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FOREWORD
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The European Union (EU) block of 28 Member States remains Southern Africa’s largest foreign 
direct investor and trading partner, accounting for close to 80% total FDI and more than 20% 
of total trade (in 2015, almost EUR 32 billion worth of goods (+/- ZAR 560 billion) were exported 
to the EU from the region).

Total trade between SA and the EU increased by 43% from 2011 to 2015, while EU companies 
operations in SA continue to provide more than 500,000 direct and indirect jobs. The EU and 
South Africa are long-standing and remain significant partners in key areas of policy, trade, 
investment and social reform. Furthermore, 2016 was marked by the ratification of a new 
Economic Partnership Agreement (EPA) between the EU and Southern Africa meant to 
rekindle bilateral relations and regional integration. 

It addition to providing jobs and community support, the EU companies, through their 
operations in SA, contribute to the implementation of the National Development Plan as well 
as the Industrial Policy Action Plan and participate in debates on relevant policies.  

A total of 211 EU and EU-associated companies (some 40% more than in the previous survey) 
operating in SA, participated in the 2016 Business Climate Survey. It has been conducted by 
the EU Chamber of Commerce and Industry of Southern Africa and represents an update of the 
2014 survey which was carried out under the auspices of the “EU-SA links” project. 

The 2016 Survey gives insights into the views of the EU and EU-associated companies  on the 
SA business and investment landscape. It gauges the experiences of respondents on a 
cross-section of aspects relating to the business environment. It also seeks to contribute to 
the broad objective of improving communication and advocacy between the EU business 
community and SA stakeholders. The survey shows that long-term EU investors remain 
committed to SA. The responses are often made up of mixed perceptions, which essentially 
reflect the diversity of the types of investments and businesses surveyed. 

Nonetheless, the survey highlights several common concerns within the EU investor 
community on various aspects of the business and investment climate. These include policy 
changes and the prevailing uncertainty, the perceived non-tariff barriers to trade such as the 
red tape around the work permits, the volatility of the Rand, as well as the paradigm shift on 
the B-BBEE scorecard. 

The Survey brings about a clear need for a continued dialogue on interventions to improve the 
business environment and increase competitiveness of the local SA economic framework. The 



survey undoubtedly provides solid basis for further engagement with the SA authorities and 
continued advocacy work. 

Steven de Backer 
Chairman
EU Chamber of Commerce and Industry of Southern Africa (NPC) 
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The Business Climate Survey 2016 presents the findings of the third survey of the European 
Union (EU) trade and investment in South Africa (SA). The Survey highlights overall 
dissatisfaction with the SA investment climate from the perspective of the respondents1.
 
Similarly to the previous survey, the 2016 version is based on an online questionnaire 
distributed among over 500 EU companies in September 2016. Of the 211 companies that 
participated, only 151 companies completed the survey, but all responses have been taken 
into account. While the sample size does not guarantee sufficient statistical significance, it 
provides insight into the EU investors' satisfaction in SA. 

Respondents were categorised according to their country of origin, the size of their operations 
in SA and their business sector. When looking at the respondents' profiles and economic 
contributions, the following is apparent: 

The 2016 survey presents a methodological shift from the previous two surveys. The first 
survey, the White Book on Trade and Investment in SA analysed obstacles to the EU business 
in SA. The 2014 Business Climate Survey considered perceptions about the country's barriers 
to trade and investment. Compared to the previous surveys, the 2016 survey aimed at 
including factors that encourage and foster investment in SA. In spite of the differences among 
the surveys, there is substantial continuity between the results, in particular, in relation to the 
overall assessment of the SA economic and business environment. 

»   Approximately 10% (211) of the estimated 2,000 EU companies operational in SA 
     responded, which is 40% more than in the previous survey; 

»   Most respondents are from small to medium-sized enterprises; 

»   Close to half of the respondents originate from the EU three largest economies
     (Germany, United Kingdom and France); 

»   Respondents are from a broad range of sectors, with a third operating in the 
     manufacturing and assembly sector; 

»   Approximately 50% of respondents reported turnover of over ZAR 100 million from  
     their SA operations and 55% reported an increase in the turnover in the past three 
     years;

»   Only few respondents undertake Research & Development (R&D) activities in SA.

SUMMARY

BUSINESS CLIMATE SURVEY 2016 > EU TRADE AND INVESTMENT IN SOUTH AFRICA6

1 EU associated companies are companies headquartered in European countries enjoying 
liberalised access to the EU market under the terms of specific frameworks.
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EU investors' satisfaction and forecast were measured on different levels: 

 »   Evolution of the Rand
 »   Quality and availability of basic infrastructure
 »   South African workforce 
 »   Corruption and Crime 
 »   Trade 
 »   Transformation 
 »   Skilled migration and general immigration 
 »   Government administration and policy framework 
 »   Investment protection and taxation 

The resulting outlook for SA as an investment destination is rather negative: twice as many 
firms reported that they were dissatisfied rather than satisfied. This is a sharp drop in 
comparison to the results of the 2012 Survey and a continuing trend with the 2014 results. EU 
companies expect the situation to stay the same, reinforcing the idea that SA's investment 
landscape represents a mixed picture for foreign investors. Specific key challenges are 
increasing inflation, government corruption, and lack of skilled labour as well as the B-BBEE 
legislation. At the same time, the majority of respondents reported increasing turnover and 
staff levels. 

The report is constructed as follows: Section 1 analyses aggregated respondents' profiles and 
their economic contribution to SA. Section 2 presents general perspectives on the country's 
business climate. Section 3 gives an overview of the observed general trends. Section 4 
considers top challenges facing EU investors in SA. The report concludes with an overview of 
results in Section 5. 



Four features characterise the responding EU and EU-associated companies operation in SA: 
country of origin, size of the company, turnover levels and their business sector. Overall, 
companies come from larger EU economies and have relatively small workforce. At the same 
time, from the turnover perspective they are medium-sized and are mostly involved in the 
provision of services. 

Most respondents are from the four largest EU economies (62%): 22% from Germany; 15% 
from France; 15% from Italy; and 10% from the United Kingdom. Of the smaller economies, 9% 
of the respondents are from Austria and 5% from Finland. This suggests that smaller EU 
economies are also important stakeholders in the SA economy. 

1.1 General observations

1.2 Respondent’s profile

RESPONDENTS’ PROFILE1
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  FIGURE 1: RESPONDENTS’ STATED GEOGRAPHICAL ORIGIN

9% Austria

5% Belgium
2% Denmark

5% Finland 

15% France 

Germany22%

15%Italy 

1%Luxembourg
3%Netherlands

3%Portugal

7%Spain

1%Sweden
2%Switzerland

10%United Kingdom



Figure 2 shows that at the time of the survey, more than half of the respondents employed 
fewer than 50 staff, 77% employed up to 250 employees and about a tenth employed more 
than 1,000 employees. 

In general, EU and EU-associated companies increased their staff numbers over the past three 
years. In line with Figure 3, half of the respondents increased their staff level with only about a 
fifth decreasing it. The previous survey had similar results: in 2014, half of the respondents 
increased their staff.  
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1–10 employees

11–50 employees

251–500 employees

51–100 employees

501–750 employees

101–250 employees

751–1 000 employees

+1 000 employees

30%

22%

8%

17%

9%

1%

2%

11%

FIGURE 2: SIZE OF SA OPERATIONS IN TERMS OF 
PERMANENT EMPLOYEES

FIGURE 3: CHANGES IN THE STAFF COMPLEMENTS OF 
PERMANENT EMPLOYEES OVER THE PAST THREE YEARS

Stayed the same

Decreased 
between 1- 5 %

6%

31%

Increased 
between 1-5%

24%

Increased by
more than 5%

25%

13%
Decreased by 
more than 5%



As for turnover, 37% of companies derived an annual turnover of more than R250 million from 
their SA operations in 2015. Nearly a fifth of the companies had a turnover of less than R5 
million. 

Figure 5 shows that 70% of respondents experienced an increase in turnover in the past three 
years with 22% reporting lower turnovers.
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FIGURE 4: TOTAL BUSINESS TURNOVER IN THE 
PREVIOUS FINANCIAL YEAR
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FIGURE 5: CHANGES IN TURNOVER OVER THE PAST THREE YEARS
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The business sector of the responding companies sheds some light on their economic 
situation and influences their perceptions of the local business climate. Companies in thriving 
sectors (e.g. the service sector) appear to be more optimistic about the business environment 
than those in the declining industries. Pessimistic views likely come from sectors affected by 
policy uncertainty and political challenges, such as farming and mining. 

Figure 6 shows that EU companies operate across a broad range of economic sectors in SA. 
One fifth of the responding companies are from the primary sectors of Mining and Agriculture; 
about a third is involved in the manufacturing sector; 14% in utilities, 71% in services and the 
remaining 14% of companies specified the 'other' category. 
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NOTE 
Figures do not add up to 100 percent due to multiple-choice questions. 

FIGURE 6: ECONOMIC SECTORS OF THE EU RESPONDENT
COMPANIES
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With regards to operations in SA, Figure 7 shows that SA is a preferred destination for regional 
headquarters (68%) and sales offices (54%) of EU companies. This means that in spite of 
satisfaction levels, SA remains an attractive and stable hub for the EU and EU-associated 
companies for establishing their presence in the Sub-Saharan Africa. 

1.3 Economic contributions

Figure 7 also illustrates that only few EU companies undertake and/or invest in R&D activities 
in SA.  

1.3.1 Operations undertaken in SA

Sales office(s)
Regional headquarter (SADC or Sub-Saharan Africa)
Regional shared services centre (e.g. for accounting, IT...)
Manufacturing and assembly facilities
Research facilities

54%

68%

11%

30%

8%

FIGURE 7: OPERATIONS UNDERTAKEN IN SOUTH AFRICA

NOTE 
Figures do not add up to 100 percent due to multiple-choice questions. 



Respondents were asked to indicate their investment in skills development in SA in absolute 
terms. Out of 92 companies that have answered to the question, 40% have declared no 
investments, but a total of R688 million was invested in skills development overall. 

EU companies' investment in skills development under the Broad-Based Black Economic 
Empowerment (B-BBEE) certification in 2015 amounted to R412 million, which is 1.5 times 
higher than the investment of R276 million in other skills development programmes. 3% of 
respondents invested over R10 million in the B-BBEE-related and other skills development 
programmes.  

1.3.1 Skills development
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FIGURE 8: R&D STRATEGIES BY EU COMPANIES IN SA

Yes
No

16%

84%

Figure 8 further demonstrates that out of 58 companies that have responded to the question, 
nine or 16% have an R&D strategy for SA.  In SA, 51 companies execute their R&D activities 
either in their global production centres or in other emerging countries such as China or India. 
For many respondents, lack of adequate R&D infrastructure in SA is the key challenge. 

Those few companies, who implemented R&D programmes in SA, do this at the level of 
schools and universities indicating that EU investors have some confidence in the skills of the 
SA future generations. 
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59%

R0 - R100 000
R100 000 - R1 000 000
R1 000 000 - R10 000 000
More than R10 000 000

Total: R412 389 583

18%

3%

20%

FIGURE 9: AMOUNT INVESTED IN SKILLS DEVELOPMENT
ACCORDING TO B-BBEE CERTIFICATION

R0 - R100 000
R100 000 - R1 000 000
R1 000 000 - R10 000 000
More than R10 000 000

Total: R275 974 761

60%

14%

3%

23%

FIGURE 10: AMOUNT INVESTED IN TRAINEESHIPS AND OTHER
SKILLS DEVELOPMENT ACTIVITIES NOT RECOGNISED
BY THE B-BBEE CERTIFICATION



This section provides an overview of the general respondents' perceptions of the business 
climate and their expectations for the immediate future. 

2.1 General observations

According to Figure 11, a third of respondents are dissatisfied with the overall business climate 
in SA and 21% are very dissatisfied, meaning that twice as many firms are dissatisfied rather 
than satisfied with the overall business climate. This stands in line with the findings of the 
2014 Survey where only 20% of respondents expressed their satisfaction with the overall 
business climate with 40% being dissatisfied. The level of dissatisfaction in 2014 and 2016 
stand in stark contrast with the 2012 White Book, where satisfaction rates were at 73%.  

Figure 12 shows that for the majority of respondents there has been no change in the business 
climate in the previous 12 months, but more than a third of respondents indicated worsening 
of the business climate. 

PERSPECTIVES ON SOUTH 
AFRICA’S BUSINESS CLIMATE

2
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Satisfied

Neutral

Very dissatified

Dissatisfied

1%

18%

27%

33%

21%

Very satisfied

FIGURE 11: SATISFACTION WITH THE OVERALL BUSINESS 
CLIMATE IN SOUTH AFRICA



In line with Figure 13, 30% of respondents are rather pessimistic about the business climate in 
the next year. At the same time, close to 50% do not expect any significant changes and 22% of 
the responding companies feel optimistic or highly optimistic about the near future. 
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Better

The same

Much worse

Worse

5%

17%

43%

26%

9%

Much better

FIGURE 12: CHANGES IN THE BUSINES CLIMATE IN SOUTH 
AFRICA IN THE PREVIOUS 12 MONTHS

Better

The same

Much worse

Worse

5%

17%

48%

30%

1%

Much better

FIGURE 13: EXPECTATIONS OF THE BUSINESS CLIMATE IN 
SOUTH AFRICA OVER THE NEXT 12 MONTHS



2.2 Summary observations

This year's survey demonstrates that over half of the EU companies that have completed the 
survey are not satisfied with the current business and economic situation in SA. More 
worrisome is that most of them do not anticipate any improvements in the coming year.  

These results are in line with the 2014 survey where half of the respondents did not expect any 
changes in the business climate and a third expected a change for the worse. In contrast, in the 
White Book Survey of 2012, more than three quarters of the respondents anticipated 
improvements in the business climate. Expectations have clearly deteriorated since then. 

In order to shed some light on the reasons behind these results, the next section focuses on 
specific variables related to the business and investment environment. 
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PERSPECTIVE ON EXPECTED 
TRENDS IN SOUTH AFRICA

3

3.1 General observations

The survey identified specific criteria for investment and respondents were asked to give their 
perceptions on the evolution of specific economic trends. The responding companies were 
also asked to rank criteria according to their relevance. The aim was to identify the most 
pertinent factors that SA policymakers should focus on within the framework of their 
investment strategy. 

Selected criteria are listed below in the order from the most relevant to the least relevant: 

 »   Evolution of the Rand
 »   Quality and availability of basic infrastructure
 »   South African workforce 
 »   Corruption and Crime 
 »   Trade 
 »   Transformation 
 »   Skilled migration and general immigration 
 »   Government administration and policy framework 
 »   Investment protection and taxation 

3.2 Results

The charts below provide an overview of the expected evolution of the specific economic 
trends over the next 12 months. Overall expectations are mixed; but perceptions about the SA 
transformation agenda are mostly negative.  

On the positive side, the availability and quality of infrastructure, regarded as one of the most 
important factors for investment in SA, has the most favourable outlook. 
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Figure 14 shows that EU investors continue to operate in conditions of uncertainty in relation 
to the South African rand with 60% of respondents expecting the volatility of the Rand to 
worsen in the coming months. Rand's volatility emerged as the largest barrier to trade in the 
2014 survey.

3.2.1 Evolution of the Rand
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Positive Expectation
Mixed expectation
Negative expectation

FIGURE 14: EVOLUTION OF THE RAND

Value of the rand

Volatility of the rand

South African Reserve
Bank policies including
exchange control

Flexibility of SA banks
to provide currency
exchange services

6%
47%
46%

4%
36%
60%

31%
53%
17%

26%
54%
21%



3.2.2  Quality and availability of basic 
            infrastructure
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Positive Expectation
Mixed expectation
Negative expectation

Availability of suitable 
factory and business 
premises

Quality and cost of
power supply

Quality and cost of
water supply

Availability of power
supply

Availability of water
supply

Quality and cost of
telecommunication
and internet

Availability of 
telecommunication
and internet

Quality and cost
of transport 
infrastructure

Availability of 
transport
infrastructure

23%
58%
19%

22%
54%
24%

47%
41%
12%

37%
44%
19%

9%
49%
42%

14%
46%
40%

17%
52%
31%

54%
44%
2%

8%
43%
49%

FIGURE 15: QUALITY AND AVAILABILITY OF BASIC
INFRASTRUCTURE



'Quality and Availability of Basic Infrastructure' was identified as an important criterion for 
doing business in SA by 13% of respondents. Within this criterion, a third of respondents 
pointed to the high relevance of the quality and cost of power supply with close to half of 
respondents having negative expectations for the near future.  

The availability of telecommunications was deemed equally relevant, but in contrast to the 
power supply, the availability of telecommunications was expected to improve in the coming 
twelve months. 
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3.2.3 South African workforce

The majority of companies register mixed expectations for the coming year. More than twice as 
many respondents expect the productivity to deteriorate rather than improve. This represents 
continuity with the 2014 Business Climate Survey. In 2014, 85% of respondents believed that 
labour unrest was a barrier to trade and investment in SA. 
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Positive Expectation
Mixed expectation
Negative expectation

FIGURE 16: SOUTH AFRICAN WORKFORCE
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17%
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23%
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24%

20%
54%
26%

12%
46%
42%
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3.2.4 Corruption and crime

According to chart 17, respondents' perceptions around crime and corruption are mostly 
mixed rather than negative. Corruption within the government and regulatory authorities is 
however an exception with two thirds of respondents anticipating further deterioration. This 
finding is consistent with the results of the previous two surveys where the respondents 
pointed to the worsening government procurement conditions and corruption. 
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Positive Expectation
Mixed expectation
Negative expectation

FIGURE 17: CORRUPTION AND CRIME
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3.2.5 Trade

In relation to the future trade conditions, Figure 18 shows that there is no unanimity among 
the respondents. There is a similar number of respondents expecting an improvement as 
there are expecting a worsening situation. A clear majority of 50% have mixed expectations. 

Border protection against counterfeit and substandard goods stands out among the other 
variables as only 10% have positive expectations. 
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Positive Expectation
Mixed expectation
Negative expectation

FIGURE 18: TRADE
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24%
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3.2.6  Transformation

Transformation emerged as the most negatively perceived factor affecting SA's business 
climate. The cost and administration of compliance with the B-BBEE codes (the second 
biggest barrier to EU investment in the 2014 survey) is still expected to continue having a 
negative impact on foreign investment. The respondents also included the B-BBEE legislation 
among the top three challenges for foreign investors in SA (refer to Section 4 of the 2016 
Survey). 
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Positive Expectation
Mixed expectation
Negative expectation

Cost and administration
of compliance with
 amended B-BBEE 
(sector) codes and 
scorecards

Ensuring black
shareholding in your 
company

Attracting and retaining
skilled staff in the
context of employment
equity

Public procurement
rules and regulations
(preferential
procurement), including
local content

6%
37%
56%

17%
45%
38%

5%
42%
52%

8%
47%
45%

FIGURE 19: TRANSFORMATION



3.2.7  Skilled migration and general
    immigration

EU investors in SA often decide to source skilled employees from their home country or other 
countries to SA to meet their local management and production requirements. Effective 
migration services are key in this regard.

Expectations on migration services, however, are very pessimistic. The processing time for 
work and residency permits is foreseen to worsen and 45% of respondents expect for the 
transparency and consistency of the adjudication process to decline. 
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FIGURE 20: SKILLED MIGRATION AND GENERAL IMMIGRATION
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3.2.8  Government administration and policy
    framework

In relation to government administration, respondents have difficulties with the government 
responsiveness and accessibility to government officials, which is in fact the most pertinent 
factor in the category. The majority of respondents anticipate further deterioration. 
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FIGURE 21: GOVERNMENT ADMINISTRATION AND POLICY 
FRAMEWORK
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3.2.9  Investment protection and taxation

The respondents have largely mixed perceptions about issues of investment protection and 
taxation with the highest degree of uncertainty around investment protection and local IP 
rules. At the same time, on certain aspects, in particular company registration, positive 
expectations substantially outweigh the negative. 
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Positive Expectation
Mixed expectation
Negative expectation

FIGURE 22: INVESTMENT PROTECTION AND TAXATION
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The 2016 Survey asked the respondents to identify the three biggest challenges for investment 
in SA. 

In addition to expressing an overall declining investor confidence in SA, the following key 
challenges emerged: 

 1. Rising prices 
 2. Government corruption 
 3. Lack of skilled labour and B-BBEE legislation 

This outcome is largely consistent with the quantitative findings of the Survey discussed in the 
previous section, confirming that these are indeed serious concerns for investors.  

In relation to rising prices, the cost of energy (gas and electricity) in particular puts a strain on 
the EU business operations in SA. In addition, the continued volatility of the Rand, exposes EU 
companies to fluctuations in revenue and the cost of raw materials as well as higher import 
costs. It is also worth noting that SA average annual consumer price index (CPI) was 6.4% in 
2016, i.e. above the target band of 3%-6% and 1.8% higher than the annual average in 2015, at 
4.6%.

Investor confidence in SA is further undermined by inadequately functioning government 
institutions. The respondents specifically pointed to the lack of transparency, inconsistent 
policies as well as corruption. Out of 66 respondents, for 23% government corruption is 
among the top three challenges impeding investment in SA. Some EU investors, especially in 
agriculture, have concerns about the government's ability to respond to certain 
infrastructure-related problems, especially power and water shortages.  

While there is a general perception about the lack of business-friendly policies in SA, for 
example in relation to taxes and labour legislation, SA's B-BBEE framework is viewed as the 
primary disincentive for business in SA. The cost of compliance is very high. EU investors 
question the B-BBEE's overriding focus on ownership instead of job creation. In addition, the 
shortage of skilled labour in SA makes compliance with the B-BBEE management-related rules 
difficult.  
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The 2016 Business Climate Survey is the third in its series and was conducted to assess the 
perceptions of EU-based companies about the general investment climate in SA. Although 
different approaches and methodologies were used across the three surveys in 2012, 2014 and 
2016, a solid degree of continuity with the previous surveys has been ensured. 

Four points stand out from the 2016 Survey findings. 

First, the overall EU investors' satisfaction in SA has deteriorated since the 2014 Business 
Climate Survey and even more so since the 2012 White Book on Trade in Investment in SA. 
Main concerns are around the currency volatility, government corruption and responsiveness 
as well as compliance with the B-BBEE legislation. 

Second, there is a high degree of uncertainty among the EU companies about the future 
business climate. Most of the respondents have registered mixed expectations on many of the 
surveyed aspects including trade conditions, quality and availability of basic infrastructure, SA 
workforce and government administration. At the same time, there are aspects such as the 
availability of telecommunications that have predominantly positive expectations; as well as 
aspects with predominantly negative outlook, transformation in particular. 

Fourth, the 2016 Survey is the first survey in its series to inquire about the EU companies' R&D 
activities in the country. While these are limited, at least nine European companies have R&D 
partnerships with SA schools and universities. And there could be further potential if 
R&D-related infrastructure is improved. 

Finally, in spite of the worsening investment outlook, many of the EU investors in SA have 
increased their turnovers and have created jobs in the past three years. In addition, SA 
continues to maintain certain advantages in comparison to other African countries and 
therefore remains a destination of choice for regional headquarters and sales offices of many 
EU companies with operations in Sub-Saharan Africa. 
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