system 

on the African continent in June 2016, and received international recognition this week by 

being placed 121st on the computing TOP500 List at the International Supercomputing 

Conference in Frankfurt, Germany. SA last entered the TOP500 List following an upgrade of 

Tsessebe in 2013 and featured at position 311. Tsessebe ran at 64.44 teraflops.

 • Under the Technology Innovation Programme, R156 million is allocated for bio-innovation in 

the health, agricultural and industrial biotechnology sectors and R4.3bn allocated to research 

development support.

Addressing transport costs
• The Ports Regulator continues with its 10-year strategy to reform and rebalance tariffs:

 • Average tariffs will increase by 5.97% for 2017/18, with container cargo dues and automotive 

tariffs increasing by 4.9% and 3.9% respectively.

 • There are also discounts for South African flagged and registered vessels of 30% and 20% 

respectively.
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• Oceans economy supports revitalisation and linking of the nation’s ports.

• Infrastructure developments include the Transnet National Ports Authority’s R1.4 billion tug

 building contract awarded to Durban-based Southern African Shipyards and PRASA’s R59-billion

 contract for 600 new trains built by the Gibela Rail Transportation Consortium.

PROMOTiNG SECTORS WiTH THE 
POTENTiAL TO BOOST SHORT-TERM 
GROWTH

• Government launched the Operation Phakisa for Agriculture, Land Reform and Rural Development 

in 2017, which is aimed at revitalising the agriculture and agro-processing value chains. In terms of 

producer support and market access, 23 Agri-parks are currently under development and will be 

completed by 2019, while 4 Agri-parks are already operational.

• Going forward, food and beverage production will be supported by the Agro-Processing Support 

Scheme (APSS), launched in June 2017, which is currently receiving applications.

• Efforts to diversify the agricultural base continue. Collaboration between Department of 

Agriculture, Forestry and Fisheries and the local citrus industry to open up market access in China 

is bearing success – the value of citrus exports increased by 59.3 per cent in the first three quarters 

of 2017 compared to the prior year. Over the same period, the value of citrus exports to Asia as a 

whole increased 16.6 per cent, while exports to Europe increased 13.1 per cent.

• R548m has been committed (over the medium term) to the Tourism Incentive Programme 

designed to support tourism enterprises by:

 • supporting their participation in international marketing initiatives.

 • assisting small enterprises to obtain a grading and,

 • upgrading and promoting iconic destinations such as Robben Island and the Kruger National 

Park.

• The Tourism Incentive Programme will also support a dedicated bid fund aimed at enhancing SA’s 

efforts to attract the (more lucrative) conference market.

• Evraz Highveld Steel and Vanadium (Ltd) (Evraz) plant re-opened – through an agreement with 

ArcelorMittal South Africa, resulting in an increase in the production of structural steel. The 

recovery of steel prices in the world steel markets also contributed positively to boost production.

• Ford SA is set to invest an additional R3 billion to produce the Ford Ranger. This follows an 

investment of R2.5 billion to produce the Everest, and Ford SA has also confirmed that the Ranger 

Raptor will be built locally as of 2019.
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Supporting small 
businesses as drivers of 
employment creation

• Government is setting up a small 

business innovation and ideation fund to 

complement the private sector initiative 

and support early-stage entrepreneurship. 

The fund will also support the participation 

of emerging entrepreneurs in public 

procurement.

• Over the medium term, R475m has been 

reprioritised to the Department of Small 

Business Development.

• Red tape reduction guidelines are being 

implemented while financial and other 

support services, such as how to open a 

bank account, register a company, and set 

up a business plan, are brought into one 

location.

• The Gazelles programme offer targeted, 

specialised support and mentoring for the 

first 40 SMMEs with high growth potential, 

with support also offered to a further 160 

potential Gazelles.
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