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  How Do We Measure Economic Freedom? 
See page 471 for an explanation of the methodology  

or visit the Index Web site at heritage.org/index.
2012 data unless otherwise noted.
Data compiled as of September 2013.

Quick Facts
Population: 51.2 million
GDP (PPP): $582.4 billion
2.5% growth in 2012
5-year compound annual growth 2.2%
$11,375 per capita
Unemployment: 25.2%
Inflation (CPI): 5.7%
FDI Inflow: $4.6 billion
Public Debt: 42.3% of GDP
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South Africa’s economic freedom score is 62.5, making its 
economy the 75th freest in the 2014 Index. Its score is 0.7 

point higher than last year, with improvements in investment 
freedom and freedom from corruption offset by declines in six 
areas including fiscal freedom, labor freedom, and monetary 
freedom. South Africa is ranked 6th out of 46 countries in the 
Sub-Saharan Africa region, and its overall score is higher than 
the world and regional averages.

Over the 20-year history of the Index, South Africa’s econom-
ic freedom score has advanced by 1.8 points. Gains in market 
openness, measured through trade freedom and financial 
freedom, and the management of public finance have been 
corroded by declines in freedom from corruption, business 
freedom, and investment freedom that keep the economy 
“moderately free.”

South Africa achieved its highest economic freedom score in 
2003 and has failed to show further progress. Its transition 
to a more open economic system, helped by a relatively com-
petitive trade regime, has been undermined by the failure of 
structural reforms to diversify the economic base.

BACKGROUND: Jacob Zuma of the African National Con-
gress was elected president by the National Assembly in 
May 2009. The ANC has dominated politics since the end of 
apartheid in 1994. South Africa is Sub-Saharan Africa’s largest 
economy and one of the world’s largest producers and export-
ers of gold and platinum. Mining, services, manufacturing, 
and agriculture rival similar sectors in the developed world. 
However, formal-sector unemployment and crime are high, 
poverty is widespread, public education is poor, and much of 
the population lacks access to infrastructure and basic ser-
vices. Economic policy is focused on controlling inflation and 
the budget deficit. Services contribute the most to GDP and 
employment. The government aims to increase black South 
African farmland ownership to 30 percent by 2014, but its 
affirmative-action mandates threaten private property rights.
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THE TEN ECONOMIC FREEDOMS

Enforcement of anti-corruption statutes is inadequate. Public servants often do not declare 
their business interests as required by law. The ruling ANC allegedly charges fees for access 
to top government officials. The public procurement process is often politically driven and 
opaque, and the delivery of government services is undermined by poor administration. Prop-
erty rights are relatively well-protected. Contracts are generally secure.

Incorporating a business takes five procedures and 19 days, and no minimum capital is required. 
However, obtaining necessary licenses still takes more than two months on average. Labor 
regulations are not applied effectively, and the labor market lacks flexibility. Prices are gener-
ally set by the market, but the government controls the prices of fuels and other basic products.

South Africa’s average tariff rate is 4.5 percent. Anti-dumping measures and other non-tariff 
barriers further impede trade. Foreign investment in several sectors of the economy is screened 
by the government. The evolving financial sector has been increasingly open and deregulat-
ed over the past decade and is one of the largest and most well-developed among emerging 
markets.

The top individual income tax rate is 40 percent, and the top corporate tax rate is 28 percent. 
Other taxes include a value-added tax (VAT) and a capital gains tax. The overall tax burden 
equals 27.3 percent of gross domestic income. Government expenditures equal 32 percent of 
GDP. Public debt amounts to around 42 percent of the domestic economy. Commodity market 
slowdowns and labor unrest are putting pressure on government finances.
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