
430 2017 Index of Economic Freedom

 

ECONOMIC FREEDOM SCORE

FREEDOM TREND QUICK FACTS

80706050 1000

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

40

50

60

70

80

WORLD AVERAGEREGIONAL AVERAGE
(SUB-SAHARAN AFRICA REGION)

55.0 60.9

62.3
( ▲ UP 0.4 POINT )( ▲ UP 0.4 POINT )

MODERATELY FREE

681
ECONOMIC FREEDOM STATUS:

REGIONAL RANK: WORLD RANK: 

2015 data unless otherwise noted. Data compiled as of September 2016

SOUTH AFRICA

BACKGROUND: Jacob Zuma of the African National Congress was elected president by the ANC-con-
trolled National Assembly in 2009 and then reelected for another five years in May 2014. The ANC has 
dominated politics since the end of apartheid in 1994. South Africa is Africa’s second-largest economy and 
one of the world’s largest producers and exporters of gold and platinum. Yet many South Africans are poor, 
and the mining industry has been hurt by falling commodity prices and bitter labor strikes that have driven 
up production costs. Rates of formal-sector unemployment and crime are high, and the quality of public 
education is poor. Access to infrastructure and basic services is lacking.

Performing far below its potential, South Africa’s economy has 
been stifled by political instability and a weakening rule of 

law. The judicial system has become vulnerable to political inter-
ference, and numerous scandals and frequent political infighting 
have severely undermined government integrity. Private-sec-
tor growth remains constrained by structural and institutional 
impediments caused by growing government encroachment 
into the marketplace.

Persistent uncertainties surrounding key government policies 
are additional impediments to private investment and expansion 
of the production base. Undermining overall macroeconomic 
stability, a combination of rising public debt, inefficient state-
owned enterprises, and spending pressures contributes to 
increasing fiscal vulnerability.

NOTABLE SUCCESSES:
Trade Freedom and 
Monetary Stability

CONCERNS:
Judicial Effectiveness, Government 
Integrity, and Investment Freedom

OVERALL SCORE CHANGE 
SINCE 2013:

+0.5

POPULATION: 
54.9 million

GDP (PPP): 
$723.5 billion
1.3% growth in 2015
5-year compound 
annual growth 2.1%
$13,165 per capita

UNEMPLOYMENT: 
25.1%

INFLATION (CPI): 
4.6%

FDI INFLOW: 
$1.8 billion

PUBLIC DEBT: 
50.1% of GDP
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Property rights are relatively well protected, and 
contracts are generally secure. The World Economic 
Forum’s 2015–2016 Global Competitiveness Index 
reports that South Africa benefits from strong institu-
tions and a robust and independent legal framework. 
Corruption hampers the functioning of government, 
however, and enforcement of anticorruption statutes is 
inadequate. The process of tendering public contracts 
can be politically driven and opaque.

The top personal income tax rate has been raised 
to 41 percent. The top corporate tax rate is 28 percent. 
Other taxes include a value-added tax and a capital 
gains tax. The overall tax burden equals 22.6 percent 
of total domestic income. Government spending 
has amounted to 32.4 percent of total output (GDP) 
over the past three years, and budget deficits have 
averaged 4.0 percent of GDP. Public debt is equivalent 
to 50.1 percent of GDP.

Progress in diversifying South Africa’s economic 
base has been limited and uneven, indicating a need 
for regulatory changes that would encourage more 
dynamic private-sector development. Labor market 
rigidity has contributed to persistently high unem-
ployment rates. The government has abolished price 
controls on all but a handful of items such as coal, 
petroleum and petroleum products, and utilities.

Trade is important to South Africa’s economy; the 
value of exports and imports taken together equals 63 
percent of GDP. The average applied tariff rate is 3.9 
percent. Numerous state-owned enterprises distort the 
economy, and recent efforts to ban foreign ownership 
of land and facilitate expropriation discourage foreign 
investment. The financial sector is one of the largest 
among emerging markets and includes sophisticated 
banking and bond markets.
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