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SOUTH AFRICA’S  
COMPETITIVE 
EDGE

President Jacob Zuma 
recently stated that “we 
need all South Africans to 
play their part. We must 
all promote our country, 
and promote activities 
that enhance economic 
growth, in every possible 
way.” This is indicative 
of a sentiment pervasive 
in South Africa today: 
that cooperation across 
society will drive national 
growth. 

South Africa’s economy is solid, with GDP growth 
rates of 2.8 percent and expectations to exceed 4 
percent in the coming years. Yet President Zuma 
has more ambitious targets, as he made clear in 
his State of the Nation address: “We need growth 
rates in excess of 5 percent to create more jobs. The 
target for job creation is set at 11 million by 2030, 
and the economy needs to grow threefold to create 
the desired jobs.” 

The government’s National Development Plan is 
meant to achieve precisely this. It sets out to improve 
South African competitiveness and standards of living 
through a wide array of measures, cutting across 
sectors. “It is a roadmap to a South Africa, where all 
will have water, electricity, sanitation, jobs, housing, 
public transport, adequate nutrition, education, social 
protection, quality health care, recreation, and a clean 

environment,” says Zuma. The plan conditions growth 
on social and infrastructure developments, and on 
the ability of the private sector to cooperate with 
government in the attainment of a common goal. “We 
will engage business, labor, and other social partners 
in pursuit of solutions,” explains Zuma. 

Six sectors are seen as the principal drivers 
of development: mining, agriculture, tourism, 
infrastructure development, the green economy, and 
manufacturing. Each of these has significant potential 
for growth.

Investors consider South Africa the continent’s 
single most attractive investment destination, as 
confirmed in a recent survey by Ernst & Young, owing 
to its stable political environment, sizable domestic 
market, and relatively well-developed infrastructure. In 
the World Bank’s “Doing Business” index, South Africa 
now ranks 39th, well ahead of fellow BRICS countries 
and, indeed, many European economies.

At the same time, South Africa’s success fuels 
growth and trade relations well beyond its borders. 
Regional leadership in Africa adds further clout to 
South Africa internationally. In addition to being a 
member of the G20, South Africa works with Brazil, 
Russia, India, and China in the BRICS group of rapidly 
developing economies, giving it powerful forums in 
which to extend its trade relations. Crucially, South 
Africa also presents a voice for Africa. As host to the 
5th BRICS Summit in Durban in March 2013, it knew to 
build a bridge between the BRICS and Africa, elevating 
the continent’s contemporary global relevance.

As south AFricA prepAres to celebrate twenty years of freedom and democracy, the country is less 
concerned with the past than with planning its future. With a gross domestic product (GDP) of more 
than $400 billion, it remains the continent’s largest economy. A twenty-year National Development 
Plan (NDP) is in place to ensure continued growth for South Africa and address problems of poverty, 
inequality, and unemployment. Regionally, South Africa acts as an economic powerhouse for Africa, 
while internationally, it is becoming increasingly influential, forging ties with major economies in the 
global north and south.

www.foreignaffairs.com/southAfrica2013

Jacob Zuma 
President of the Republic  
of South Africa
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For more than a century, South Africa has been an 
integral player in the global mining industry. South 
African soil holds a treasure chest of more than fifty 
minerals waiting to be exploited. Recent research by 
the American banking group Citigroup calls South 
Africa the world’s richest country in terms of its 
mineral reserves, which are worth an estimated $2.5 
trillion. Much of this wealth resides in platinum 
group metals —of which South Africa is the world’s 
largest producer— but also in chrome, vanadium, 
manganese, and gold.

For South Africa, the challenge lies in garnering this 
mineral wealth and channeling it directly toward long-
term development. The mining industry, burdened 
with a long history, is in need of reform, of which the 
government is gravely aware. Efforts are now being 
made to engage business owners in dialogue and to 
encourage industry to raise the skill sets of its workers, 
improve equality, and invest in more innovation.

“Mining is relevant in that it reflects the future and 
destiny of South Africa,” affirms Susan Shabangu, 
Minister of Mining. But she also acknowledges that 
“South Africa has to change how it used to operate 
in the past. We have to create new industries and 
new products. For us, the key is value addition.” 
For the sake of global competiveness, the mining 
industry cannot afford to operate in the ways of 
old. Companies, especially established ones, need to 
reshape and restructure in order to be competitive 
and contribute positively to South Africa. 

No Mining Without Coal
Coal is a mainstay of South African mining and decisive 
for the country’s energy mix. South African electricity 

company Eskom relies on coal as the primary source of 
energy to meet growing demand and consumption. The 
African Exploration Mining and Finance Corporation 
(AEMFC) supplies coal directly to Eskom. “Our supply 
to Eskom at this stage is 1.6 million tons of coal per 
annum,” explains Sizwe Madondo, CEO of AEMFC. 
“And that is still a drop in the ocean in terms of 
how we want to influence the present structure at 
Eskom.” State-owned AEMFC plans to grow its coal 
production consistently. “We have set ourselves the 
target to be among the top five coal producers in 
South Africa by 2020,” says Madondo, while confirming 
that the company is also expanding into mining 
torbanite, uranium, and limestone. AEMFC is growing 
domestically and elsewhere on the continent. “We are 
in the market for acquisitions and in the process of 
identifying potential targets,” he says. For Madondo, 
these choices serve the greater good. “This is the vision 
we have: to secure these resources for the country. It is 
not only for us, but for the country.”

Creating Global Competition
Private mining group Exxaro is South Africa’s 
second-largest coal producer and one of the largest 
suppliers of coal to Eskom. It runs eight coal mines 
with an annual capacity of 47 million tons and, at 
Grootegeluk mine, operates the world’s largest coal 
beneficiation complex. 

Apart from coal, Exxaro manages a diverse 
commodity portfolio, including mineral sands, 
of which it is the third-largest producer in the 
world; base metals; ferroalloys; and, more recently, 
iron ore. Founded only six years ago, Exxaro has 
established footprints in the United States, Europe, 
and Australia, in addition to South Africa.

Sipho Nkosi, CEO of Exxaro, firmly places his 
company in an international context. “We need 
to globalize, because this is where the markets 
are. This is where we are going to draw people. 
And this is where development is taking place as 
far as technology is concerned,” explains Nkosi. 
For Exxaro, which is listed on the Johannesburg 
Stock Exchange, this requires financial muscle. 
Nkosi plans to make Exxaro “a twenty-billion-dollar 
organization by market capitalization.”

Additionally, he sees the company’s long-term 
viability vested in its people and in the company’s 
ability to acquire and retain knowledge and skills. 
“Without a very educated workforce, you could not 
compete effectively,” says Nkosi. “We spend a lot 
of money training and developing our own people, 
with more than 5.5 percent of total salary spending 
in 2012 alone.”

Mining: Ensuring South Africa’s Growth
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Much of South Africa’s future will be decided in 
the classroom. The modernization of key sectors 
and creation of new high-value industries will 
require expert knowledge and skills. The country’s 
energy sector is but one example of an industry 
in full transformation. South Africa is investing 
in a massive rollout of electricity connections, 
which Minister of Energy Elizabeth Dipuo Peters 
is proud to say “surpasses our annual target of 
150,000 electricity connections, connecting more 
than 190,000 households every year.” Still, she is 
concerned about the speed of delivery. “Our rollout 
is delayed primarily because of lack of skills.”

At the same time, South Africa is pursuing the 
diversification of its energy mix and a reduction 
in carbon emissions using advanced technologies, 
compounding the need for fresh skills, as Dipuo 
Peters points out. “We are working with the Ministry 
of Higher Education, looking at the skills that are 
central to the energy sector. If we do not create the 
skills and capacity in South Africa, it would mean that 
we have to import them.”

Derek Hanekom, Minister of Science and 
Technology, makes a similar point and connects the 

acquisition of skills with South Africa’s future. “It is 
your investment in education, skills development, 
and R&D that will determine your long-term 
trajectory,” he says, welcoming the fact that “in 
the last few years there has been a more-than-
average increase in the money allocated to science, 
technology, research, and innovation.” South 
Africa does invest in scientific excellence and is 
recognized globally for achievements in areas such 
as geosciences, mining technologies, and vaccine 
research. “As a small player, compared to the 
USA or China, we have to be reasonably focused. 
Because of limited resources, we have to choose 
priority areas and put in place the institutional 
framework that supports high-quality research 
and good science and can result in commercially 
viable products,” says Hanekom. As part of this 
strategy, he is also mindful of the importance of 
early school education. “We are working closely 
with the Department of Basic Education to enhance 
education in schools,” explains Hanekom. “If we 
want researchers and scientists, we have to start 
from young people. We need to put much effort on 
improving our results at schools.”

The potential of technology-driven companies is 
exemplified in Pelchem, a state-owned company 
producing fluorochemicals that are commonly used in 
the electronics, petroleum, solar energy, and medical 
industries. Pelchem exports to twenty-one countries 
on six continents. 

Dr. Petro Terblanche, Managing Director of  
Pelchem, believes that South Africa can build much 
stronger industries around its mineral resources, thus 
capturing a higher premium. “We cannot build the 
economy only on mining, but we have to stimulate the 
manufacturing sector with a focus on local beneficiation.” 

Better Skills for Industry and Science

Natural Advantage
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The Business of Tourism
For many, South Africa conjures images primarily 
of scenic beauty, magnificent outdoors, and a 
sunny climate. Tourism has surged since the end 
of apartheid and has become a cornerstone for the 
South African economy. By 2020, tourism could 
contribute as much as 499 billion rand ($50.2 billion) 
to the economy, creating some 225,000 new jobs. 

The global financial crisis has slowed growth in 
leisure tourism. What has continued to hold fast, 
however, is the business tourism sector, where 
South Africa pursues a larger global market share. 
Business travelers tend to spend significantly more 
than leisure tourists, and they frequently cross 
over into leisure travel. The 2010 FIFA World Cup 
succeeded in raising South Africa’s image as a 
business destination, and already more than two 
hundred international conferences are confirmed 
for the next five years. But the strongest attraction 
is business itself. “Business tourism will continue to 
grow for as long as our economy grows,” says Marc 
Wachsberger, Director of EAH Executive Apartments 
and Hotels. EAH caters to the business traveler by 
offering short- and long-term stays at competitive 

rates in any one of five establishments in centrally 
located Sandton, Johannesburg.

“In the last four to five years, 95 percent of our 
business has been from local corporate companies 
that accommodate international outsourced 
manpower. Working on projects, they tend to 
come and stay for two or three weeks,” explains 
Wachsberger, even if lately he has seen a shift. EAH 
now welcomes a growing African clientele who come 
to Johannesburg to use the city as a gateway for doing 
business. Accordingly, Wachsberger sees expansion 
of EAH mostly in the domestic market: “We think 
that there are still a lot of huge opportunities in 
South Africa.”

This indeed is the prevailing perception: South 
Africa is standing at the doorstep of much bigger 
success still to come.
www.foreignaffairs.com/southAfrica2013

A report by:

With the right strategy, she sees South Africa developing 
into a hub for fluorochemicals, for which global demand 
is forecast to grow by 3 percent annually. “There are 
ample opportunities for South Africa to mine and treat 
fluorspar. This is an ideal opportunity for job creation and 
sustainable GDP growth.”

This need not be at the exclusion of outside 
investors, as Terblanche explains. Instead, she 
believes that “if we can create partnerships with 
leading multinationals operating in this sector, we can 

create a platform to really optimize the beneficiation 
of fluorspar in South Africa.” By equal measure, 
Pelchem is open to exploring collaboration with local 
and foreign investors. “We are in a development and 
growth phase and have a number of initiatives in the 
pipeline to assist South Africa in optimizing its rich 
mineral resources,” says Terblanche, concluding: 
“Pelchem is an attractive investment opportunity. Our 
goal for the next two years is to deliver value to South 
Africa and our shareholders.”

S
P

O
N

S
O

R
E

D
 S

E
C

TIO
N

  |  S
O

U
TH

 A
FR

IC
A

 - 4



“We need growth rates in excess of 5 percent to create more jobs. The 
target for job creation is set at 11 million by 2030, and the economy needs 
to grow threefold to create the desired jobs.”
Jacob Zuma, President of South Africa

“South Africa has to change how it used to operate in the past. We have to 
create new industries and new products. For us, the key is value addition.”
Susan Shabangu, Minister of Mining

“We are working with the Ministry of Higher Education, looking at the 
skills that are central to the energy sector. If we do not create the skills and 
capacity in South Africa, it would mean that we have to import them.”
Elizabeth Dipuo Peters, Minister of Energy 

“As a small player, compared to the USA or China, we have to be 
reasonably focused. Because of limited resources, we have to choose 
priority areas and put in place the institutional framework that supports  
high-quality research and good science and can result in commercially 
viable products.”
Derek Hanekom, Minister of Science and Technology

“We have set ourselves the target to be among the top five coal producers 
in South Africa by 2020.”
Sizwe Madondo, CEO of the African Exploration Mining and Finance 
Corporation

“We need to globalize, because this is where the markets are. This is where 
we are going to draw people. And this is where development is taking place 
as far as technology is concerned.”
Sipho Nkosi, CEO of Exxaro

“We cannot build the economy only on mining, but we have to stimulate the 
manufacturing sector with a focus on local beneficiation.”
Dr. Petro Terblanche, Managing Director of Pelchem

“Business tourism will continue to grow for as long as our economy grows.”
Marc Wachsberger, Director of EAH Executive Apartments and Hotels
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